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CONGRESS OF THE UNITED STATEs, 
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January 5, 1956. 
The honorable the PresipENT OF THE SENATE. 
The honorable the Speaker or THE House or REPRESENTATIVES. 
In accordance with section 712 (b) of the Defense Production Act, 
as amended, there is transmitted herewith a report of the Joint 
Committee on Defense Production on Government loans and Govern- 


ment guaranteed loans extended to the United States Tin Corp. under 
authority of that act. 
Respectfully submitted. 


Homer E. Capenart, Chairman. 
Raupenw A. GamBie, Vice Chairman, 
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Mr. GamBLE, from the Joint Committee on Defense Production, 
submitted the following 


REPORT 


PERTAINING TO UNITED STATES TIN CORP. LOANS 
INTRODUCTION 


In July 1954 the Joint Committee on Defense Production heard 30 
witnesses covering the activities of the United States Tin Corp. and 
the administrative procedures of the various Government agencies 
which participated in recommending and approving loans to the 
United States Tin Corp. 

The information available to your committee indicates that from 
May 15, 1951, to October 7, 1954, the United States Tin Corp. 
received Government loans and Government-guaranteed loans in the 
amount of $2,711,515.92. The Administrator of the Defense Min- 
erals Exploration Administration testified that within the above period 
the amount of $183,060 was paid the United States Tin Corp. on an 
exploration contract, making a total of $2,894,575.92 in Government 
funds and Government-guaranteed funds. 

From the production records made available to your committee it 
appears that during the same period tin was produced in the amount 
of $270,635.91 and tungsten was produced in the amount of $12,882.94. 
The total production from May 15, 1951, to October 7, 1954, would 
amount to approximately one-tenth of the total of all funds advanced. 

The Government advanced funds to the United States Tin Corp. 
at a time when the company was indebted for the entire purchase 
price of its mining property, $14,000 having been advanced by the 
company president and $236,000 remaining due on an option to 
purchase contract to the surviving directors of the Lost River Tin 
Mining Co. The $236,000, less a discount for cash, was paid from 
loan funds. A financial statement filed within 2 months prior to the 
date of the first application for tax purposes set forth an earned surplus 
deficiency of $10,533.88. ‘The only amount of cash known to have 
been received from the sale of stock after the date of the first applica- 
tion for a loan was the sum of approximately $17,000 for the company’s 
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10 percent required contribution on the DMEA exploration contract. 
After the filing of the first application, the amount of funds withdrawn 
from the company by officers appears to have been in excess of the 
amount of funds loaned to the company by officers. An auditor from 
the General Services Administration was asked whether the corpora- 
tion was worth anything at the time the Government got into the 
loan, and he stated that the corporation if liquidated in that period 
would still owe money. Yet, it is estimated that 3 directors of the 
United States Tin Corp. sold a part of their stock in the United States 
Tin Corp. for not less than $175,000. 

The record reveals that many irregularities existed on the part of 
the United States Tin Corp. from 1950 to 1954, and that this was 
made possible through gross inefficiency within the Government in 
the administration of the loans. It shall be the purpose of your 
committee to cover the most serious deficiencies in this report, and 
to refer the administrative agencies to the hearing for further review. 

It was revealed that the application of the United States Tin Corp. 
set forth misrepresentations of material facts. The services of a high 
Government official were made use of in securing approval of the 
sees loan, and this official became manager of the United States 

in Corp. when the contract with the Government was signed, and 
president thereafter, with a provision in his employment contract for 
8,500 shares of stock. The company records set forth the issuance of 
additional stock “for services rendered” to persons who did not hold 
an official position with the company. The company was obligated 
under an outstanding lease agreement which was inconsistent with a 
basic provision of the contract which was entered into with the 
Government, and such information was withheld from the Government. 

The General Services Administration entered into the contract with 
the United States Tin Corp. and thereby assumed a corresponding 
administrative obligation. When the company failed to comply with 
the basic provision of its contract relating to the size of the mill, the 
reporting requirements of the General Services Administration were 
such that the agency was not even aware that a commercial mill was 
being installed, yet the cost was thereby greatly increased for housing, 
water supply, roads and related facilities. When this unauthorized 
expenditure on the part of the United States Tin Corp. became known 
to GSA, the attitude prevailed that nothing could be done about it. 
The company was not notified that it was in default, and the company 
was allowed to take advantage of its own wrong and to receive addi- 
tional advances of large sums. While these advances continued, 
improper records were maintained by the company and unrealistic 
promises were made which were not carried out. 

The United. States Tin Corp. and its president, Mr. Kenneth J. 
Kadow, had the benefit of a sympathetic interest from within the 
Government. This sympathetic interest and friendship was ac- 
companied by favorable reports from within the Government which 
largely ignored engineering opinion and basic facts. Your committee 
concludes that a large part of the funds advanced were not in accord- 
ance with the exercise of sound business judgment and that the 
interest of the Government was not properly safeguarded in the 
administration of the loans extended. ‘ 

The Defense Minerals Administration, within the Department of 
the Interior, considered that it had the responsibility to make recom- 
mendations to GSA and to keep the project under close observation 





UNITED STATES TIN CORP. LOANS 3 


for action on future proposals for financing production expansion. 
It was the Nonferrous Metals Committee within the Defense Minerals 
Administration that recommended a pilot mill operation which was 
carried forward into the contract. The DMA in Washington was 
dependent upon the Alaska field team for information, and the chair- 
man of the Alaska field team was the Director of the Bureau of Mines 
for Alaska, Juneau, Alaska. 

The reluctance of the Alaska field team to accept the decision of 
the Nonferrous Metals Committee, DMA, Department of the Interior, 
Washington, D. C., with respect to the smaller mill, was an important 
factor. The Government has been placed in the position of having a 
rejected recommendation of field personnel become a reality, while 
the Washington decision of the Nonferrous Metals Committee and 
the terms of the contract were ignored. 

When the recommendation of the Alaska field team for a 100-ton 
mill was rejected, the chairman of the Alaska field team was described 
as being mad and unhappy. He later wrote of the arbitrary revisions 
of field programs by those not familiar with field conditions. The 
knowledge of the operations is indicated by the language contained in 
a letter written on May 14, 1951, in which it was stated that the com- 
pany had consulted them with regard to every move that had been 
made. 

After the contract had been signed, two representatives of the 
Juneau office of the Bureau of Mines met with company officials in 
Seattle, Wash., to discuss equipment. Although the chairman of the 
field team attempted to make it appear that this meeting was too unim- 
portant for a report, and that he did not think those present could 
say whether a 100-ton mill was discussed, correspondence from the 
president of the United States Tin Corp. indicates the purpose of the 
meeting. In this correspondence he stated that the company demon- 
strated with detailed facts and figures that a 100-ton mill could be 
installed for the same expenditure contemplated for the smaller mill 
if reconditioned machinery could be used. 

It is also interesting to note that Mr. R. R. Wells of the Juneau 
office of the Bureau of Mines called at the office of the Denver Equip- 
ment Co. a few days after he attended the Seattle meeting, and the 
process to be used in handling tin and tungsten recovery in a 100-ton 
mill in Alaska was discussed at length, and a decision reached as to the 
recommended flowsheet. It was further acknowledged in the testi- 
mony of the chairman of the Alaska field team that the Bureau of 
Mines assisted the company in preparing a flowsheet for such equip- 
ment as was purchased. There is no indication that the Juneau office 
of the Bureau of Mines ever took the position that the contract was 
being violated, but preferred to cooperate with the management in 
this unauthorized use of funds contrary to the decision of superiors 
in the Department of the Interior and the terms of the contract. 

The purpose of the hearing and much of the background informa- 
tion is set forth in the opening statement of Senator Homer E. Cape- 
hart, chairman of the committee. 


OPENING STATEMENT OF THE CHAIRMAN 


We are starting hearings today by the Joint Committee on Defense Production 
into loans of nearly $3 million by this Government to the United States Tin Corp. 
for both exploration and development of tin and tungsten deposits located at its 
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Lost River mine on the Seward Peninsula, about 90 miles northwest of Nome, 
Alaska, and about 40 miles from the Siberian border. 

The Lost River mine was discovered in about 1903. Since that time, it has been 
the scene of varying degrees of activity, with some periods of complete inactivity. 

Primarily, it was a placer operation until the time of these loans. The Gov- 
ernment investment, among other things, was for the purchase of equipment for 
underground or lode mining. After 1951 there were no further placer operations, 

Winters in the Lost River areas are extremely severe, with temperatures as 
low as —40° not uncommon. Surface water for mining operations does not start 
to thaw until June. Placer mining activity in this area is possible during 4 months 
only of each year—June, July, August, and September. 

This is one of many loans made under the Defense Production Act of 1950, as 
amended, Under that act, appropriations were authorized up to $2.1 billion for 
V-loans for defense, for exploration, and development loans for defense, and for 
long-term purchases and commitments to purchase critical and strategic minerals 
and metals so essential to the national defense. 

Three specific sections of the Defense Production Act deal with Federal 
assistance: 

Section 301, V-—loans for defense: The Government is authorized to guarantee 
up to 100 percent, with the loan being made by a local lending institution and 
that institution being charged a sliding scale rate for the guaranty by the 
Government. 

Section 302: Direct defense loans by the Government for a number of specific 
purposes, including— 

‘“* * * the exploration, development, and mining of strategic and critical metals 
and minerals * * *,” 

Section 303: Long-term purchases and commitments— 

(1) to purchase metals, minerals, and other raw materials, * * * and (2) for 
the encouragement of exploration, development, and mining of critical and 
strategic minerals and metals * * *” 

At the same time the Congress established the various Federal assistance pro- 
Trams mentioned above to aid the defense effort, it created the Joint Congressional 
Yommittee on Defense Production, commonly referred to as the watchdog com- 

mittee. 

It is the stated duty of our committee to make a continuous study of the pro- 
grams authorized by this act, and to review the progress achieved in the execution 
and administration of such programs. 

Staff studies of various programs under the act and hence under the primary 
jurisdiction of this committee have been made from time to time. 

The purpose of this hearing is to study the loans made to the United States 
Tin Corp. under the lending provisions of the Defense Production Act of 1950 to 
determine whether the taxpayers’ funds were conscientiously and judiciously 
expended. This case embodies the two lending features of the act, namely, 
V-loans and direct loans. 

During the course of this hearing, or perhaps at a later date, the Joint Com- 
mittee on Defense Production will scrutinize other V—loans, direct loans, and long- 
term commitments made as a result of the Defense Production Act of 1950. 

The intention of this committee is to approach the subject objectively and in 
& proper climate, obtaining all facts bearing on the authorization and disburse- 
ment of these loans. It intends to call all witnesses, both Government and non- 
Government, who can contribute facts that will aid in the objectivity and accuracy 
of the conclusions ultimately adopted by the committee. 

As you gentlemen know, I am chairman of the committee and Congressman 
Gamble is the vice chairman. This is a joint Senate and House committee. Mr. 
Warren is the chief counsel for the committee. Mr. Pierce is staff director. Due 
to the housing legislation and the FHA investigation, Congressman Gamble is 
going to conduct most, if not all, of these hearings. 


The following witnesses testified before the committee during the 
hearings: 
DEPARTMENT OF THE INTERIOR 


John Hofflund, Acting Assistant Solicitor 
Bruce Wright, Acting Assistant Solicitor 


BUREAU OF MINES 


8. H. Lorain, regional director, and chairman, Alaska field team, Juneau 
Charles W. Merrill, Assistant Chief, Minerals Division 
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DEFENSE MINERALS EXPLORATION ADMINISTRATION 


C. O. Mittendorf, Administrator 
J. L, Chambers, Chief, Contract Administration and Audit Division 


UNITED STATES GEOLOGICAL SURVEY 


Joseph R. Houston, geologist 
Edwin T. McKnight, geologist 


Orrice oF DEFENSE MOBILIZATION 


Arthur 8. Flemming, Director 
John Morgan, Jr., special assistant to the Assistant Director for Materials 


GENERAL Services ADMINISTRA TION 


Edmund F. Mansure, Administrator 

Maxwell Elliott, General Counsel 

Oliver Eastland, special assistant to Director of Compliance 

Phil Jordan, Assistant Comptroller, Credit and Finance Division 

Clarence J. Koontz, Office of General Counsel 

Robert D. Mason, Former Assistant Director, Credit and Finance Division 
J.$. Nicoll, financial analyst, Credit and Finance Division 

Johnston Russell, assistant director, Credit and Finance Division 

Clifford Smith, auditor, Internal Audit Division, San Francisco office 

H; L. Thurtell, regional counsel, Denver office 


EMERGENCY PROCUREMENT SERVICE (GSA) 


\. A. Brussolo, mining engineer, Materials Division 

John Croston, mining engineer, Materials Division 

Irving Gumbel, Acting Director, Materials Division 
FeperaAL Reserve Boarp 


J. J. Connell, Acting Administrator, Office of Defense Loans 
J. M. Leisner, Vice President and General Manager, Seattle Branch, Federal 
Reserve Bank of San Francisco 


FeperRaAL Factnities CorPporRaTioNn 


Wylie F. McKinnon, Director, Office of Tin 


Untrep States Tin Corporation 


H. R. Fischnaller, chairman and president 
Kenneth J. Kadow, former president 
Robert Tarney, counsel 
SprecitaL INVESTIGATOR 


Carmine Bellino, accounting consultant for joint committee 


Earty Activities OF THE Untrep States Tin Corp. in SecuRING 
GOVERNMENT APPROVAL 


x 


The approval of the Government contract dated March 23, 1951, 
followed by a Government guaranteed loan dated May 15, 1951, 
appears to have had the favorable cooperation of various people both 
within and without the Government. It is considered pertinent to 
examine some of the highlights of these activities. 

Early during the investigation the name of Mr. Kirby Billingsley 
was frequently noted, although Mr. Billingsley did not appear to be 
an official of the company. He was subsequently interviewed by a 
representative of the Compliance Section of the GSA. Mr. Bil- 
lingsley, a resident of Wenatchee, Wash., acknowledged that he started 
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working on the United States Tin Corp. matter as early as 1948; that 
he contacted Mr. William E. Warne, Mr. Girard Davidson, Mr. 
Charles W. Merrill, and possibly 25 other Department of Interior 
officials during 1948 to 1950. Mr. Billingsley also contacted approxi- 
mately 16 individuals at the National Security Resources Board, 
including Mr. Jack Gorrie (Vice Chairman) in 1950 or 1951. Mr. 
Billingsley stated that he contacted Mr. Irvin Hoff and practically 
all of the congressional delegation from the State of Washington from 
1948 to 1950. Mr. Billingsley admitted that he received 3,500 shares 
of United States Tin Corp. stock about mid-1951 and sold 1,000 shares 
in 1952 for about $4,500. This stock was entered on the books of the 
company as having been issued “for services rendered.” Mr. Bil- 
lingsley first met Mr. Kenneth J. Kadow in mid-1950. 

Just prior to the filing of the first application, Mr. Kirby Billingsley 
wrote to Mr. H. R. Fischnaller, president of the United States Tin 
Corp. on November 12, 1950, and mentioned that he had contacted 
Mr. Jack Gorrie, Vice Chairman of NSRB, whom he had asked to 
personally ‘call the shots.” In this letter Mr. Billingsley said: 

There are several fine points to keep in mind * * * The first fellow to look for 
is a good strategist who is determined to help you put it over. Irv could do a lot 
but there should be another * * * I’m convinced that the fellows who are too 
close to tin ore are not the ones to see first. As soon as one knows what you're 
working on they’ll probably all know; the grapevine spreads fast. And remember, 
there are some in there who have personal interests in preventing our program 
from going ahead. The project should be rolling before anyone knows—rolling to 
the extent that no one can stop it. 

The books of the company also set forth the issuance of 3,500 
shares of stock to Irvin Hoff and 500 shares of stock to ‘“‘Ann’’ Sanders 
‘for services rendered.”” Mr. Hoff, as administrative assistant to a 
United States Senator, made a number of calls in connection with 
loans to the United States Tin Corp. Miss Sanders is employed in 
the same office as Mr. Hoff. Mr. H. R. Fischnaller was questioned 
with regard to the issuance of the above stock, and he testified that 
he personally gave the stock as a combination deal when bank stock 
was purchased. Mr. Fischnaller was unable to explain why such 
stock would have been issued by the United States Tin Corp., or 
why this motion would have been seconded by him. Mr. Fischnaller 
claimed that he discovered the error only a few months ago when he 
checked his holdings and found 3,500 shares too much stock. At 
another point in the testimony, Mr. Fischnaller testified that he did 
not know how much stock he had sold or how much stock he currently 
held. Mr. Fischnaller produced a canceled check dated February 2, 
1951, in the amount of $1,000 signed by Irvin A. Hoff and made out 
to Chief Joseph State Bank; a canceled check dated January 31, 1950, 
in the amount of $2,000 signed by Irvin A. Hoff and made out to 
Seattle Trust & Savings for the account of Bridgeport State Bank; 
and a canceled check dated April 1951 in the amount of $1,000 made 
out to Bridgeport State Bank and signed by “Anne” M. Sanders. 

It was Mr. Kirby Billingsley who, late in October 1950, suggested 
to Assistant Secretary of Interior William E. Warne that Mr. S. H. 
Lorain, Director of the Juneau office of the Bureau of Mines, meet 
with Mr. H. R. Fischnaller about the company’s proposed Alaska 
activities. On November 2, 1950, Mr. Lorain wrote Mr. H. R. 
Fischnaller that as a result of Mr. Kirby Billingsley’s call on Assist- 





lo t 
too 
u’re 
ber, 
ram 
ig to 


500 
lers 
[tO & 
vith 
1 in 
ned 
that 
fock 
such 
or 
aller 
n he 
At 
did 
ntly 
vy 2, 
out 
950, 
it to 
ank; 
nade 
rs. 
»sted 
5. H. 
meet 
laska 
iP ae. 
ssist- 


UNITED STATES TIN CORP. LOANS 7 


ant Secretaries Warne and Davidson he had been asked to contact 
the office of the United States Tin Corp. at the first opportunity. 

Correspondence indicates that a meeting was held at the office of 
the United States Tin Corp. on November 10 to 13, 1950, in connec- 
tion with the proposed loan application of the United States Tin Corp., 
and that Mr. S. H. Lorain and Mr. J. H. Herdlick of the Bureau of 
Mines attended. The first application was dated November 18, 
1950, and was in the form of a letter addressed to Mr. James Boyd, 
Director of the Bureau of Mines, and signed by Mr. H. R. Fisch- 
naller. The application contained the following: 

We have been assisted by Mr. Lorain and Mr. Herdlick of your Juneau office 
in the preparation of this report and letter and assure you they concur with us. 

Mr. Lorain forwarded a report to the Defense Minerals Adminis- 
tration dated January 22, 1951, recommending Government assist- 
ance for a 100-ton mill, and also set forth in favorable terms the pros- 
pects for a much larger operation, without sufficient caution as to the 
many uncertainties and local problems that faced any pioneering 
attempt to treat unfamiliar ores in such a remote and inaccessible 
Arctic region. 

Mr. 8S. H. Lorain wrote Mr. H. R. Fischnaller on January 17, 1951, 
and suggested that he get in touch with Mr. Kenneth J. Kadow if he 
returned to Washington for the purpose of expediting his application. 
A few days thereafter, according to the testimony of Mr. Charles W. 
Merrill, then chairman of the Nonferrous Metals Committee, Mr. 
Kadow called at Mr. Merrill’s office and stated that this was a great 
opportunity for the Department of the Interior to carry out its broad 
objective of developing Alaska and expressed the hope that the 
United States Tin Corp. application would receive full consideration. 
Mr. Kadow was the Alaska representative of the Secretary of the 
Interior (chairman of the Alaska Field Committee), and attended 
conferences with Mr. Merrill and other Government officials without 
mention being made of any interest or future interest other than as an 
official of the Department of the Interior. Almost simultaneous 
with the signing of the contract between the United States Tin Corp. 
and the General Services Administration, Mr. Kenneth J. Kadow 
resigned his position with the Government to become manager of the 
United States Tin Corp. and later president. One Government 
official stated that he was shocked and another official stated that 
he was surprised when it was later learned that Mr. Kadow had 
resigned from the Government to accept an official position with the 
United States Tin Corp. Mr. H. R. Fischnaller appears to have been 
pleased with Mr. Kadow’s help while he was still with the Govern- 
nent, for he wrote his associates on January 27, 1951, that Alaska 
representative of Secretary of the Interior, Kenneth Kadow, had 
been of great help to him. Mr. Kadow admitted in his testimony 
that the revised application of the United States Tin Corp., dated 
February 14, 1951, was mailed directly to Mr. Kadow at his Wash- 
ington hotel. 

When Mr. Kenneth J. Kadow severed his official connection with 
the Government after having used his influence to aid in securing the 
first loan, Mr. Kadow set up his office in Juneau, Alaska. This office 
was located hundreds of miles from the headquarters office in Seattle, 
Wash., and hundreds of miles from the tin mine at Lost River, Alaska. 
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Mr. Kadow carried on his many other business activities from this 
office, with approximately 75 percent of the expenses being apportioned 
to the United States Tim Corp. Mr. Kadow was not to receive a 
salary until there had been 1 full month of production, but this pro- 
vision was altered in October 1952, and Mr. Kadow thereafter received 
a salary of $1,500 per month with no requirement that he devote any 
specific amount of his time to the business of the United States Tin 


Corp. 

Mr. Henry Schaeffer was vice president of the Seattle Trust & 
Savings Bank, which bank made the V-loan, at the time he was named 
vice president of the United States Tin Corp., although Mr. Schaeffer 
has indicated that he was named to this position with the United 
States Tin Corp. without his knowledge and consent. On January 27, 
1951, Mr. H. R. Fischnaller wrote a letter with regard to the applica- 
tion which was later dated February 14, 1951, and requested that 
Henry Schaeffer be consulted. 


STATEMENTS IN APPLICATION 


The original application was in the form of a letter dated November 
18, 1950, from Mr. H. R. Fischnaller, president of the United States 
Tin Corp., to Mr. James Boyd, Director of the Bureau of Mines. A 
oe application dated February 14, 1951, was filed on form NSRB 

o. 146. 

In the original application and the revised application certain state- 
ments were made concerning buildings, equipment, and utilities essen- 
tial to the operation of the project that were in conflict with the testi- 
mony and documents in the possession of your committee. Some of 


these statements were of primary consideration to Government agen- 
cies in determining the feasibility of the project and the amount to be 
required in Government loans. The more serious statements that 
directly affected the actual operation and materially increased the 
ultimate operating cost to the Government are summarized: 


ACCESS ROAD 


In the February 14, 1951 application, H. R. Fischnaller made the 
statement: 

There is an excellent road 6 miles long from mine to shipping point. We keep 
this road in first-class condition all of the time it is in use. It is a very simple 
matter to keep this road open the year around since snowfall in this region is 
generally light. 

This was an important consideration to those responsible for 
approving the loan as an adequate road was essential to the economic 
operation of the mine. The record indicates that what actually 
existed was merely a tractor or bulldozer trail. 

When asked how he could make such a statement, the records 
showing that the road was nothing but a bulldozer trail at the time, 
Mr. Fischnaller stated “That isn’t true.” Yet K. J. Kadow testified, 
that on his first visit to the mine in May 1951 the road was in pretty 
‘“Jousy” shape and one had to have a tractor and specialized equip- 
ment to get over it, and about every third trip the tractor was in the 
garage. 
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In questioning S. H. Lorain, chairman of the Alaska field team, 
about the condition of the road, he referred to the field team’s report 
filed with DMA on January 22, 1951, which was prior to company’s 
February application. This report had this to say about the road: 

Improvement of the 6 miles of road from the mine to the beach at the mouth 
of Lost River is necessary for continued placer operations or proposed lode- 
mining piant. The cost for improving the beach road for heavy truck haulage 
is estimated to be approximately $10,000. 

Even before the GSA loan contract was signed, S. H. Lorain wrote 
Col. John R. Noyes, Alaska Road Commission, on March 21, 1951, 
urging assistance on behalf of the tin company for a road to the mine. 
Moreover, within 2 weeks after going with the company, K. J. Kadow 
wrote company officials concerning a meeting he had had with Colonel 
Noyes about the road problem and suggested to his associates: 

Don’t agree to pay anything—plead that you are broke this year, I can get 
anything I want on contract from Territorial road commission and make a few 
thousand fur us while I’m doing it. 

The Territorial road commission, Alaska, estimated that it would 
cost $40,000 to build an adequate road from the mine to the tide- 
water beach, and $80,000 more for the additional 18 miles to Teller. 
The Bureau of Public Roads, Washington, later estimated the cost 
at $200,000 from the mine to Teller. DMPA certified that it was 
important to the national interest to assist in the immediate improve- 
ment of the tractor trail. 

To start the necessary improvement, the Territorial road commission 
agreed, in May 1951, to spend $15,750 for road construction and 
bridges. The Alaska Road Commission agreed to provide timber 
and other supplies. The tin company agreed to supply the labor, 
trucks, and some materials for doing the work during the summer 
months. 

To continue the work, the Bureau of Public Roads decided to 

authorize $36,000 of Federal funds in the spring of 1952, to— 
provice for substantial increase in transportation capabilities sufficient to allow 
substitution of truck haul for present tractor and sled haul. 
Another $18,000 was made available by the Bureau of Public Roads 
the following spring and still another $10,000 was advanced in April 
1954 to further improve the same strip of road. This means that 
$63,000 in Federal funds, plus $16,000 from the Territorial road 
commission, totaling close to $80,000 without including other par- 
ticipations, have been spent to date to make serviceable a road which 
the applicant stated was ‘an excellent road.” 

Even when confronted with all of this evidence, H. R. Fischnaller 
continued to insist, “I would like to repeat it was an excellent road.” 
In response to the question as to how he knew the condition of the 
road since he had never visited the mine, Fischnaller stated, ‘Because 
] trust my partners. They told me and described it repeatedly, 
dozens of people have. I know, I moved that heavy machinery over 
there.” 

WATER SUPPLY 


One of the major requisites in the processing of tin ore is an ade- 
quate supply of water the year around. Your committee found that 
the only source of water at the mill in early 1951 was the surface 
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water available during the summer months with no supply what- 
soe\ er for winter operation. Yet, H. R. Fischnaller definitely stated 
in the loan application dated February 14, 1951 that the— 

water supply is adequate— 

and at another point— 


There is an excellent, constant supply of water from the main winze, and from a 
spring nearby. The spring gives 120 gallons per minute and never freezes. 
These statements obviously did not give the true picture of the 
existing water situation at that time. 

When asked at the hearing if these statements were true, H. R. 
Fischnaller testified under oath that it was a “very true statement” 
and that his records showed that their worry was not for lack of water 
but rather the danger of an overabundance of water in the old winze. 

When asked if immediately prior to filing the application on Feb- 
ruary 14, there was an adequate supply at the mine, Mr. Fischnaller 
stated that the last time the men were in the main winze they were 
nearly drowned by the volume of water. Upon further questioning it 
was discovered that this was about 1924, nearly 30 years ago, and that 
in the meantime, the 300-foot shaft had completely caved | in, destroy- 
ing all evidence of what water, if any, might have been av ailable from 
that source. 

There is ample indication that it was general knowledge among 
company officials that the water supply was inadequate. On April 19, 
1951, within a month after the contract was signed, K. J. Kadow sent 
a letter to John C. Reed, United States Geological Survey, in which 
he stated that one of the biggest problems, before the company could 
carry out a large-scale winter lode operation, was to find an available 
supply of winter water for the mill. He added that the principal 
potential source was the caved-in mine but that the mine superin- 
tendent was definitely of the opinion that this was an unreliable source 
at the best, and besides there was no reliable data available concern- 
ing it. 

‘Records show that the company spent thousands of dollars and 
nearly 1} years in their excavation and drilling in an all-out effort to 
reach an adequate supply of water in the mine. This costly operation 
was finally abandoned as impractical late in 1952, but not before the 
lack of water had forced complete shutdown of the plant during the 
winters of both 1952 and 1953. 

Even after months of unsuccessful drilling, the company again 
advised the Government when filing an application with DMEA in 
November 1951 for nearly a million dollar exploration loan, that— 
Our winter water supply in the shaft appears adequate for 300 tons a day opera- 
tion 
When asked to explain the basis for such an assumption, H. R. Fisch- 
naller could not recall having made such a statement. 

Meanwhile, K. J. Kadow kept up a constant flow of optimistic 
letters to Washington officials, inferring that it would be a matter of 
only days or weeks before sufficient water would be reached, ‘The 
. files contain much of such correspondence but the two following letters 
which were read into the record indicate the type of information that 


was being given to Washington in an effort to minimize the seriousness 
of the problem. 
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One letter dated September 4, 1951, sent to H. R. Fischnaller by 
K. J. Kadow read as follows: 


We may get shut down this winter because of no water but not a second winter, 
providing we catch the early floodwater to build up our supply in the reseryoir. 
Please read this letter, show it to all interested and then destroy it. I do not 
want it in your files for someone to misunderstand. It might cause some of\,our 
friends embarrassment. 

The second letter written by Mr. Kadow was dated February 23, 
1952, addressed to Paul Sorensen, mine superintendent, and stated: 

Washington, D. C., was still stewing about water supply. I told them to quit 
worrying, that we had pumped the spring for several hours at 300 gallons per min- 
ute with no visible effect on the supply. I know I told a little ‘“‘white one,” but 
you were so sure we had plenty of water that I just took a chance. If asked, I 
ben appreciate something that backs me up if your conscience won’t hurt too 
padly. 

Witnesses testified that it was not until the company had expended 
well over $125,000 during the summer of 1953, to bring year around 
water from the spring 2% miles below the mine, that the company 
resolved its winter water problem which H. R. Fishnaller had repre- 
sented in the original application as “‘adequate”’. Even then, the 
supply failed during the 2 months of April and May when the ex- 
tremely cold weather caused the pressure to drop below operating 
levels. 

AVAILABLE LABOR 


In the February 14, 1951, application, H. R. Fischnaller made the 
following statement with respect to the labor situation at the mine: 

White and native labor are available and depend on our operations for livelihood. 
Entire able-bodied man population of Teller, Alaska, depends upon this company 
foremployment. Stores at Teller depend largely on this payroll. 

Prior to the application the Lost River Mine had always been 
limited to a summertime placer operation with a maximum employ- 
ment of about 30 persons. Teller, on the other hand, is located 26 
miles away and for 8 or 9 months of the year is accessible primarily 
by air. 

Upon being asked if it were true that the entire able-bodied man 
population of Teller depended on the company for employment, 
H. R. Fischnaller stated, “So the storekeepers told me. Yes.” 
When asked how the storekeepers could have told him this since he 
claimed to have never been in Teller, he stated that he saw them 
when they came down to Seattle. Further questioning as to why 
the records indicated that the company found it necessary to look 
for laborers brought the answer, ‘““‘We have never looked for laborers. 
We looked for skilled labor.” 

In spite of this testimony, documents disclose that as early as March 
19, 1951 (prior to the effective GSA contract date), K. J. Kadow wrote 
the company from Juneau that he had held a meeting with the 
Director, Alaska Native Service, regarding native laborers for the 
mine and was advised that the people on King Island were expected 
to be moved to the mainland during the coming summer. ‘Two 
months later, S. H. Lorain advised Washington that the Alaska Native 
Service was planning to transport a colony of King Island Eskimos 
complete with housing to Lost River to serve as common labor. 
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With respect to skilled miners, the Alaska field team report of 
January 22, 1951, stated that skilled miners and all technicians would 
have to be imported. In this connection, K. J. Kadow said in a letter 
dated May 28, 1951, that he felt that they could do better in Cali- 
fornia than to hire placer miners at Fairbanks at $3 an hour and a 
guaranty of a minimum week of 70 hours. 

Even as late as July 17, 1953, the employment situation was still 
considered a serious problem by I. R. Houston, United States Geologi- 
cal Survey, when he included in his inspection report that the lack of 
good miners was the No. 2 problem confronting the undesground phase 
of the operation at that time. He continued by statin that it seemed 
to be impossible to keep a full crew of good, hardworking, sober 
miners any length of time and that some of this feeling was caused 
by a misrepresentation of the working conditions by company 
officials when recruiting the men. 

Mr. John Croston, GSA engineer, testified that when he made his 
inspection at the mine in February 1954, he found that there was no 
local source of experienced white labor and that such employees ha< 
to be brought in by plane from Nome or points as far as mining areas 
in the Western United States. He did add that an adequate suppl) 
of Eskimo labor is now available in the region and that as work pro- 
gressed a larger percentage of the working force had been recruited 
from among the Eskimos. 

Thousands of dollars in Government funds were required to pro- 
vide the necessary dwelling units, school, church, and other facilities 
to house workers imported from long distances, far beyond what was 
anticipated. 

BUILDING AND HOUSING 


In the February 14, 1951, application, H. R. Fischnaller made the 
following statement: 


Our buildings need only be slightly enlarged and weatherproofed * * *. 
Housing facilities need be slightly augmented * * * 


For the size of the operation proposed by the company this was a 
gross misstatement, as is evidenced by the following testimony pre- 
sented at the hearing. 

Mr. K. J. Kadow testified that on his first trip to the mine in May 
1951 he found that there was a pretty good size bunkhouse and pos- 
sibly 4 or 5 other old log buildings that were not in too bad shape. 
But he added— 


There was an awful lot more needed beside that * * *., 


Mr. John Croston, GSA engineer, referred to his report covering 
his inspection of the mine in February 1954, which stated that in 
place of the wooden buildings which originally stood near the mill, 
he found that there existed on the site an enlarged mill and power- 
plant with machine shops; engineroom, framing shop, tool storage 
and blacksmith; lighting plant, large warehouse and foreman’s office. 
Mr. Croston also listed a large messhall furnished with modern 
kitchen equipment, including dishwasher and refrigerator; a school; 
church; post office; and general store; recreation and poolroom; 
four-room office and radio station; bunkhouse and several family 
dwelling units. 
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This was confirmed by Paul M. Sorensen, the former mine super- 
intendent, in his final report dated February 6, 1953, in which he 
stated that a mining camp village had been built which was nonexist- 
ent prior to August 1951, consisting of 23 finished and 3 partially 
finished units, a general store, a 20- by 80-foot recreational building, 
a school, and a radio station. 

K. J. Kadow wrote his associates on April 13, 1951, that he was 
working up a plan for obtaining permanent housing and other surplus 
materials with the help of S. H. Lorain, Bureau of Mines, Alaska, 
and that he would have more information a little later on how they 
ere rid of all such problems if he played his cards right. He 
added— 


I’m dealing the hand now and we'll be ready to play it after consultation with 
all of you. This could save us thousands of dollars. 

There is no definite breakdown available as to the amount of funds 
the company invested in these new buildings, but the recreation hall, 
9 prefabricated houses, 10 other buildings, and some lumber are 
reported to have been supplied by the Alaska Construction Co. for 
about $60,000. It is estimated that over $100,000 of Government 
funds have been spent to provide adequate buildings and housing 
which the application stated “need only be slightly enlarged.” 


TIN-SMELTER PLANT 


At the time the loan application was filed the only known tin- 
smelting plant in the Western Hemisphere was the Government-owned 
plant at Texas City, Tex. However, the following statements 
appeared in the original November 18, 1950, application letter signed 
by Mr. Fischnaller: 

We process at the Tacoma plant of Penn Salt Co. with hydrogen purchased 
from them. We make a grade A tin which we sell on the west coast at about 
7 cents per pound higher than the New York price of tin. This is because we 
eliminate brokerage and freight. We make also at the Tacoma and Seattle 
recovery plants, a 99 percent plus W for which there is a market at $3.55 per 
pound * * *, We own 50 percent of the United Chemical & Engineering Corp. 
which treats the concentrates. 


The February application carried this further statement: 


In 1950, our first season of commercial operations, we produced 90 tons of tin 
and tungsten concentrate which is presently being separated in our Tacoma 


plant. 

When your committee questioned H. R. Fischnaller about any tin 
that might have been processed at the Tacoma plant and sold at a 
premium price, he testified that no sales were made because they 
could not get rid of the lead content. Upon being asked directly 
whether the statement in the application was false, Fischnaller stated: 

I don’t think it is a false statement. We fully expected to sell it * * * we 
had offers of 7 cents a pound higher but we couldn't produce it because the lead 
content was too high 
On further questioning, he added that the offers came from Pn 
people” and when asked to secure their names for the record stated, 


“T wouldn’t be able to, I don’t know.” It developed also that no 
tungsten had ever been processed at Tacoma and sold at $3.55 per 
pound as claimed. 
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It is unfortunate that DMA did not check these facts before stating, 
in their February 26, 1951, recommendations to the Secretary of 
Interior, that the company had an affiliate, United Chemical Engi- 
neering Corp., at Tacoma, Wash., that could separate tin from tungsten 
and reduce the tin concentrate to grade A metal. This later lead 
GSA to specify in the contract that all materials sold to the Govern- 
ment shall be delivered f. o. b. Tacoma, indicating that the processing 
of the ore would take place at the United Chemical plant in Tacoma. 
There is no record that such a commercial tin-smelting plant has ever 
existed in Tacoma. 

When a representative of GSA phoned H. R. Fischnaller on April 
4, 1951, in an attempt to clarify the situation, he was advised that 
the processing business was started as a partnership in 1948 on an 
experimental basis; incorporated in February 1951, under Washing- 
ton State laws; and that the capital consisted of 1,000 shares of $1 
par value, with the United States Tin Corp. owning 50 percent inter- 
est. The assets were said to consist of buildings and equipment on 
ground leased from the Pennsylvania Salt Co., Tacoma, and the in- 
vestment was estimated at about $15,000. Upon pointing out that 
the $8,100 which the United States Tin Corp. was supposed to have 
advanced was not reflected in the balance sheet of the parent com- 
pany, Fischnaller had no satisfactory explanation. He did claim at 
that time, however, that the chemical company had proved its ability 
to process the ore, that 18 tons of the material had already been 
processed, and the plant was then processing at the rate of 2 tons 
a day. 

Following this discussion the next balance sheet when issued on 
May 31, 1951, carried the following notation: 

Advances totaling $8,581.26 have been made to Richard Brooks, and associates 
who intend to incorporate a company, General Refining & Chemical Corp.; of which 
the company— 

United States Tin Corp.— 

will own 50 percent interest. Such advances have been used to equip a pilot 
plant for experimentation in processing of tin and tungsten concentrates, and 
have been charged to expense at May 31, 1951. 

Later, in June 1951, when a GSA inspector visited the offices of the 
United States Tin Corp. at Seattle in an attempt to visit the plant 
where the tin and tungsten were being produced, he met Dr. Ralph W. 
Moulton, a professor of engineering at the University of Washington, 
who is credited with engineering the pilot plant. Dr. Moulton stated 
that the pilot work, for the most part was done by graduate students 
from the University of Washington. He further added that the results 
obtained should be classified indicative rather than conclusive proof 
of the commercial adaptability of such a process and that it had not 
been possible to effect a satisfactory separation of tungsten. 

As further evidence of conflicting statements, H. R. Fischnaller 
wrote K. J. Kadow on July 25, 1951, that he was having difficulty with 
the boys at the university and that nothing would be done there for 
some time, except to continue the experiments in the hope that they 
would eventually complete the recovery of the tin and tungsten. 
This program, he went on to say, would provide the company ample 
time to decide on whether or not they should erect a smeltering plant. 

From the records, it appears that an amount in excess of $16,000 
was paid out by the United States Tin Corp. to cover the cost of the 
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experimental work conducted by Dr. Moulton. It is not possible from 
the accounting records to determine how much was involved or how 
the expense was charged off by the tin company. The one thing 
that is known, however, is that the company was not authorized to 


divert any Government funds for the purpose of conducting such 
experiments. 


AGENCIES CONCERNED 


The Office of Defense Mobilization relied on a variety of temporary 
and permanent agencies of the Federal Government for the formula- 
tion and execution of necessary programs. The Defense Production 
Administration, working under the direction of the Office of Defense 
Mobilization, had the responsibility of promoting the necessary 
expansion of productive capacity and supply, and it looked to the 
Defense Minerals Administration in the Department of the Interior 
to recommend metal and mineral expansion programs. The necessary 
contracts to carry out these programs were then negotiated and 
administered by the General Services Administration. 

In the latter part of 1951, the Defense Minerals Administration was 
abolished. Its functions, together with the procurement functions 
of the General Services Administration, were transferred to the 
Defense Materials Procurement Agency. Domestic mineral explora- 
tion remained in the Department of the Interior where the Defense 
Minerals Exploration Administration was established to carry out 
the program. The Defense Production Administration was abolished 
on February 4, 1953, and its functions were transferred to the Office 
of Defense Mobilization. On August 14, 1953, the Defense Materials 
Procurement Agency was abolished, and its functions were transferred 
to the General Services Administration. 

It was the responsibility of the Defense Production Administration 


.(now the Office of Defense Mobilization) to determine requirements 


and deficiencies in the light of defense needs. Responsibility for 
developing ways and means to overcome such deficiencies at least 
cost to the Government remained with the General Services Admin- 
istration. 

On March 2, 1951, Mr. Oscar L. Chapman, then Secretary of the 
Interior, addressed a letter to Mr. William H. Harrison, then- Admin- 
istrator of the Defense Production Administration, requesting certi- 
fication of a Government procurement contract for tin and tungsten 
with the United States Tin Corp. The necessity for this contract 
was confirmed by the Defense Production Administration in a cer- 
tificate by Mr. Thomas F. Farrell, then Deputy Administrator, to 
Mr. Jess Larson, then Administrator of the General Services Adminis- 
tration, dated March 16, 1951. Subsequently, the original certification 
was amended on March 26, 1951, to reflect a recomputation of the 
maximum possible liability made after the General Services Admin- 
istration had negotiated the contract. 

Later certifications were as follows: On September 27, 1951, GSA 
prepared an estimate of revised financial requirements, which was 
certified by the Defense Production Administration on October 5, 
1951. On December 18, 1951, the Defense Materials Procurement 
Agency requested certification of an amendment in the contract 
which provided for additional financing, and was certified by the 
Defense Production Administrator on December 20, 1951. On July 
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22, 1952, the Defense Materials Procurement Agency stated that an 
increase in financing was necessary and this increase was certified by 
the Defense Production Administration on July 30, 1952. On April 6, 
1953, the Defense Materials Procurement Agency requested certi- 
fication of additional financing and was certified by the Director of 
the Office of Defense Mobilization on April 14, 1953. On September 
23, 1954, ODM issued a certification authorizing GSA to continue 
the operation for the period through July 31, 1955, and under the 
certification GSA is to take all appropriate steps to secure competent 
and proper management and safeguard the Government’s interest. 


OBJECTIVE 


As has been previously mentioned, the Defense Production Adminis- 
tration had the responsibility of certifying the necessity of the procure- 
ment contract, and the Defense Production Administration looked to 
the Defense Minerals Administration in the Department of the In- 
terior to recommend metal and mineral expansion prograins. 

The Nonferrous Metals Committee of the Defense Minerals Ad- 
ministration, Department of the Interior, reviewed the application of 
the United States Tin Corp., received a report from the Alaska field 
team recommending a 100-ton daily operation, and after several con- 
ferences, issued a report dated February 26, 1951, recommending 
assistance on a modified basis. The modified recommendation of the 
Nonferrous Metals Committee included a purchase contract for tin 
and tungsten output, a V-type loan of $374,427.78 for operating ex- 
penses to carry the project to a commercial production level, and 
smaller new equipment to consist essentially of a 1-ton-per-hour con- 
centrator, surface plant for underground operation and underground 
haulage and drilling equipment. 

The report of the Nonferrous Metals Committee set forth very 
definite reasons for reducing the recommendation of the Alaska field 
team from a 100-ton daily commercial operation to the smaller pilot 
plant operation (24 tons per day), which were as follows: 

The lode mine part of the program is essentially a pilot plant operation (1) to 
determine the metallurgy for maximum recovery; (2) to permit the development 
of stopes from which an expanded tonnage may be assured; (3) to permit the 
development of underground sources of ore for a millfeed of controllable grace 
from an apparently spotty ore body; (4) to permit the development of a reliable 
management and labor force in one of the most isolated and sparsely populated 
mining areas in the United States; (5) and to permit other investigations in 
geology, mining, and metallurgy for profitable expansion. The field team had 
indicated a 100-ton or 1,000-ton (daily) operation should be considered, but the 
intermediate step of a smaller mill is injected by the committee because it believes 
that the more cautious approach by providing time for the development of a 
labor force and stoping areas as well as metallurgical experimentation will not 
materially delay the delivery of tin and tungsten in quantity. 

Mr. Charles W. Merrill, Chairman of the Nonferrous Metals Com- 
mittee, when the February 26, 1951, report was written, testified before 

-your committee. He stated that in reducing the field team recom- 
mendation from a 100-ton-per-day mill to a 24-ton-per-day mill, the 
committee took into consideration the water supply, roads, and other 
conditions such as the hazards of a new operation, the recruiting of a 
labor staff, the development of management, the development of 
underground openings from which the ore could be derived, and the 
development of a process to treat the ore since the ore had never 
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been treated except on a laboratory basis. Mr. Merrill testified that 
while the Nonferrous Metals Committee, DMA, did not prove these 
points, they recognized the strong possibility that they could cause 
major difficulties, and that a small pilot plant approach was recom- 


mended with special provisions for rapid expansion as the various 
difficulties were solved. 


DRaFtiInGc oF ConTRACT 


The report of the Non-Ferrous Metals Committee (DMA, Depart- 
ment of the Interior), setting forth the recommendation for a V-type 
loan of $374,427.78, a production contract, and the installation of 
the smaller mill of 24-ton per day capacity, was referred to the Pro- 
duction Expansion Division of the Defense Minerals Administration 
(Department of the Interior). Mr. H. L. Thurtell, Office of the 
General Counsel of the General Services Administration, entered into 
discussions with the counsel of the Production Expansion Division 
and others with respect to terms which would be agreeable to DMA, 
DPA, and GSA, as well as the United States Tin Corp. 

Mr. H. L. Thurtell testified that one of the specific provisions which 
was discussed for inclusion in the contract was that of a 24-ton mill; 
that Mr. H. R. Fischnaller (president of the United States Tin Corp.) 
had stated that he had located the necessary equipment at the Denver 
Equipment Co., Denver, Colo.; and that there was no doubt that 
Mr. Fischnaller understood that a 24-ton mill was to be installed. 
The contract which was entered into between the Emergency Pro- 
curement Service of GSA and the United States Tin Corp., dated 
March 23, 1951, set forth language as follows with respect to the size 
of the mill to be installed: 


The contractor agrees to develop and expand its mining property at Seward 
Peninsula in Alaska by the installation of a concentrating mill having the capacity 
to process 1 ton of ore per hour and all other facilities necessary to mine, mill, and 
ship bulk concentrates containing tin and tungsten in sufficient quantities to 
deliver tin metal therefrom of the grace specified herein at the rate of 141,120 
pounds per year and tungsten concentrates therefrom of the grade specified herein 
at the rate of 1,400 short ton units of contained tungsten per year. 

Mr. Thurtell testified that he was not aware that at the ‘time the 
contract dated March 23, 1951, was entered into for a concentrating 
mill having the capacity to process 24 tons of ore per day that there 
was an obligation under an outstanding lease with the owners of 
the mine property to construct a mill of 100 tons per day capacity. 

Mr. Thurtell considered it to be the responsibility of the Defense 
Minerals Administration to investigate the statements set forth in 
the application of the United States Tin Corp. It was also stated by 
Mr. Thurtell that in drafting the contract he had no understanding 
regarding the supervision of the contract once same had been signed. 


VioLaTIoNn oF Conrracr By Unrrep States Trn Corp. 


On the date that the contract was signed by the United States Tin 
Corp. and the General Services Administration (March 23, 1951) 
containing the provision for a mill of 1 ton an hour capacity (24 tons 
per day), the United States Tin Corp. officials withheld from the 
Government information that the company was obligated under its 
lease to install a mill of 100 tons per day capacity. Your committee, 
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after searching the testimony and the documentary evidence, has 
found no indication of an intent to carry out the basic provision of 
the contract which provides for a mill of 1 ton an hour capacity. 

Instead of carrying out that provision of the contract which had 
as its specific purpose the operation of a pilot plant until such time 
as actual ore reserves and metallurgical experiments proved the feasi- 
bility of a commercial operation, the incoming manager of the United 
States Tin Corp. (Kenneth J. Kadow) immediately set out to install 
a commercial mill by making use of available funds to purchase used 
equipment of 100 tons per day capacity. 

Mr. Kadow’s intent is expressed in a letter dated March 19, 1951, 
which he wrote to company officials from Juneau, Alaska. The 
letter reads: 

Had a nice long conversation with Bureau of Mines people who, as 1 reported 
to vou earlier, are very unhappy with the thought that we might do an operation 
as smallas 25 tons. I assume that this is not our intention and that we will work 
out something whereby we can put a sound commercial show on the road as soon 
as possible. Herdlick and Thorne agreed to work out United States Tin program. 
When Lorain returns from Washington, will sit down with all three of them and 
map our course of action. 

This letter was written 4 days prior to the signing of the contract and 
less than a month after Mr. Fischnaller and Mr. Kadow had agreed 
to the 24-ton mill in discussions in Washington. 

Further in this connection, Mr. Kenneth J. Kadow was asked to 
identify a letter which he wrote as president of the United States Tin 
Corp., dated November 3, 1951, to Mr. H. A. Mann, engineer, DMPA. 
In this letter Mr. Kadow was attempting to explain why equipment of 
100-ton-per-day capacity was purchased contrary to the terms of the 
contract. Mr. Kadow stated in his letter that a meeting was held in 
Seattle, Wash., between company officials and Alaska DMA per- 
sonnel. Mr. Kadow continued by stating that at this meeting the 
company demonstrated with detailed facts and figures that a 100-ton 
mill could be installed with the same expenditure for equipment 
contemplated for the 25-ton mill, providing they were allowed to 
purchase used reconditioned machinery for a portion of their require- 
ments from a mine in Alaska that was closing down. He continued— 


it was agreed that this was the logical course and the plan was followed. 


It was developed by your committee that the Seattle meeting was 
held on March 29, 1951, within a week after Mr. H. R. Fischnaller 
signed the contract with the Government on behalf of the United 
States Tin Corp. All of the officers of the company are reported to 
have been present in addition to two engineers from the Juneau office 
of the Bureau of Mines and a representative from the Denver Equip- 
ment Co. It is understood that the Denver Equipment Co. came 
prepared to quote and make delivery on the list of 24-ton-per-day 
equipment which the company had requested them to compile. How- 
ever, as has been indicated above, this pilot-mill equipment was 
rejected in favor of secondhand machinery of greater capacity. 

Mr. Kenneth J. Kadow testified that he and Mr. Fischnaller and 
others in the company went out in search of the equipment, yet when 
Mr. Fischnaller was asked at the hearing to relate what had transpired 
at the Seattle meeting, he replied : “When was that meeting? I wasn’t 
there. I never heard reference to this meeting.’”’ Even when con- 
fronted with the fact that his name was included on the list with 
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other company officers as being present, Mr. Fischnaller insisted that 
the first time he had heard of the meeting was when it was mentioned 
at the committee hearing. 

This meeting was of vital importance to the company’s future, and 
his claim of no knowledge of such meeting would mean that, as the 
president and chairman of the board of directors, he would have been 
the only officer not informed of the decision which later resulted in a 
large increase in expenditures. 

t this point in the hearing, Congressman Talle made a pertinent 
observation when he remarked: 


As I said some time ago, Mr. Fischnaller, you completely bewilder me, because 
in so many things you are clearly methodical and precise. I recall your words, 
“watching the ticker tape daily,’”’ and doing other things which would indicate 
methodical behavior. But in your testimony today there are so many cloudy 
skies that I frankly say, I am bewildered, I do not understand your testimony. 

In regard to the purchase of used equipment, Mr. Kadow testified 
that about $80,000 worth of equipment and tools, including mining 
cars, electrical tramming machine, mucking machine, table and sup- 
plies, were obtained for $8,500. Some was claimed to be unused 
inventory of mining tools. Mr. Kadow, in his attempt to justify the 
company’s action, claimed that if the company had wanted to pur- 
chase new equipment there was not sufficient time to schedule delivery 
for the June boat shipment after the funds were made available on 
May 15, 1951. It was also his contention that had the company 
purchased the 24-ton mill the output of the mill would have been 
considerably more in view of the quality of the ore available at the 
Lost River mine. 

The contentions of Mr. Kadow are not impressive when it is con- 
sidered that increased expenditures from Government funds have 
constantly been required to support the larger mining operation. 
This has been very clearly stated in a report of Mr. Homer Mann, 
DMPA engineer, dated December 27, 1951, which reads as follows: 

Though there was no evidence that there was authority to do so, it was evidently 
at this point that it was decided to attempt the installation of a 100-ton plant 
in lieu of the 25-ton unit for which the funds available were estimated. It should 
have been obvious that this would have been impossible even if the 100-ton mill 
could have been obtained at the cost estimated for the smaller one. The entire 


mine plant, including housing, mine development, etc., were involved and the 
subsequent shortage of funds should have been expected. 


In a later report, Mr. John Croston, engineer for the General 
Services Administration, stated: 


Notwithstanding Washington's approval of a 25-ton pilot mill, the company 
officers met in Seattle with officials of the Bureau of Mines, Juneau, Alaska, office, 
and secured approval of Juneau, as evidenced by a letter of May 14, 1951, to the 
company going ahead with the installation of a 100-ton mill. The money allo- 
cated for the 25-ton mill was stretched by buying secondhand machinery from 
an Alaska gold mine which was closing down, as well as other sources. This was 
the first in a long series of unfortunate or unexpected events which created great 
difficulties for the project and tremendous expense to the Government * * *. 
Having gone ahead without Washington authority to erect a 100-ton mill, this 
brought in its wake greater expenses for housing, power, water supply, mine 
development and equipment. 


Whatever private reasons company officials may have had for the 
purchase of unauthorized equipment, the fact remains that such 
reasons were not transmitted to the Government for the purpose of 
amending the contract prior to the purchase of such equipment. 
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Mr. Kenneth J. Kadow admitted in his testimony that the equip- 
ment had been installed when he told Government officials in Washing- 
ton of the purchase in the fall of 1951. The unfortunate fact is that 
company officials immediately failed to follow the terms of their 
contract which was signed with the Government, while accepting 
advances of funds under the contract. 


ADMINISTRATION 


There were numerous Government agencies which had a part in 
recommending or administering the loans to the United States Tin 
Corp., and there was an indefinite division of many of those respon- 
sibilities. 

The unnecessary expenditure of funds, from Government advances, 
by the United States Tin Corp. was made possible through inefficiency 
in administration and a failure on the part of certain individuals in the 
Government to properly safeguard the interest of the Government. 
The friendship between some Government employees and officials of 
the United States Tin Corp., when considered with favorable re- 
ports unwarranted by the facts, leads your committee to conclude 
that a large part of the funds advanced by the Government were 
not in accordance with the exercise of sound business judgment. 

More specific details covering administration within the agencies 
most directly concerned are discussed under the headings which 
follow: 


GENERAL SERVICES ADMINISTRATION AND DEFENSE MATERIALS 
PROCUREMENT ADMINISTRATION 


The general procedure in other mining projects has been first to 
carry out an exploration program to determine the existence of the 
ore and at the same time proceed with the necessary problems in 
experimentation. Agencies within the Department of the Interior 
recommended the installation of a small pilot mill in order to first 
conduct the necessary experimentation, and to later expand to a com- 
mercial operation when it proved to be profitable. This provision 
for the small pilot mill was carried forward into the contract entered 
into between the United States Tin Corp. and the General Services 
Administration, and it appears to have been largely the responsibility 
of the General Services Administration to administer the contract 
thereafter. 

Those who were charged with the administration of the loan first 
erred by failing to maintain a knowledge of the type equipment being 
installed, thereby permitting the installation of commercial equipment 
to the exclusion of -pilot-mill equipment. Although this action by 
the United States Tin Corp. was in direct conflict with the objective 
of exploration and experimentation, when officials within GSA and 
DMPA gained knowledge of this apparent breach of contract, no 
effective action was taken. Whether the failure of these officials to 
take effective action should be attributed to a lack of understanding 
of the consequences which would result, or to a neglect of duty, the 
result is the same. That result has been an expenditure of increased 
funds for housing, power, water supply, roads, and equipment, which 
would not have resulted otherwise. Although the contract constitutes 
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the authorization for the equipment, the larger plant was purchased 
without any change in the terms of the contract relating to the size 
of the equipment. The failure to adhere to that provision of the 
contract has resulted in the expenditure of hundreds of thousands of 
dollars in Government funds. These terms were arrived at after 
several conferences in Washington which included technical personnel, 
and it appears to your committee that the formality of a written 
contract is of little value unless its terms are adhered to until modified 
by proper procedure. 

It appears from the testimony that either Mr. J. S. Nicoll or Mr. 
R. D. Mason, or both, had charge of the United States Tin Corp. case 
for the Credit and Finance Division of the General Services Adminis- 
tration during most of the period covered by the investigation. Mr. 
Walter Day handled the case for the Credit and Finance Division 
prior to October 1951, 

Mr. J.S. Nicoll admitted at the hearing that Mr. Kenneth J. Kadow 
telephoned him at his home and wrote him personal létters concerning 
United States Tin Corp. business, which were not included in the files 
of the General Services Administration. Mr. Nicoll testified that he 
usually acknowledged these letters, but he stated that he could not 
produce copies of Mr. Kadow’s letters or his replies. 

Mr. Nicoll acknowledged in his testimony that he was sympathetic 
with the United States Tin Corp. and sympathetic with Mr. Kenneth 
J. Kadow as an individual, and that he was relieved of handling 
the United States Tin Corp. case in October 1953, and he believes that 
he was taken off the case because it was felt that he had been too closely 
associated with Mr. Kenneth J. Kadow. Both Mr. Nicoll and Mr. 
Mason went out with Mr. Kadow socially. Mr. Nicoll stated that the 
purpose of going out with Mr. Kadow socially was generally to obtain 
additional information about the corporation, but your committee is 
not aware of any reports setting forth information so obtained. 

When it was pointed out to Mr. Nicoll that an analysis which he 
made of the United States Tin Corp. tended to minimize the costly 
delays and basic problems that might continue to be costly, his expla- 
nation was that most of the people to whom copies were directed and 
most of the people working on the case were well aware of the delays. 
Mr. Nicoll referred to the mill starting operations in June in one of his 
reports, but actually the mill ran for a test run of only a few days. 
Mr. Nicoll prepared an analysis of the United States Tin Corp. dated 
March 10, 1953, in connection with the application for an advance of 
Government funds of $1,300,000, and stated that the Government 
would be little worse off in July 1954 as compared with July 1953, but 
acknowledged at the hearing that the Government was approximately 
$800,000 worse off in July 1954 than in July 1953. 

The hearing did not produce any recommendation which was made 
by Mr. Nicoll or Mr. Mason which was adverse to any advance of 
funds made to the United States Tin Corp. 

Although Mr. Homer Mann, engineer for DMPA, had written a 
report dated December 27, 1951, stating that it should have been 
obvious that a 100-ton mill could not be -installed from the funds 
available for the 1 ton per hour mill provided for in the contract, due to 
increased costs for housing and other equipment, it is interesting to 
examine the reasoning of officials within GSA. 
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Mr. P. W. Jordan, credit and finance officer of GSA, testified that 
he believed he knew of the installation of the 100-ton mill in the fall 
of 1951, and that he received the information verbally from Mr. Ken- 
neth J. Kadow when additional financing was discussed. Mr. Jordan 
stated that Mr. Kadow’s explanation was that the obligation under 
the contract to construct a 1-ton-per-hour mill did not prohibit them 
from constructing a larger mill. Mr, Jordan was asked to state the 
interpretation which he made at that time, and he stated that he 
made no interpretation. When Mr. Jordan was asked if he took any 
action, he replied that he had no advice that such action was any vio- 
lation of the loan agreement. Mr. Jordan stated that there was no 
presentation by the contractor that a 100-ton mill had been put up, 
and continued by stating: 

Our files indicate merely that it came to our attention at that time in the 
course of discussion. 

Mr. Jordan did not know of any meetings that were held in GSA or 
DMPA with regard to the violation of the contract relative to the 
installation of the 100-ton mill. 

Mr. Robert D. Mason, former Assistant to the Director of the 
Credit and Finance Division, GSA, testified that he thought he found 
out that a 100-ton mill was being installed on or about October 8, 
1951, and he further stated: 

* * * 


But I want to tell you this, that to me it was a favorable thing rather 
than unfavorable, that they had enough business judgment to go in there and see 
a pilot operation would not ever make this thing a success. 


Mr. Mason testified that he discussed this matter with Mr. P. W. 


Jordan, Mr. Homer Mann, and Mr. Weston Bourret. Mr. Mason 
acknowledged that he knew that the contract provided for a 1-ton- 
per-hour mill, but that he did not consider this to be a material breach 
of the contract, and not being a lawyer or engineer, he thought it was 
a point in favor of the operation at that particular point. 

Mr. Irving Gumbel testified that in September 1951 he became 
assistant to the Administrator of DMPA, and reported to the Admin- 
istrator. Mr. Gumbel indicated that the installation of the 100-ton 
mill came to his attention in November 1951, and he took the position 
that the language in the contract referring to a mill of 1-ton-per-hour 
capacity may have been interpreted to be a minimum of 1-ton-per- 
hour capacity. Mr. Gumbel continued by stating: 

I didn’t say it wasn’t a violation of the contract, Mr. Warren, but I said, 
assuming it was a violation of the contract, what could we have done about it’ 
Mr. Gumbel did not remember that he or anyone in GSA or DMPA 
ever took up the matter of the violation of the terms of the contract 
with respect to the 100-ton mill with the United States Tin Corp. 

Mr. H.C. Maull, Jr., Director of the Purchase Division, Emergency 
Procurement Service, GSA, stated that he first learned that the 
United States Tin Corp. was installing a 100-ton-per-day mill on 
October 10, 1951, and he did not take any action because it had 
already been installed. Mr. Maull later stated that he informed 
Mr. Howard I. Young, Deputy Administrator, DMPA, on the 
telephone that he understood the mill had been completed into a 
100-ton unit, and according to Mr. Maull the statement was made 


by Mr. Young that nothing could be done about it as long as it had 
been completed. 
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ALASKA FIELD TEAM 


Mr. S. H. Lorain, executive officer of the Alaska field team, was 
described by Mr. Kenneth J. Kadow as being a very dear personal 
friend. It was Mr. Lorain who wrote Mr. Harry R. Fischnaller, 
president of the United States Tin Corp. on January 17, 1951, and 
suggested that he get in touch with Mr. Kenneth J. Kadow, if he 
returned to Washington, for the purpose of expediting his application. 
Mr. Lorain stated in the letter that Mr. Kadow knows his way around 
Washington, and had told him that he would be most happy to assist 
“Mr. Fischnaller. 

Mr. Lorain stated in his testimony that he had been very enthusi- 
astic from the beginning about the possibility of finding tin in the 
Seward Penimsula, and when he was asked why Mr. Kadow referred 
people to him when he wanted a favorable decision, Mr. Lorain 
replied: “Il suppose because he thought I was sold on the project.” 
When funds were requested for the construction of a road, Mr. Lorain 
recommended the expenditure of these funds. Just prior to the 
authorization of an expenditure of $226,000 for exploration by DMEA, 
Mr. Lorain recommended more than $900,000. When the determina- 
tion was made by Mr. Howard 1. Young, Deputy Administrator of 
DMPA, on April 1, 1952, that no further funds should be advanced, 
Mr. Lorain appeared in Mr. Young’s office, $940,000 was authorized 
shortly thereafter, and according to Mr. Young’s statement he relied 
on Mr. Lorain. On April 1, 1952, Mr. Young had written the credit 
and finance officer of GSA that he recommended termination of the 
GSA agreement at the earliest possible date, and that no additional 
advances should be made by the Government until exploration proved 
the existence of a commercial-ore body that could be exploited profit- 
ably in this region of exceedingly high costs and extreme operating 
handicaps. 

The application which was filed by fhe United States Tin Corp. 
was forwarded to the Alaska field team, of which Mr. S. H. Lorain was 
the executive officer, for an investigation and recommendation, by the 
Nonferrous Metals Committee, DMA. When the Nonferrous Metals 
Committee reviewed the report of the Alaska field team, and reduced 
their recommendation from a 100-ton-per-day mill to a 24-ton-per-day 
mill, Mr. Lorain appears to have been very displeased. After the 
Nonferrous Metals Committee had issued its report and set forth very 
definite reasons for reducing the size of the mill to a pilot operation, 
Mr. Lorain wrote a letter to the Nonferrous Metals Committee and 
stated that the project should either be denied or placed on the basis 
of 100 tons per day. A few days thereafter Mr. Lorain contacted 
Mr. Charles, W. Merrill, the chairman of the Nonferrous Metals Com- 
mittee, and again put forth the same argument, and Mr. Merrill 
testified that he then attempted to enlighten him on the broader views 
which had been followed, but after the conference he was not certain 
that he had persuaded Mr. Lorain of the wisdom of the Washington 
decision, and a letter was written to Mr. Lorain in order to have it 
crystal clear that Washington had not changed its views. 

Mr. Lorain was described as being mad about the proposed opera- 
tion of 25 tons in correspondence written by Mr. Kenneth J. Kadow, 
and when this was brought to the attention of Mr. Lorain, he stated, 
“You might call it that.” Mr. Lorain was reminded that Mr. Kadow 
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referred to the Bureau of Mines people as being unhappy with the 
thought of doing an operation as small as 25 tons, and he was asked 
how Mr. Kadow would have known that he was unhappy about this 
determination, and he replied that he probably told him. A further 
indication of Mr. Lorain’s attitude is contained in a letter which he 
wrote several weeks after the issuance of the Nonferrous Metals Com- 
mittee report and the signing of the contract in which he spoke of his 
complaint about the arbitrary revision of field programs by those not 
familiar with the field conditions. 

The report of the Nonferrous Metals Committee, DMA, Depart- . 
ment of the Interior, dated February 26, 1951, indicates that it was 
considered the responsibility of DMA to keep the project under close 
observation so as to be able to act promptly on any proposals applicant 
might later present for financing production expansion, and that a 
copy of the report was forwarded to the executive officer of the field 
team. A letter was also written to the executive office of the field 
team on May 8, 1951, by Mr. Tom Lyon, Director of the Supply 
Division, DMA, in which it was stated that it was very important 
that he keep the operation under close surveillance so that he would 
be prepared to advise on expansion of the operation should the appli- 
cant’s success with the season’s work result in a further application 
for assistance. 

In less than 3 months after the Nonferrous Metals Committee had 
determined that a pilot mill be installed, Mr. Lorain wrote a letter to 
the Director of the Supply Division of DMA stating that he was 
pleased to be able to report that he thought that most of the handi- 
caps had been overcome at that end which were imposed by the down- 
ward revision of the loan. It appears that Mr. Lorain then knew 
that used equipment was being installed, for he stated: 

The new operating team has been able to dig up enough good used equipment 
at bargain prices to enable them to set up an adequate operation. The Hirst- 
Chichagof gold mine near here has decided to close down; consequently, we were 
able to obtain their manager and such of their equipment as would be usable at 
Lost River. Also they have obtained some good used equipment in the States. 

A further statement was made by Mr. Lorain in his letter to the 
Director of the Supply Division of DMA that the United States Tin 
Corp. had consulted them (Bureau of Mines, Juneau) with regard to 
every move that had been made, yet in his testimony, Mr. Lorain 
stated that he could not identify the time that the 100-ton mill was 
being installed because at that time he had nothing to do with the 
administration of the contract and he wasn’t paying particular 
attention to it. 

Ai one point in the testimony, Mr. Lorain stated that he knew that 
used equipment was being installed from the very beginning. At 
another point he testified that he didn’t have the faintest idea as to 
when the used equipment was purchased, and that the question as to 
whether it was used equipment or new equipment never entered his 
head as being an important question. 

Mr. Lorain’s attention was called to correspondence of Mr. Kenneth 
J. Kadow, president of the United States Tin Corp., to the effect that 
a meeting was held in Seattle, Wash., between company officials and 
DMA personnel, on or about March 29, 1951, at which time the 
United States Tin Corp. demonstrated with detailed facts and figures 
that a 100-ton mill could be installed for the same expenditure con- 
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templated for the smaller mill if reconditioned machinery could be 
used. Mr. Lorain stated that 2 of his men did attend a meeting in 
Seattle to discuss the purchase of equipment for the 24-ton mill which 
was authorized by the contract. Mr. Lorain was questioned as to 
whether his men discussed the 24-ton mill and did not discuss the 
100-ton mill, and he replied that he did not think any of them could 
say whether or not a 100-ton mill was mentioned at this meeting. 

Mr. Lorain was requested to write a letter to your committee sum- 
marizing the Seattle meeting, and it was pointed out that Mr. J. A. 
Herdlick and Mr. R. R. Wells, of the Bureau of Mines, attended the 
meeting, and that Mr. Herdlick made some rough computations and 
pointed out that the funds available were not sufficient to finance 
the project on the basis of the Denver Equipment Co. quotations plus 
other requirements that he could foresee. The Nonferrous Metals 
Committee had been furnished a list of equipment and the prices 
of the equipment, on the letterhead of the Denver Equipment Co., 
for consideration prior to making its determination, yet there is no 
indication in the letter submitted to your committee by Mr. Lorain 
that the increased costs calculated by Mr. Wells were ever submitted 
to his superiors in the Department of the Interior who had the re- 
sponsibility to make recommendations to GSA. Mr. Lorain interpre- 
ted the Seattle meeting to be a casual interview which would not 
require a formal report by Mr. Herdlick and Mr. Wells. 

t was acknowledged by Mr. Lorain that sometime after the Seattle 
meeting his office worked up a flowsheet for such equipment as the 
United States Tin Corp. had or expected to have. Mr. Lorain ad- 
mitted that he and Mr. Kadow discussed the equipment being in- 
stalled, but when asked to relate what Mr. Kadow had told him he 
said, “I don’t remember.” 

Mr. Lorain was questioned as to why he did not write the officials 
in the Department of the Interior and inform them that the United 
States Tin Corp. was violating the terms of the Nonferrous Metals 
Committee report, and he replied by saying that he assumed every- 
body in Washington knew what they were doing. 

After the completion of the hearings the committee staff requested 
Mr. B. I. Shacklette, Director of Compliance, General Services Ad- 
ministration, to interview any representative of the Denver Equip- 
ment Co., Denver, Colo., who would be in a position to furnish addi- 
tional information concerning the actions of Government employees 
in the matter of the installation of a 100-ton mill contrary to the 
terms of the contract between the United States Tin Corp. and the 
Government. The Denver Equipment Co. had submitted a list of 
equipment for the mill of 1-ton-an-hour capacity, and this list was 
attached to the application dated February 14, 1951, filed by the 
United States Tin Corp. The contract was signed the following 
month and provided for a concentrating mill of 1-ton-an-hour capacity. 
Mr. Shacklette referred the above request to Mr. Rollin C. Day, and 
a report dated October 12, 1954, was received on October 14, 1954. 

An interoffice communication dated February 21, 1951, from H. W. 
Saupe, of the Denver Equipment Co., sets forth that H. R. Fisch- 
naller, president of the United States Tin Corp., phoned him from 
Washington, D. C., on February 16, 1951, and stated that he and his 
son would like to see company representatives the following day, and 
they came to the Taft Hotel in New York City on February 17, 1951. 
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It was stated that Mr. Fischnaller wanted a flowsheet and quotation 
covering a 1-ton-per-hour pilot plant, and that Mr. MacDonald and 
Mr. Saupe worked this out in order that it could be taken back to 
Washington, D. C., on February 19, 1951. It was further stated that 
it was the plan of Mr. F lachingller to get Government backing, and if 
successful would order this equipment immediately. 

An interoffice communication dictated by J. MacPhail to J. Sullivan 
dated March 9, 1951, sets forth that Mr. MacPhail had met Mr. 
Kenneth J. Kadow when he called on Mr. Fischnaller, that Mr. 
Kadow was in the tin business with Mr. Fischnaller, and that the 
reason for this as he saw it was that he was a very important man in 
Alaska because of his governmental business and had a lot of drag in 
Washington. It was further stated that Mr. Kadow intended to resign 
from the Government service in 30 days, and that Mr. Kadow was one 
of the reasons that Mr. Fischnaller would have no trouble in getting 
his license approved. It was stated that he worked all day with 
Mr. Kadow at the Interior Department the previous Saturday in 
response to a call from Mr. Kadow, and mentioned a capital interest 
which he had in the development of iron deposits. 

In an interoffice communication from Mr. Higgins to Mr. Saupe 
dated March 23, 1951, Mr. Higgins stated that he had an idea that 
the Government men would have their say. 

In an interoffice communication from Mr. Higgins to Mr. John H. 
Sullivan dated March 31, 1951, it was stated that he attended a 
meeting at the Gowman Hotel after he had received a phone call 
from Mr. K. J. Kadow. The participants were listed as follows: 
Directors Harry Fischnaller, F. H. Furey and McIntosh; engineers 
R. R. Wells and J. A. Herdlick; and K. J. Kadow. Mr. Higgins 
offered to step out when he realized that a very important directors 
meeting was in progress, but he was asked to stay. He stated that 
Wells was to be in Denver Thursday of the next week if plans were 
carried out, and continued by stating— 

He is to see Mr. Thom and he hopes that it won’t take him over 2 hours to agree 
on the major items to be bought. 

It was stated that he was to see the Humphrey people too, but defi- 
nitely wanted to get away the same day. Mr. Higgins wrote further 
that— 

I heard Kadow’s instructions to Wells on his coming interview with Thom and 
that was to arrange with you to give him a general plan for a gravity flow and 
gravity separation plan; no flotation at present as that will be worked out after 
or while the present proposed plant is in operation. 

The interoflice communication ended with the statement that flow- 
sheet and two other papers handed to him to send on to Thom were 
enclosed, and that same were to be handed to Wells while there. 

In an interoffice communication dated April 3, 1951, from Higgins 
to C. V. Johnson, Mr. Higgins stated that he attempted to draw out 
Wells on the subject of DECO and that Mr. Wells stated that he 
could not use any Denver sub a cell except the No. 18 special as that 
one and that one only enabled him to get high efficiency. The memo 
ended with the statement: 

I have got to play along with that chap and his associates in the Bureau on 
this tin job. 

A very pertinent interoffice communication was written by Mr. 
Quinn to Mr. Higgins dated April 6, 1951, in which the statement was 
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made that Mr. Wells came to the Denver office the previous day, and 
that Mr. Quinn was extremely disappointed in the whole deal. It is 
interesting to note the following language relative to the mill: 

The process to be used on handling the tin and tungsten recovery in the 100-ton 
mill in Alaska was discussed at Jength, and a decision reached as to the recom- 
mended flowsheet. In approximately 1 week our quotation will be forthcoming 
on the complete 100-ton plant which we would recommend * * *. I personally 
doubt very much that this company can mill on a 100-ton basis at 1 percent and 
less tin and still come out economically taking into account the fact that they must 
operate in such an obsolete place and may or may not be able to operate the year 
round. But this is neither here nor there as from the information given to me the 
United States Government has already sponsored them with a few dollars, but 
this was to be used for a 25-ton plant whereas the boys were formerly interested 
in a 1,500-ton plant and now are trying to settle for a 100-ton plant. 

The communication continued: 


To be perfectly frank with you this fellow Wells admitted that Kadow is what 
we consider a large style promoter here in the United States. This should rot be 
repeated to Kadow or anvbody else for fear of jeopardizing Wells’ position with the 
United States Government or with Kadow who I understand is his neighbor in 
Alaska. Therefore, frankly we are not going to prepare any 1,000-ton mill quota- 
tion without having more assurance that the project is going to go ahead. It just 
does not stand to reason that anybody is going to put up a 1,000-ton mill without 
first having pilot plant or at least batch test work conducted, and as far as we can 
tell from this file there has been no such investigation. 


ENGINEERING REPORTS 


It appears that some of the recommendations which were made for 
the advance of funds by nontechnical personnel did not give adequate 
consideration to the engineering reports. On December 14, 1951, 
Mr. Homer Mann, engineer, Minor and Light Metals Branch, DMPA, 
wrote an analysis in which he stated as follows: 

On the basis of presently known data on operating costs, metal recoveries and 

market prices, none of this material can be considered ore except the granite ore 
which is not at present accessible to mining and must be further explored to define 
its status. 
Mr. Mann recommended that (1) the decision concerning the request 
under consideration for an additional loan should be made with the 
knowledge that the project was speculative, and that additional funds 
would be required for the mine to operate; (2) that it was believed 
that the operation as proposed would not be profitable unless a sub- 
sidy price on the order of $1.50 per pound of tin could be paid; (3) and 
that the ore reserves should be reestimated in the field based on prac- 
tical mining conditions using a realistic cutoff grade. He further 
stated that a revolving fund of about $800,000 would be required. 

On January 29, 1952, Mr. Weston Bourret, Chief, Minor and Light 
Metals Branch, DMPA, wrote a letter to the Director of the Domestic 
Expansion Division, commenting on the analysis of Mr. Homer Mann 
dated December 14, 1951. Mr. Bourret stated that this report 
brought out the fact that there was not sufficiently developed ore on 
which to base a sound mining operation, and that additional financing 
to the extent of perhaps $800,000 or more would be required. Mr. 
Bourret stated that that report revealed that in the light of the 
knowledge as of that time, the possibilities of producing significant 
amounts of tin at the then market price of $1.18 per pound were too 
remote to justify the use of additional Government money. He 
stated further that the United States Tin Corp. had applied for an 
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exploration project which was then under review, and that until the 
exploration program was brought to a successful conclusion they were 
convinced that the ore reserves as of that time were inadequate to 
justify additional assistance. Mr. Bourret concluded his report by 
stating: 

Consequently, we recommend that no further advances be made on the supple- 
mentary $278,000 loan until the DMEA exploration contract now being nego- 
tiated proves the existence of a commercial ore body that can be exploited in this 
region of exceeding high costs and extreme cljmatic handicaps. 

On November 5, 1952, Mr. V. A. Brussolo, engineer, Minor and 
Light Metals Braach, DMPA, wrote an analysis addressed to the 
Director of the Domestic Expansion Division, in which he covered 
an inspection of 16 days at the mine, beginning September 21, 1952. 
It was stated in this report that unless a great deal of ore should 
be disclosed by future exploration the venture would not be a profit- 
able undertaking. He added that it would be reasonable to expect 
finding more ore, but that little economic weight could be attached 
to prospective mineral. Mr. Brussolo estimated that on the basis of 
data then available, the operation of the venture involved a net loss 
to DMPA in the neighborhood of $700,000, assuming the value of the 
tungsten concentrate to be realizable, or a loss of $1,100,000 if not 
recoverable. It was further stated that the operation of the mine 
during the previous 6-month period had been unsatisfactory primarily 
due to lack of planning and coordination of the work. 

The combined metals per ton value of ore was estimated to be 
$35.67 which would provide a margin of only $1.73 per ton and in- 
sufficient to defray amortization of capital, interest, and depreciation. 
It was further stated that the sampling, assaying, testing, and the 
keeping of the engineering operational records constituted some of the 
most unsatisfactory phases of the operation affecting seriously the 
direction and performance of the property. He continued by stating 
that the records of the operation were illkept, fragmentary, scattered, 
not readily available, and occasionally, improperly and erroneously 
recorded. The need for collecting, assembling, and systematizing the 
basic data was said to be a primary urgency. 

Mr. Brussolo found the mill operations to be very unsatisfactory. 
The accommodations for the employees were said to be inadequate. 

Mr. Brussolo wrote a second report dated February 17, 1953, 
covering his examination of the Lost River Mine during January 3, 
to January 20, 1953. In this report he stated that the lack of 
water was the foremost obstacle to uninterrupted operations through- 
out the year. He stated that if the difficulty remained unsolved by 
October 1953, it would appear inadvisable to continue with the 
venture. He reported an improvement in ore reserves. He also 
stated that the exploration program would be actively pushed through- 
out the interval of the scarcity of water. It was stated that the 
difficulty encountered in breaking ore and stopes had been largely 
overcome. 

ImprorpeR Rxecorps 


On February 17, 1954, the General Services Administration wrote 
Mr. Kenneth J. Kadow, president of the United States Tin Corp., 
and summarized briefly audit reports which had been prepared from 
September 30, 1951, to September 30, 1953, by both certified public 
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accountants and the Internal Audit Division of GSA. It was stated 
in this letter that deficiencies had been of such long standing that it 
was impossible to suppose that the management of the Company was 
unaware of their existence. It was further stated that none of the 
company’s financial statements audited by the independent account- 
ants, for the year ending September 30, 1951, and the semiannual 
statements audited thereafter to September 30, 1953, contained an 
unqualified opinion concerning the financial condition of the company. 

Your committee examined five audit reports which were prepared 
by certified public accountants and the Internal Audit Division of 
GSA, and the deficiencies covered in these reports are summarized 
as follows: 

Touche, Niven, Bailey & Smart, certified public accountants, 
wrote a letter dated November 9, 1951, with regard to an examination 
of the balance sheet and related statements of the United States Tin 
Corp. The status of the records as of that time is shown from the 
following: 


During the course of our examination, we found the company’s accounting 
procedures and system of internal control to be inadequate. It was not prac- 
ticable to extend our tests and audit procedures to the extent necessary to give 
us satisfaction as to the reliability of the records. 

With respect to the inventories, we did not observe the procedures employed 
in determining the inventory quantities or make tests thereof at September 30, 
1951, and we were unable to satisfactorily verify the pricing of the supplies inven- 
tory since the company has estimated quantites and prices in many cases. We 
were unable to satisfy ourselves as to the reliability of the inventories by other 
auditing procedures. Since this is our first examination of the company’s financial 
statements, we did not observe and test the inventories ourselves as to the relia- 
bility thereof. 

The company has followed generally accepted accounting principles, except 
that in most instances freight, installation costs, and some other expenditures 
relating to the acquisition of property, plant, and equipment are charged directly 
to expense, and except that some expenses relating to prior years are included 
in current-year operations. Due to the inadequacy of the accounting procedures 
the information necessary to properly classify these expenditures is not available. 

In view of the above circumstances, we are not in a position to express an 
opinion upon the financial statements. 


On May 19, 1952, Rankin & Stokes, certified public accountants, 
examined the balance sheets and related statements of the United 
States ‘Tin Corp. Their report sets forth the following: 

We were able to verify only a portion of the mine, mill, and boardinghouse 
supply inventory as to quantity and we did not confirm that the company is 
neither directly nor contingently liable for operating supplies furnished by Gov- 
ernment agencies at no cost to the company for use on the mine property as 
explained in note 4 to the balance sheet. 

On September 30, 1952, Rankin & Stokes, certified public account- 
ants, wrote a report setting forth the following: 


Due to the manner of storage and the location, we were unable to verify the 


company’s weights and assays of the tin and tungsten concentrates produced in 
1952, 


_We did not confirm that the company is neither directly nor contingently 
liable for supplies furnished by Government agencies at no cost to the company 
for use on the mine property, as explained in note 2 to the balance sheet. 

On March 31, 1953, Rankin & Stokes, certified public accountants, 
wrote a report setting forth the following: 


The inventory valuations of mine, mill, and boardinghouse supplies and of 
exploration project supplies represent estimates of the cost of quantities on hand 
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at March 31, 1953, as explained in note 1. Under the circumstances, we are unable 
to render an opinion regarding these inventories. 

We did not confirm that the company is neither directly nor contingently liable 
for supplies furnished by Government agencies at no cost to the company for use 
on the mine property, as explained in note 1 to the balance sheet. 

An interim audit report was prepared by the General Services 
Administration covering the period from March 23, 1951, to Sep- 
tember 30, 1953. 

It is stated in this report that amendment No. 2 to the contract 
provides for the use of four special bank accounts, and for separate 
records covering the disbursement of funds from each account. The 
audit report states that the company failed to follow the provisions 
of the contract in relation to establishing and maintaining these special 
accounts. Due to the commingling of funds the auditor was unable to 
trace all disbursements as to the multiple sources of funds received 
and deposited. 

According to the auditor’s report, a comparison was made of the 
contractor’s original estimated costs, supplemented by monthly esti- 
mates, with actual expenditures for the various projects under the 
development program, and that substantial variations were observed. 
To illustrate, the estimated expenditures for buildings and equipment 
to September 30, 1953, were approximately $158,000, and actual ex- 
penditures amounted to $235,000. 

The auditor was unable to determine accurately the value of the 
materials and supplies in inventory as of September 30, 1953. The 
company did not maintain a perpetual inventory control over receipts 
and requisitions. Since issues of supplies had not been properly con- 
trolled, the costs of operations could not be accurately established. It 
was reported further that no consistent basis had been developed for 
the allocation of indirect expenses, and that such allocations had been 
made on an arbitrary basis by the mine superintendent. This was 
said to be true not only of indirect expenses of the development pro- 
gram but also of those expenses which were allocable between the de- 
velopment and exploration programs. 

The auditor found that the basis for making charges to employees 
for room and board, travel, and other items, was unsatisfactory. 
Such deductions were said to have been made from employees’ pay 
checks by office personnel at the mine largely on the basis of their per- 
sonal knowledge of the transactions. 

The GSA auditor reported that he searched the company’s files for 
production records but only a few inadequate reports were located, 
and the auditor was unable to find accurate records of the quantities 
of concentrates shipped. The weights of shipments of concentrates 
were found to be estimated by company representatives. It was 
further stated that it had been found to be impossible to determine 
the exact amount of concentrates produced and whether all of the 
concentrates produced were actually shipped. It was said that on 
the basis of the records made available, the auditor was unable to 
account for the disposition made of all processed concentrates. 


INADEQUACY OF Private CAPITAL 


The books and records of the United States Tin Corp. were kept in 
such manner that no known definite statement has been made as to 
the amount of cash which came into the corporation prior to the 
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Government-guaranteed loan. However, an examination of the 
September 30, 1950, balance sheet would indicate that only a small 
amount of cash came into the corporation from the sale of stock or as 
paid-in surplus prior to the Government-guaranteed loan. As of that 
date the total stock issued was listed as $4,320, and the total paid-in 
surplus listed was $5,040. Although the balance sheet referred to 
lists stock subscribed and paid for but unissued at $154,500, of that 
amount $153,000 appears to be for 153,000 shares of stock issued to 
H. R. Fischnaller, F. H. Furey, and A. F. McIntosh, directors, for 
their option on the mining property. No funds came into the cor- 
poration for the 153,000 shares of stock issued to these 3 individuals. 
Actually, the records reveal that these individuals held an option to 
purchase the mining property for $250,000 from the surviving directors 
of the Lost River Tin Mining Co., the owners of the property. H.R. 
Fischnaller made a payment of $14,000 on the mining property in 
1949, and it is his contention that the corporation is now indebted to 
him for expenditures made for the company prior to the Government- 
guaranteed loan totaling $63,073.79, including the $14,000. After the 
Government came into the venture, the General Services Administra- 
tion paid the remainder of the $236,000, less a discount for cash, on 
the mining property. 

Two of the most important factors relating to the business judgment 
of the Government are the financial condition of the corporation on 
the date that the application for assistance was filed on November 18, 
1950, and what transpired thereafter with regard to finances. 

The financial condition of the United States Tin Corp. at the 
approximate date that the Government entered into negotiations to 


aid the company by means of a purchase contract and the guaranty 
of a bank loan is probably most accurately revealed from a balance 
sheet dated September 30, 1950. This balance sheet is understood 
to have been filed for tax purposes and not for the purpose of securing 
a loan, and set forth an earned surplus deficiency of $10,533.88. The 
GSA auditor who testified before your committee was asked this 
question: 


When the Government got into this loan, was there really anything in this 
corporation; if they had paid all of their bills, would the corporation have been 
worth anything? 

The GSA auditor replied: 
No; the corporation if liquidated at that period would still owe money. 


The Government advanced funds to the United States Tin Corp. 
at a time when the corporation was indebted for the entire purchase 
price of its mining property, the amount of $14,000 was owed to its 
president and the amount of $236,000 was owed to the surviving 
directors of the Lost River Tin Mining Co. While there was an 
apparent intent at the beginning of the negotiations that some pri- 
vate funds other than contributions for exploration would be invested 
in the corporation, it is interesting to note what actually transpired 
from an examination of available records. Since most of these com- 
pany transactions were with Mr. H. R. Fischnaller, an analysis of the 
figures which the GSA auditor extracted from the corporation’s 
books and made available to the committee will be attempted. 

The records made available to your committee by the GSA auditor 
reveal that the total amount credited to the account of H. R. Fisch- 
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naller from the date of the first application for assistance to the date 
of the hearing, by the United States Tin Corp. was $88,602.97. Of this 
amount, $14,000 was for a payment on mine property made in 1949; 
$9,360 was an entry to reverse stock entries in 1949; $4,512.30 covered 
purchases prior to 1948 recorded on May 31, 1951; $10,643.97 was for 
expenditures of unknown dates which would appear to be for funds 
previously expended, since $9,992.06 of this amount was for travel; 
and $7,500 was for a bill payable to Mrs. Tweet, such payment having 
been made on an unknown date and incurred in 1949; $1,000 for an 
advance on an unknown date, and an advance of $381.13 on an 
unknown date. These expenditures which were made prior to the 
filing of the application and for unknown dates total $47,397.40, and 
when subtracted from the total amount credited to H. R. Fisch- 
naller leave a total of $41,205.57 representing funds apparently ad- 
vanced after the filing of the application. Since the $7,500 bill could 
have been a part of the indabtedniens listed to Mrs. Tweet on the 
financial statement accompanying the revised application, if Mr. 
Fischnaller were given the benefit of the doubt for having paid this 
$7,500 bill after the filing of the application, when added to the 
$41,205.57 there would be a total of $48,705.57 paid into the corpora- 
tion or expended by Mr. Fischnaller after the application was filed, 
and $12,025.10 paid on unknown dates. 

The records of the GSA auditor further reveal that during that 
same period, from the date of the filing of the first application on 
November 18, 1950, H. R. Fischnaller withdrew from the United 
States Tin Corp. the sum of $60,050. Apparently no Government 
agency made it a part of its business to know that H. R. Fischnaller 
had withdrawn this sum, and a communication from the Federal Re- 
serve Bank of San Francisco dated August 13, 1954, to the General 
Services Administration, contains the following statement: 

The application for the V-loan first came to the attention of this bank on 
March 28, 1951, when it was received from the financing institution, the Seattle 
Trust & Savings Bank. We are informed that it has been stated that H. R. 
Fischnaller withdrew funds from the company prior to that date but the infor- 
mation available to us does not cover any such prior disbursements of the borrower. 

On April 3, 1951, Mr. Booth, of the Federal Reserve Board, sent a 
telegram to Mr. J. M. Leisner, of the Federal Reserve Bank of San 
Francisco, requesting that he obtain from the Seattle Trust & Savings 
Bank what terms and conditions the bank had in mind proposing in 
connection with the loan and whether it was anticipated getting the 
personal endorsement of the principals. At the hearing, Mr. Leisner 
was asked whether the personal endorsement of the principals was 
secured, and he answered by stating: 

No. The response to that wire was that in seeking counsel with the financial 
institution we were told that part of the plan was to ask Mr. Fischnaller to pro- 
duce $60,000 of outside capital in the company, and in view of the introduction 
of that sum the bank’s judgment was that his endorsements, the endorsements 
of the principals of the company, were not necessary. 

On the date the revised application was filed, H. R. Fischnaller had 
endorsed a note to the Seattle Trust & Savings Bank in the amount of 
$88,000 for the United States Tin Corp. It is further revealed from 
the above that $60,000 in outside capital was being contemplated on 
April 3, 1951, and due to this fact endorsements were not to be required 
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of the principals. No known endorsements of company officials were 
obtained for the guaranteed loan or straight Government loans. 

The question now arises as to whether Mr. H. R. Fischnaller de- 
posited the $60,000 or such amount as would be required under the 
guaranty agreement. It is interesting to note at this point that while 
Mr. H. R. Fischnaller signed the corporation contract containing this 
provision, your committee has been unable to locate a separate agree- 
ment through GSA covering this provision which should have been 
required of Mr. Fischnaller. 

According to the Federal Reserve Bank of San Francisco, the 
financing institution, as a part of its original submission, submitted 
essentially the following as one of a number of conditions and this 
condition was strongly supported by the Federal Reserve Bank of 
San Francisco and became a part of their report. 

The borrower shall provide $60,000 in eash for working capital purposes prior to 
disbursement of any of the proceeds of the loan. Such additional cash shall be 
provided either by the sale of capital stock or by a loan from H. R. Fischnaller. 
If the funds are provided by a loan, subject loan will be subordinated to this loan. 

After the above recommendation had been forwarded, the Federal 
Reserve Bank of San Francisco was informed by the financing insti- 
tution on May 7, 1951, that the General Services Administration was 
willing to modify this condition and to permit the cash for working 
capital to come from the proceeds of tin and tungsten concentrates. 
This modification was presented to the General Services Administra- 
tion by the Federal Reserve Bank of San Francisco without recom- 
mendation. The revised condition was approved by the General 
Services Administration and the original condition was replaced by 
the revised condition and became a part of the guaranty agreement. 
The revised cendition follows: 

The borrower shall provice $60,000 in cash for working capital purposes. Such 
funds shall arise from the sale of tin and tungsten concentrates now being proc- 
essed after liquidating current bank loans, bills, and trace accounts payable. In 
the event the sale of tin and tungsten concentrates now held is not adequate to 
pay bank loans, bill and trace accounts payable and in addition provide $60,000 
cash working capital, any Ceficiency is to be restored by H. R. Fischnaller from 
sources outside the corporation; any aCvance mace to the corporation by H. R. 


Fischnaller shall be shown on the corporation’s books by notes or accounts pay- 


able, the repayment of which shall be subordinated to the loan created uncer the 
guaranty. 


The approval date of the revised condition by the General Services 
Administration was May 14, 1951, and the guaranty agreement itself 
was issued on May 15, 1951. 

The purpose to be accomplished in changing the above language 
is indicated from a telegram from Mr. Barrett (of the Federal Reserve 
Bank of San Francisco) to Mr. Booth, of the Board of Governors of 
the Federal Reserve System, dated May 10, 1951, relative to the 
V-loan of the United States Tin Corp. In that telegram it is stated 
as follows: 


Financing institution proposes deletion of present condition No. 4 and the 
substitution in place thereof of the following: “4. The borrower shall provide 
$60,000 in cash for working capital purposes. Such funds shall arise from the 
sale of tin and tungsten concentrates now being processed after liquidating current 
bank loans, bills, and trade accounts payable. In the event the sale of tin and 
tungsten concentrates now held is not adequate to pay bank loans, bills, and 
trade accounts payable and in addition provide $60,000 cash working capital, 
any deficiency is to be restored by Mr. H. R. Fischnaller from sources outside 
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of the corporation. Any advance made to the corporation by Mr. H. R. Fisch- 
naller shall be shown on the corporation’s books by notes or accounts payable, 
the repayment of which shall be subordinated to the loan created under the 
guaranty.” Financing institution believes inclusion of clause providing for 
deposit of $60,000 prior to disbursement of loan proceeds as required by present 
condition No. 4 undesirable in view of possible delay in the receipt of proceeds of 
sale of coneentrates. In view of direct contact between borrower, financing 
institution, and guarantor, the paragraph is submitted for approval of the 
guarantor without any recommendation on our part. Please advise by wire if 
amended paragraph 4 approved by guarantor.—BaRrRetTr. 

The above telegram dated May 10, 1951, sets forth the language 
which was included in the guaranty agreement dated May 15, 1951, 
as recommended. The telegram does not indicate that there was 
any change in the thinking with respect to the investment of some 
private capital. The main point that was made in the telegram was 
that loan proceeds could be disbursed prior to the deposit of the 
$60,000. That pertained to the method of disbursement. A second 
change was made from language which provided that— 


the borrower shall provide $60,000 in cash for working capital purposes * * *— 
by adding that— 


such funds shall arise from the sale of tin and tungsten concentrates now being 
processed after liquidating current bank loans, bills, and trade accounts payable 
and in addition provide $60,000 cash working capital, any deficiency is to be 
restored by H. R. Fischnaller from sources outside of the corporation * * *. 

Although there has been much interpreting as to the meaning of 
this language, it appears to be very simple. The question is whether 
the concentrates then held on the date the guaranty agreement was 
entered into on May 15, 1951, were sufficient to pay the bank loans, 
bills, and trade accounts payable, and in addition provide $60,000 in 
cash. If the concentrates then held were not sufficient to pay the 
bank loans, bills, and trade accounts payable, and in addition provide 
the $60,000 in cash, the amount of the deficiency was to be restored 
by H. R. Fischnaller from sources outside of the corporation. The 
inventory of concentrates on hand on May 15, 1951, as ascertained 
from the actual sales thereafter, were less than the applicant repre- 
sented in the application and the liabilities were larger than repre- 
sented in the application. 

The only cash of which your committee has a record of having been 
advanced by H. R. Fischnaller after the date of the guaranty agree- 
ment was $10,000 on May 18, 1951. 

A balance sheet of the United States Tin Corp. dated May 31, 1951, 
sets forth estimated receivables for concentrates at $133,000. Other 
correspondence indicates that a reserve of $13,000 was set up for 
treatment charges, which would reduce the net receipts from this 
sale of concentrates to $120,000. The estimated inventories of tin 
and tungsten concentrates on hand as of May 31, 1951, is set forth in 
the balance sheet at $48,000. When the $48,000 is added to the 
$120,000, the total of the accounts receivable from the sale of con- 
centrates, less treatment charges, and concentrates in inventory as of 
May 31, 1951, appears to be approximately $168,000 from the com- 
pany balance sheet, less freight to the smelter. 

As has been stated previously, the question presented is whether 
the concentrates on hand on the date. the guaranty agreement was 
entered into (May 15, 1951) were sufficient to pay the bank loans, 
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bills, and trade accounts payable, and in addition provide $60,000 
in cash. 

Three items set forth as liabilities in the May 31, 1951, balance 
sheet of the United States Tin Corp. total more than the estimated 
value of the concentrates in process of being sold and estimated to 
be in inventory. This balance sheet lists notes payable to bank, 
$89,000; equipment purchase contracts payable, $19,794.42; and trade 
accounts payable, $68,709.17. These three items total $177,503.59 
in comparison with the company’s estimate of $168,000 for concen- 
trates in inventory and in the process of being sold (less freight). In 
addition to the liabilities set forth above, the May 31, 1951, balance 
sheet lists additional corporation liabilities of $3,200 for salaries and 
wages; $7,635.84 advanced by stockholders other than H. R. Fisch- 
naller; $215.83 in payroll taxes and amounts withheld from employees; 
$9,000 estimated Federal taxes on income; $25,000 as current matur- 
itv on mine purchase contract; and $63,073.79 advanced by H. R. 
Fischnaller. 

The financing institution apparently relied on a letter dated May 
31, 1951, addressed to the Seattle Trust & Savings Bank and signed 
by H. R. Fischnaller. In that letter, accounts payable were set forth 
in the amount of $31,399.13 and a bank loan of $90,000, whereas it has 
been mentioned above that a company balance sheet of the same date 
lists “Trade accounts” payable at $68,709.17. The letter of May 31, 
1951, did not list equipment purchase contracts payable of $19,794.42 
which was listed in the balance sheet of the same date. Mr. Fisch- 
naller took credit against the $60,000 for $11,341.66 expended in 
March, April, and May 1951, whereas the guaranty agreement was 
dated May 15, 1951. While Mr. Fischnaller took credit for funds 
expended by him prior to the date of the guaranty agreement, the May 
31, 1951, letter makes no mention of funds withdrawn by him from 
the company prior to the date of the guaranty agreement. 

Since the bank loan, and bills and trade accounts payable appear 
to have exceeded the value of the concentrates on hand or in the process 
of being sold when the guaranty agreement was signed; and since the 
cash listed on the May 31, 1951, balance sheet was only $923.98, with 
no accounts receivable listed for other than concentrates; and since 
the extracts of the GSA auditor indicate that only $10,000 was 
deposited by H. R. Fischnaller in the corporation after the date of the 
guaranty agreement, the information made available to your com- 
mittee does not indicate that the cash requirements for working capitel 
purposes in the guaranty agreement were met or that an adequate 
study has been made to assure compliance with this provision. 


Stock Sates oF DrrecTors 


Three of the directors of the United States Tin Corp., H. R. Fisch- 
naller, F. H. Furey, and A. F. MelIntosh, held an option on the 
mining property from the surviving directors of the Lost River Tin 
Mining Co. This option was received by these directors without 
cost, except that H. R. Fischnaller made a loan of $14,000 to the 
corporation for the first payment on the option purchase price. 
Mr. Fischnaller advanced this sum in 1949 and the corporation 
obligation to him is carried as a note payable. The total option 
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purchase price was $250,000, and the remaining $236,000 indebtedness 
was paid from the loans received, less a discount for cash. 

H. R. Fischnaller, F. H. Furey, and A. F. McIntosh were issued 
51,000 shares of stock each in the United States Tin Corp. for their 
mere option on the property, for which the Government advanced or 
guaranteed all funds for the purchase price except the $14,000. 

The United States Tin Corp. was reincorporated under the Alaskan 
laws effective January 1, 1953, at which time the number of shares 
of authorized stock was changed from 300,000 shares of $1 par value 
to 3 million shares of 10 cents par value, which would have increased 
the 51,000 shares that each of the above directors received to 510,000 
shares each. 

It was through the sale of this stock that Mr. Fischnaller and Mr. 
Furey apparently received large sums, with Mr. McIntosh receiving a 
lesser amount. The exact amount of money received by these direc- 
tors from the sale of stock is not known, but Mr. Fischnaller admitted 
that the stock (new) sold as high as 62% cents per share and as low as 
10 cents per share. 

Mr. Fischnaller also admitted that he sold United States Tin Corp. 
stock for approximately $85,000, and that Mr. Furey and Mr. 
McIntosh had also sold stock. It appears that these three directors 
received not less than $175,000 from the sale of United States Tin 
Corp. stock. This stock is now in the hands of approximately 300 
stockholders who could receive a return from their investment only in 
the event the millions in loans are repaid. 

The financial condition of the corporation has been mentioned 
elsewhere in the report by making reference to the statement of the 
GSA auditor to the effect that if the corporation had been liquidated 
in the period in which the Government entered into the venture the 
corporation would still owe money, and by making reference to a 
balance sheet which was filed by the United States Tin Corp. within 
2 months prior to the date of the first application setting forth an 
earned-surplus deficiency. 

With an earned-surplus deficiency shortly prior to filing an appli- 
cation for assistance, and with only $17,000 in new funds having come 
into the corporation from the sale of stock after that date, the question 
arises as to whether the interest of the public has been adequately 
considered in allowing some of the directors to personally profit from 
the sale of stock which could have had little if any real value. 
Although the production has been about one-tenth of the funds 
received through loans and an exploration contract, some of the 
directors appear to have personnally profited to the extent of not 
less than a total of $175,000. The Government and the stockholders 
will be the losers until such time as the millions in loans are repaid. 


BaAcKGROUND INFORMATION 


In November 1950, when the United States Tin Corp. filed its 
original loan application, our major supply of tin was being derived 
from Malaya and other countries in southeast Asia. While these 
countries represented 70 percent of our total imports, they were sub- 
ject to internal unrest and future Communist aggression. The prin- 
cipal other known deposits available to the United States were the 
low-grade Bolivian mines which accounted for 13 percent of our total 
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supply. This source was in the process of being nationalized and 
consequently subject to change. In fact, the Government had been 
able to acquire only 35 percent of its tin stockpile objective from all 
world sources at the start of the Korean war. 

The national situation was further aggravated by the growing 
demands of the defense program in this country, as well as others, 
which caused the world price of tin to rise rapidly from its pre-Korean 
level of 75 cents per pound to prices in excess of $1.80 a pound by 
early 1951. In order to effect a more equitable distribution under the 
existing conditions, NPA Order M-8 was issued in March 1951 
authorizing the Reconstruction Finance Corporation to become the 
sole importer of all tin utilized for both Government and industrial 
purposes. 

In January 1951 conservation and inventory limitation orders 
restricting the use of tin were issued by the National Production 
Authority. By May 1951 tin was placed under Government alloca- 
tion due to its short supply, and ceiling price regulations were estab- 
lished by the Office of Price Stabilization in August of that year. 

In view of these domestic and world conditions, the responsible 
agencies were strongly urged, in late 1950 and early 1951, by both 
administration leaders and industry, to aggressively investigate every 
known tin deposit on the American Continent as possible new sources 
to meet the national requirements. 

Since the only known commercial deposits of tin in the North 
American Continent were located in the Seward Peninsula, Govern- 
ment officials again started to consider that region as a potential 
source. For over 50 years the Bureau of Mines and United States 
Geological Survey, as well as private interests, had conducted periodic 
surveys and compiled data on the estimated tin reserves in that area. 


THE LOST RIVER MINE 


The Lost River tin mine is situated in an extremely isolated region 
on the western part of Seward Peninsula 6 miles inland from the 
Bering Sea, and 90 miles northwest of Nome, Alaska. Its location in 
the York Mountains, only 40 miles distant from Russian territory, 
makes it highly vulnerable from a defense standpoint. 

The winters are severe with temperatures ranging as low as —40° F. 
Spring thaws usually start in late May or early June, supplemented 
by considerable rainfall during the summer months when daily tem- 
peratures rise as high as 70° to 80°. This makes year around opera- 
tions very difficult because the area is inaccessible except by air during 
Sor 9 months of the year. The first boat usually arrives from Seattle 
late in June and shipments have to be unloaded on the beach by 
lighters. The last boat leaves early in October. This necessitates 
the purchase and delivery of all operating supplies months in advance, 
and requires that 8 or 9 months of the total year’s production must 
be held for shipment during the 3 summer months. 

In 1951 when the first loan was requested there existed only a 
tractor trail for the 6% miles from the beach to the mine. This has 
since been improved by the Alaska Road Commission and trucks can 
transport supplies at certain seasons. However, it is far from being 
a good haulage road, even at this date. 
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The earliest record of private tin exploration was in 1903, when 
L. Grim, C. Randt, and W. J. O’Brien, Jr., started prospecting in the 
Lost River area. Although they suspended activities in a few months, 
these men incorporated the Lost River Tin Mining Co., at Nome, 
Alaska, in July 1907. Intermittent placer operations are reported to 
have produced a total of 20 tons of tin concentrate between 1904 and 
1911. 

During the years 1912 through 1930 the property was leased by the 
Lost River Tin Mining Co. to three different groups: the Jamme Syndi- 
cate of Seattle in 1912; James F. Halpin and a group of New York and 
Boston people in 1918; and the National Tin Mining Co. in 1928. In 
each instance placer operations resulted in only a limited output and 
the property reverted to the Lost River Tin Mining Co. within 2 years’ 
time. Sometime between 1930 and 1934 A. F. MeIntosh secured 
working control of the Lost River Tin Mining Co., and became presi- 
dent of the newly organized National Tin Mining Co. This fatter 
company consisted essentially of the same group of backers as the 
Lost River Tin Mining Co. In the fall of 1934 the National Tin 
Mining Co. applied to the Reconstruction Finance Corporation for a 
loan but this did not materialize. 

As early as 1920 considerable underground exploration and develop- 
ment work was carried on by the Geological Survey. A complete ex- 
amination of the property was made about the same time by Frederick 
C. Fearing for the James F. Halpin group. Fearing’s report, issued 
in March 1919, complete with maps, assays, and cost estimates, is still 
referred to as an authoritative study of the Lost River Mine. In 1939, 
when Congress passed the Strategic Minerals Act authorizing the in- 
vestigation of domestic tin deposits, the United States Geological 
Survey made further studies at the Lost River Mine. This work was 
carried on during the summers of 1940 and 1941. 

As a result of the national-defense activities the Government con- 
sidered taking over the Lost River Mine in 1942 and approached 
Calumet and Hecla Consolidated Copper Co. to manage the enter- 
prise. In December of that year the Bureau of Mines proposed that 
WPB authorize $1.4 million for exploration, development, and equip- 
ment for a 500-ton-per-day mill. By the following April this cost 
had been increased to $1.7 million for buildings and equipment with 
no stated sum included for exploration or development work. It was 
estimated that operations could start by June 1944 and turn out 400 
tons of tin concentrates during that year, and 1,500 tons annually 
during 1945 and 1946. 

This was opposed by a WPB metallurgical consultant on the basis 
that practically no data had been collected concerning the ore to be 
treated. He strongly urged against building any plant until an explo- 
ration program had proven the existence of sufficient ore bodies to 
warrant building a mill and actual tests made to determine the type 
of equipment required to properly process the available ore. Never- 
theless, WPB decided to go ahead until the Army decided early in 
1943 that the projected output would be relatively insignificant com- 
pared to the defense needs, and that since tin inventories were already 
sufficient to carry through 1946, that other essential material should 
be given shipping priority to Alaska. 

Meanwhile the Bureau of Mines secured permission to undertake 
samplings of the property. This work was continued through the 
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summer months until 1944 and the results were included in the Bureau 
of Mines report issued in July 1946. The Geological Survey was also 
active in mapping the surface and underground workings during this 
same period. 

INCORPORATION 


The United States Tin Corp. was formed in the State of Washington 
in the year 1948. The officers of the corporation were A. F. McIntosh, 
chairman; H. R. Fischnaller, president; and F. H. Furey, director. 
Of the 300,000 shares of authorized capital stock, each of these indi- 
viduals was issued 51,000 shares for a purchase option on the mining 
property, at which time none of the purchase price had been paid. 
H. R. Fischnaller made a loan to the United States Tin Corp. in 1949 
in the amount of $14,000 for a payment on the $250,000 purchase 
price of the property. At the time the advances were being made by 
the Government, the United States Tin Corp. was indebted for the 
entire purchase price of the mining property. The Government later 
paid the $236,000 less a discount for cash, and the corporation was still 
indebted for the $14,000 at the time of the hearing. 

It appears that F. P. Loomis, treasurer, was later issued 7,500 
shares of stock, and that H. C. Rohrback, secretary, was later issued 
3,000 shares. The total amount of outstanding stock on the date 
the application for Government assistance was filed was apparently 
163,500 shares. Although it does not appear that the corporation 
received any cash for any of the above stock which was issued, the 
testimony of the GSA auditor and H. R. Fischnaller indicate that 
$500 was paid into the corporation. 

It further appears that 15,000 shares of additional stock was later 
issued for which the corporation did not receive any funds. The 
amount of 7,500 shares was issued to Henry Schaeffer, vice president 
of the Seattle Trust and Savings Bank, Seattle, Wash.; 3,500 shares 
to Kirby Billingsley; 3,500 shares to Irvin Hoff; and 500 shares to 
Ann Sanders. 

Your committee was unable to obtain from any witness the exact 
amount of money which was paid into the corporation from the sale 
of stock. The GSA auditor and H. R. Fischnaller mentioned $500 
that was required for incorporation purposes. H. R. Fischnaller 
claims to have made loans to the corporation of approxiamtely $63,000 
for equipment and operating expenses prior to the Government loans. 
F. H. Furey is reported to have advanced $2,346 during the same 
period. 

H. R. Fischnaller and associates are reported to have visited the 
National Security Resources Board early in 1950 and advised that 
their 1949 placer operation had produced a gross output of $74,000 in 
tin and tungsten, and that they expected to double this production in 
1950. The actual 1950 production is understood to have been $140,- 
440, 

Data are not available as to how the company actually financed the 
1949 and 1950 operations. However, the September 30, 1950, balance 
sheet sets forth accounts receivable and inventory of only $73,648.34 
in comparison with $104,043.05 for accounts payable, accrued pay- 
roll, accrued taxes, notes payable, loans, contracts payable, advances 
by officers, and bank overdraft. 
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In August 1952 the United States Tin Corp. took advantage of a . 


50 percent property tax reduction offer extended by the Territory of 
Alaska over a 10-year period for newly formed companies. All assets 
and liabilities of the Washington corporation were transferred to the 
newly formed Alaska company of the same name. On January 1, 
1953, the company changed its stock structure from 300,000 shares 
of $1 par value to 3 million shares of 10 cents par value. As of March 
31, 1954, the United States Tin Corp. reported 2,195,000 shares of 
new stock outstanding, distributed among approximately 300 share- 
holders. Most of these shareholders acquired their stock through 
purchases from officers and directors at prices ranging up to 62% cents 
per share on the new stock. 


ExpLorRATION CONTRACT 


Mr. C. O. Mittendorf, Administrator of the Defense Minerals 
Exploration Administration, testified that he depended almost wholly 
on the Alaska field team for recommendations in the granting of ex- 
ploration loans. The DMEA is a small operating group, and has no 
fieldmen as such, and relies on the United States Geological Survey 
and the Bureau of Mines for technical services. 

Mr. Mittendorf testified that an exploration loan of $226,000 was 
approved for the United States Tin Corp. on August 25, 1952, by the 
Defense Minerals Exploration Administration. He further stated 
that some exploration had been carried on previously with Bureau of 
Mines funds, but none previously with DMEA appropriated funds. 
Mr. Mittendorf testified that the Alaska field team approved the 
application of the United States Tin Corp. almost in its entirety, and 
suggested an exploration program of $969,840, with the Government 
participating to the extent of 90 percent and the company to the extent 
of 10 percent, which recommendation was later reduced by DMEA 
to $226,000. The United States Tin Corp. sold stock to Kenneth 
J. Kadow in the amount of approximately $17,000 to apply to the 10 
percent requirement of the company, which appears to be all of the 
funds derived from the sale of stock after the first Government 
(guaranteed) loan. 

It was stated that all applications which are submitted by operators 
first come to the attention of the DMEA operating committee. The 
operating committee is composed of the Administrator of DMEA, 
the Director of the Geological Survey and the Director of the Bureau 
of Mines. Each of these three departments makes an evaluation and 
all three departments decide whether the application is to be approved 
and the extent of the approval. All of the departments concluded 
that it was too ambitious, and that the targets were quite speculative. 
The fact that the company was seriously involved financially was also 
considered. It was thought that the better approach would be to 
approve a much smaller project, closer within the area of their mining 
activity, and one that would have the greatest potentials. 

Mr. Mittendorf was asked whether this exploration program brought 
forth any new ore, and he stated that it did not. He stated that the 
net result of the DMEA exploration was that it probably decreased 
the tonnage of ore that was inferred by the previous drilling, and that 
it was disappointing. DMEA did not find what they expected to find 
or confirm what was inferred by previous information. Mr. Mitten- 
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dorf stated that it would appear that there is in the neighborhood of 
about 340,000 tons of ore disclosed or indicated, and that the ore will 
average in the neighborhood of four-tenths of 1 percent tin, which he 
described as low-grade ore. Mr. Mittendorf was asked whether he 
thought that the operation could ever be profitable, and he replied, 
“not on that tonnage and that grade.’”’ He added that there is little 
likelihood that DMEA will get anything back from what has been 
advanced. 

The DMEA accomplished only about two-thirds of the physical 
work which it hoped to accomplish when the exploration contract 
was executed. It was stated that on the $226,000 exploration contract, 
as of the time of the hearing the operator had submitted claims for 
$223,051.15 and had been reimbursed in the amount of $183,060. 

Mr. Mittendorf testified that there was a pending application for 
another DMEA loan for $285,000. From a preliminary analysis in 
Washington it was concluded that DMEA would be justified in 
approving $80,000 to $90,000 for additional work. It was stated 
that DMEA feels that a small amount of additional work is required. 
The application for $285,000 was revised and cut to $88,000 and again 
sent to the Alaska field team for their comments, to which they replied 
that they did not go along in all respects. Subsequent to the hearing, 
however, this figure was further reduced by DMEA to $65,000 and 
is now pending. 

Since there had been testimony to the effect that there had been a 
commingling of funds in connection with the GSA loans and the 
DMEA exploration, Mr. Mittendorf was asked to comment with 
respect to any commingling of funds. It was thought by him that 
this would not have a bearing on the DMEA funds, since the 90 
pereent which the Government pays is expended after the operator 
las spent the funds and submitted documentation to show the costs 
which were incurred. This would not mean that the funds advanced 
by the General Services Administration could not have been spent 
for exploration purposes by the operator until he was reimbursed 
by DMEA. The audit report which was prepared by a GSA auditor 
covering the period from March 23, 1951, to September 30, 1953, sets 
forth that the company failed to follow the provisions of amendment 
No, 2 to the contract in relation to establishing and maintaining four 
special bank accounts, and that due to the commingling of funds the 
auditor was unable to trace all disbursements as to the multiple sources 
of funds received and deposited. 


THE PRODUCTION CONTRACT AND LOAN AMENDMENTS 


On March 23, 1951, the General Services Administration entered 
into contract No. OS-OOP-(D)-520 with the United States Tin 
Corp. to develop and expand the production of its tin mining opera- 
lion subject to certain terms and conditions. Some of the major 
provisions agreed to by both parties were as follows: 

Article | provided that the contractor agreed to develop and expand 
its mining property by the installation of a concentrating mill having 
the eapacity to process 1 ton of ore per hour (24 tons per day) and all 
other facilities necessary to mine, mill and ship bulk concentrates con- 
taining tin and tungsten in sufficient quantities to deliver tin metal 
at the grade specified at the rate of 141,120 pounds per year, and 
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tungsten concentrates at the rate of 1,400 short-ton units annually. 
It also provided that the facilities to be constructed would require an 
estimated investment of $96,000 and were to be in operation not later 
than October 1951. This production was to be in addition to the 
production derived from placer mining operations on the same 
property. 

Article II provided that for the contract to become effective, the 
contractor must secure, within 60 days, a Government-guaranteed 
Joan in an amount not less than $374,000. The Government agreed to 
guarantee the loan obtained by the contractor, to the extent required 
by the lender after due consideration of the recommendations of the 
appropriate Federal Reserve bank. (On May 15, 1951, the Seattle 
Trust and Savings Bank negotiated a ‘‘V”’ loan with the company in the 
amount of $374,000. Of this total $98,000 was specifically designated 
to be used only for construction and $276,400 as a revolving credit 
with advances to be made to the company on a monthly basis. The 
Joans were to mature December 31, 1955, and were secured by a 
chattel mortgage and monthly production of ore concentrates.) 

Article II] provided that the Government should have the right to 
all or any part of the contractor’s total production (derived from old 
and new facilities) of tin and tungsten concentrates during the period 
from June 1, 1951, to December 31, 1955. It further provided that, in 
case the Government failed to exercise any part of its option, that 
the contractor had the privilege to sell such production commercially. 
It was understood, however, that the contractor could request the 

Jovernment to accept any monthly production not otherwise sold, 
but not in excess of 141,120 pounds of tin metal, and 1,400 short tons 
of contained tungsten per year. 

Article V provided that the Government would pay the market 
price per pound of tin accepted or the applicable ceiling price, which- 
ever was the lesser, less transportation from Tacoma, Wash., to 
Chicago, Ill. It also provided similar payment for each short-ton 
unit of tungsten accepted by the Government, f. 0. b. Tacoma, Wash. 

Article VI provided that all material sold to the Government should 
be delivered f. 0. b. public carrier, Tacoma, Wash. 

Article XX provided that the contractor warranted that no person 
or selling agency had been employed or retained to solicit or secure 
this contract upon an agreement or understanding for a commission, 
percentage, brokerage, or contingent fee, excepting bona fide employees 
or bona fide established commercial or selling agencies maintained by 
the contractor for the purpose of securing business. 

The contract specified in article I that the company was to get the 
new facilities installed and the plant in operation by October 1951. 
This failed to materialize and as a result the Seattle Trust and Savings 
Bank refused to advance further funds upon determining that the con- 
centrates on hand afforded security for less than half of the $155,619 
already extended to the company. (The bank advanced another 
$120,000, bringing the total “V” loan to $275,619, when the Govern- 
ment agreed to raise the guaranty to a 95-percent basis.) The Govern- 
ment agencies were faced with deciding whether direct assistance 
should be offered or the project discontinued. While a decision was 
being considered GSA, upon the recommendation of DMPA and 
certification of DPA, advanced $35,000 as a stopgap loan to cover 
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November operating expenses. This was incorporated into the original 
contract as amendment No. 1. 

By December 1951, DMPA had decided that it was to the interest 
of the national defense to continue the project, and recommended 
that DPA issue a certification authorizing the utilization of additional 
funds for this purpose. In this connection Mr. Jesse Larson, Admin- 
istrator, DMPA, wrote DPA on December 18 that “the scope of 
the contract is being materially increased, and it is the purpose of 
this letter to request additional borrowing authority to cover the 
revised contract.’”?’ DPA concurred in this action and amendment II 
was added to the contract effective December 19, 1951. 

Amendment II provided a sum not to exceed $325,901 to carry 
the operations through July 1952. It further provided that the 
quantities of tin metal specified in the contract for delivery each year 
should be increased from 141,120 pounds per year to 404,750 pounds, 
and the quantity of contained tungsten increased from 1,400 short- 
ton units per year to 4,046 short-ton units. It was also agreed that 
the facilities necessary to permit delivery of those quantities should 
be in operation not later than July 1, 1952. 

Your committee found that before this time arrived milling opera- 
tions had been forced to shut down during the winter months for 
lack of water; costly explorations for an adequate water source within 
the mine had to be abandoned; the installation of facilities was not 
completed; and operating difficulties were causing serious delays. In 
fact, DMPA estimated that the net value of the summer concentrate 
produced and available for sale by October 1951 would not exceed 
$60,000 plus the carryover from previous years. Nevertheless the funds 
provided by amendment II were exhausted and the Government was 
faced again with making a decision as to whether financial aid should 
be continued. 

DMPA outlined its position in a letter to DPA dated July 22, 
1952, by stating that even though economic operations were not yet 
assured it was considered advisable to proceed further with the proj- 
ect to determine the possibilities of this area, and again recommended 
that DPA certify the revised program. Accordingly DPA certified 
the program as being “necessary in the interest of national defense” 
and amendment III was made effective August 5, 1952. 

Amendment III provided for an additional $940,000 to cover oper- 
ations through July 1953. This sum included $80,000 for new capital 
equipment; $155,500 for winter supplies; $50,000 for the installation 
payment due on the property; and $60,000 for the installation of a 
surface water-supply system. It also provided that the Government 
would receive a written report monthly on the total mining and mill- 
ing production, together with monthly financial statements with 
supporting data. 

Before the end of the contractual period, Mr. Howard I. Young, 
Deputy Administrator, DMPA, advised DPA on April 6, 1953, that 
the company had not been able to carry out its proposed program 
during the first 7 months of advances under amendment III because 
of a 2-month shipping strike. This resulted in the water-supply 
equipment not being available for installation before the winter freeze. 
This forced the complete shutdown for another winter of all mill pro- 
duction and emphasizes again the costly effect created by the state- 
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ments in the original loan application that the “water supply is ade- 
uate.” This lack of performance on the part of the company brought 

MPA face to face with the fact that funds were again running out, 
after nearly $1.5 million advances, and as yet no appreciable quantity 
of tin had been produced. 

Amendment IV, made effective May 4, 1953, provided an additional 
$1,300,000. Of this total, $228,400 was incl uded for capital improve- 
ment; $145,000 for the final installment payment on the property ; and 
the balance of $926,000 for operating expenses during the period 
August 1953, through July the following year. 

In justification of the reeommendation that ODM (previously DPA) 
certify this further expenditure, Mr. Howard I. Young, Deputy Ad- 
ministrator, DMPA made this further statement in the April 6 letter 
to Dr. Arthur S. Flemming, Director of the Office of Defense Mobiliza- 
tion: me 


Engineering estimates made by DMPA after visits to the property disclose 
that there is a 2-year supply of proven and probable ore. In the light of this and 
other favorable factors the DMPA recommends at this stage that continued 
financial support be given to the venture. Further, if the ore is mined as planned, 
the value of the production in the next year should return all of the funds to be 
advanced for the cost of operation, and may well return part of the capital invested 
in the venture. 

As far as your committee can determine this was primarily a hope 
on the part of DMPA without any real basis for estimating such a per- 
formance, and the year’s operation substantiated this fact. While 
the new water-supply system was completed by October 1953, total 
concentrates produced during the winter months and shipped in July 
1954 were only slightly more than sufficient to retire the balance of 
the Seattle Trust and Savings V loan totaling $155,206. In view of this 
the company made a new application for another $615,000 loan in 
May of this year for the purchase of winter supplies and operating 
costs through July 1955. GSA advised the company, however, that 
it should look for further financing from private sources since con- 
tinuous year-around production is now expected. 

As a result, the Federal Reserve Bank of San Francisco submitted 
an application on July 2, 1954, for a 100-percent Government guaran- 
teed loan in the amount of $403,000, which the Seattle Trust & 
Savings Bank proposed to extend as a revolving credit to the company. 
GSA has taken no action on the application, but has continued to 
provide further advances on a month-by-month basis pending a final 
decision on future loans. 

The following is a summary of the current status of the totai 
advances made to the company for the period May 1951, through 
August 24, 1954. In view of the committee’s investigation, GSA 
withheld the regular June and July advances pending further review. 
These were later made to the company on July 26 and August 24, 
1954, respectively, and have been shown separately. Moreover, the 
DMEA exploration loan, which is in addition to the GSA loans and 
distinct therefrom, has also been indicated so that the company’s 
complete indebtedness to the Government can be seen at this point. 
Under the DMEA contract, which became effective August 1952, the 
Government reimburses the company for 90 percent of the actual 
exploration costs incurred with the understanding that the Govern- 
ment will be repaid through royalty payments on all production 
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resulting from the exploration work. Both company and Govern- 
ment witnesses testified that practically no additional ore bodies 
resulted from the $226,000 DMEA exploration contract. 















































Due June 30, 1954 
Effective Loan Amount 
date contracts advanced 
Principal | Interest 
| | | 
BONE FON vii oscrrcenesimntee May 15,1951 | $374, 400 | $275, 619 fi 2 es 
Government obligations (95 } “sae 
UNI gon ac rs cde paci ab ceontebaes i eaneie | 2 336, 960 261, 838 | a. i’ 2 er 
Amendment No. 1............-- 28, 1951 3h, 000 | 35, 000 | "35,000. 
Amendment No. 2.........-..--. Dec. 19,1951 | 325, 901 325, 231 325, 231 $117, 838 
Amendment No. 3..............| Aug. 5, 1952 | 940, 000 | 861, 809 861, 809 | pat rs 
Amendment No. 4...........-. | May 14, 1953 1, 300, 000 | GRR, 222 | 988, 222 


Total amendments. 















through June 30, 1954 ..|...-...-.-.2-- | 2,600,901 | 2,210,243 | -2, 210, 243 117, 838 

Under amendment No. 4: ; 
June advance............... pe | Eee eee 81, 658 | Jk | Sa rere 
July advance. .............. b Ans. Bh, BOG §o.8 una ccnees 60, 000 | g DR 
co PE AISLE Raed Poel ee Se RE Sy eet 141, 658 | EOI ooo. 
Grand total. ..........-.. BREIL RET | 2,987, 861 2, 627, 520 2, 507, 107 117, 838 





! July shipments of tin concentrates claimed sufficient to pay off this balance. 


3 Initially V loan guaranty was 90 percent; later changed to 95 percent; as of June 30, 1954, Government has 
received $5,616 in guaranty fees not shown in figures 




















| Date Contract | DMEA paid| — | Total cost 
j | | 
DMEA exploration._.....--...| Aug. 25,1952 | a Oe ee sees SEA TSE $223, 058 
Government obligation (90 per- | } 
eA EES ALY ATC EM POS NO Fem 203, 400 | $183,066 | 1 $17, 686 | 2200, 752 











| 
; 














1 DMEA withholding payment pending final audit of supplies and sale of capital equipment. 
? Total DMEA cost (90 percent of tota) $223,058 cost) providing pending vouchers approved by GSA. 


SUMMARY—GOVERNMENT AGENCIES 












At the time the application of the United States Tin Corp. was filed 
the Defense Production Administration had the responsibility of 
promoting the necessary expansion of productive capacity and supply. 
The Defense Production Administration looked to the Defense Min- 
erals Administration within the Department of the Interior to recom- 
inend metal and mineral expansion programs. The necessary con- 
tracts to carry out these programs were negotiated and administered 
by the General Services Administration. From the date of the con- 
tract to the date of the hearing, there were many changes in the 
organization of the agencies concerned. In the latter part of 1951 the 
functions of DMA and the procurement functions of GSA were trans- 
ferred to DMPA, and DMEA was established within the Department 
of the Interior to carry out the domestic mineral exploration program. 
The Defense Production Administration was abolished in 1953 and its 
functions transferred toODM. The DMPA was abolished in August 
1953 and its functions were transferred to GSA. 

During the period of time that the contract has been in operation 
there have been numerous Government agencies which had a part in 
either recommending or administering the loans, and there was an 
indefinite division of many of those responsibilities. A typical result 
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of this indefinite division of responsibility was the failure of any agency 
to check the title of the property prior to the advancement of funds 
under the V—loan, and the failure of any Government agency to ascer- 
tain that the United States Tin Corp. held its lease under an outstand- 
ing contract which was inconsistent with the contract entered into 
with the Government. 

The general procedure in other mining projects has been to first 
carry out an exploration program to determine the existence of the 
ore and at the same time proceed with the necessary problems in ex- 
perimentation. Agencies within the Washington office of the Depart- 
ment of the Interior recommended the installation of a small pilot 
mill in order to first conduct the necessary experimentation, and to 
later expand to a commercial operation when it proved to be profit- 
able. In so recommending, that portion of the report of the Alaska 
field team which related to the size of the mill was rejected, and the 
pilot-mill recommendation was carried forward into the contract 
which was entered into between the United States Tin Corp. and the 
General Services Administration. It appears to have been largely the 
responsibility of the General Services Administration to administer 
the contract thereafter. 

The first loan was a Government-guaranteed loan which was ex- 
tended by the Seattle Trust & Savings Bank, Seattle, Wash., on May 
15, 1951. The loans thereafter were straight loans which were ex- 
tended by the General Services Administration. 

The documentary evidence and the testimony before your com- 
mittee indicates that no Government agency maintained a knowledge 
of the type equipment being installed or examined receipts of expendi- 
tures for equipment before payment, or compared such expenditures 
with the terms of the contract before payment. However, the credit 
and finance officer of the General Services Administration testified 
that the contract constituted the authorization for the payment of 
funds. The cost of the commercial mill which was actually con- 
structed by the United States Tin Corp. was far in excess of the esti- 
mated cost of the smaller mill for which the contract between the 
United States Tin Corp. and the Government provided. Had the 
records of expenditures been maintained and utilized the Government 
would have been in a position to have avoided the payment of hun- 
dreds of thousands of dollars in increased costs. Expenditures were 
increased for such items as housing, power, water supply, roads, and 
equipment. 

Even after Government officials had notice that a 100-ton-per-day 
mill was being installed, or had been installed, contrary to the pro- 
vision of the contract relating to the size of the mill, no effective 
action was taken. One Government official, in testifying with regard 
to the receipt of notice, stated that the files indicated merely that it 
came to the attention of his office in the course of discussion. He 
further stated that there was no presentation by the contractor that a 
100-ton mill had been put up, thereby placing emphasis on the method 
of receiving notice rather than the obligation of his office to be in- 
formed or to take effective action upon receiving such information. 

Government officials within the General Services Administration 
appear to have received notice that the 100-ton mill was being 
installed, or had been installed, in October 1951. The provision of 
the contract providing for the 1 ton an hour concentrating mill 
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continued to remain in the contract. Amendment No. 2 to the 

contract, dated December 19, 1951, apparently recognized the 
enlarged capacity of the mill by increasing the quantity of tin metal 
for delivery each year from 141,120 pounds to 404,750 pounds, and 
the quantity of short-ton units of combined tungsten from 1,400 short- 
ton units to 4,046 short-ton units per year. 

A former Assistant Director of the Credit and Finance Division of 
GSA testified that he knew that the contract provided for a 1-ton-an 
hour mill, but further stated that he thought that it was a favorable 
thing that the United States Tin Corp. had the business judgment to 
see that a pilot operation would not be successful. Yet, it appears that 
this official did not have authority to change the terms of the contract, 
but merely to administer the terms of the contract. 

The contract provides for— 

the installation of a concentrating mill having the capacity to process 1 ton of 
ore per hour * * * 
The Credit and Finance Division of GSA was apparently willing to 
accept the United States Tin Corp.’s explanation of their interpreta- 
tion of this provision, that interpretation being that the language in 
the contract should be construed to be a “minimum” of 1-ton-an-hour 
capacity. In drafting the contract, it is clear that it was the intent 
of representatives of GSA and DMA to write a provision for a 1-ton- 
an-hour (24 tons per day) mill. DMA had rejected the recommenda- 
tion of the Alaska field team for a mill of 100-tons per day capacity 
and substituted a 24-ton per day mill. This rejection was made 
known to and accepted py United States Tin Corp. officials attending 
conferences, and the knowledge of company officials as of that time 
appears to be inconsistent with their later interpretation. The 
acceptance of the company’s interpretation by the Credit and Finance 
Division of GSA ignored the objective of a pilot-mill operation and 
the intent of the parties signing the contract, and in effect modified 
the language of the contract relating to the size of the concentrating 
mill. 

The United States Tin Corp. and its president, Mr. Kenneth J. 
Kadow, had the benefit of a sympathetic interest from within the 
Government. This sympathetic interest and friendship was accom- 
panied by favorable reports from within the Government which 
largely ignored engineering opinion and basic facts. 

The Nonferrous Metals Committee report and later correspondence 
forwarded to the Alaska field team indicate that DMA, Department 
of the Interior, had a responsibility to keep the project under close 
observation so as to be able to act promptly on any proposals later 
presented for financing production expansion. The report of the 
Nonferrous Metals Committee indicates that a.copy of the report 
was forwarded to the chairman of the field team. 

The reluctance of field personnel, within the Department of the 
Interior, to fully accept the determination of the Nonferrous Metals 
Committee, DMA, Department of the Interior, Washington, D. C., 
With respect to the smaller pilot mill, was an important factor. It 
appears that the enthusiasm of the chairman of the field team for the 
development of Alaska exceeded his desire to carry out the objective 
of the Washington decision on this project. When the recommenda- 
tion of the field team for a 100-ton-per-day mill was rejected by the 
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Washington decision, the chairman of the Alaska field team was 
described as being unhappy. He later wrote of the arbitrary revision 
of field programs by those not familiar with field conditions. The 
100-ton-mill which had been first recommended by the field team was 
constructed and the Washington decision for a 24-ton-per-day mill 
was not carried out. 

The Alaska field team was in a position to observe the operations of 
the company, and a letter written by its chairman on May 14, 1951, 
revealed that the company had consulted them with regard to every 
move that had been made. It is admitted that representatives of the 
Juneau office of the Bureau of Mines attended a meeting with com- 
pany officials a few days after the contract was signed at which there 
was a discussion of mill equipment. Although the chairman of the 
field team testified that he did not think those present could say 
whether a 100-ton mill was discussed, the president of the United 
States Tin Corp. wrote that the company demonstrated with detailed 
facts and figures that a 100-ton mill could be installed for the same 
expenditure contemplated for the smaller mill if reconditioned ma- 
chinery could be used. 

It is also pertinent that one of the representatives of the Juneau 
office of the Bureau of Mines visited the office of the Denver Equip- 
ment Co. a few days after the Seattle meeting and discussed at length 
the process to be used in handling tin and tungsten recovery in a 
100-ton mill, and reached a decision as to a recommended flow sheet. 

The chairman of the field team wrote the DMA in Washington on 
May 14, 1951, with regard to used equipment which the company had 
been able to pick up at bargain prices, without specific reference to the 
size of the equipment, and stated that he was pleased to be able to 
report that he thought that they had managed to overcome at that 
end most of the handicaps which were imposed by the downward 
revision of the loan. When questioned at the hearmg as to why he 
did not write the officials in the Department of the Interior and inform 
them that the United States Tin Corp. was violating the terms of the 
Nonferrous Metals Committee report, he replied by saying that he 
assumed that everybody in Washington knew what they were doing. 
It is possible that much of the increased expenditure of funds would 
have been avoided at an early date had the chairman of the Alaska 
field team been intent upon carrying out the objectives of the Non- 
ferrous Metals Committee. 


ConcLusions—GoOVERNMENT AGENCIES 


1. That there were numerous Government agencies which had a 
part in recommending or administering the application and loan, and 
that. ineffective administration resulted in part from an indefinite 
division of responsibility. 

2. That the General Services Administration entered into the con- 
tract on behalf of the Government and thereby assumed a correspond- 
ing administrative obligation. 

3. That the General Services Administration first erred in failing 
to maintain a knowledge of the type equipment being installed, 
thereby failing to prevent the installation of commercial equipment to 
the exclusion of pilot-mill equipment, contrary to the terms of the 
contract and at an increased cost to the Government. 
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4. That the General Services Administration failed to notify the 
United States Tin Corp. that the company was in default upon re- 
ceiving notice that a 100-ton mill had been installed, continued to 
advance funds to the United States Tin Corp., and thereby permitted 
the contractor to take advantage of the company’s own wrong. 

5. That the Credit and Finance Division of GSA did not challenge 
the company’s interpretation of the provision of the contract relating 
to the size of the mill, and thereby ignored the objective of a pilot 
mill operation and the intent of the parties signing the contract, which 
in effect modified the language of the contract relating to the size of 
the concentrating mill. 

6. That the United States Tin Corp. and its president, Mr. Ken- 
neth J. Kadow, had the benefit of a sympathetic interest within the 
General Services Administration, and that this sympathetic interest 
and friendship was accompanied by favorable reports which largely 
ignored engineering opinion and basic facts. 

7. That the Juneau office of the Bureau of Mines cooperated with 
the United States Tin Corp. in its determination to purchase and 
install a mill of 100-ton-per-day capacity in violation of a provision 
of the contract and in violation of the determination of the Nonferrous 
Metals Committee, Department of the Interior, Washington, D. C. 


SumMMARY—Unirep States Trin Corp. 


From May 15. 1951, to October 7, 1954, the United States Tin Corp. 
received the sum of $2,894,575.92 in Government loans, Government- 
guaranteed loan, and exploration funds. During the same period the 
production of tin and tungsten amounted to approximately one-tenth 
of the total amount of funds advanced. 

The application for assistance which was filed by Mr. H. R. Fisch- 
naller, president of the United States Tin Corp., on behalf of that 
company set forth misrepresentations of material facts. Such 
misrepresentations included the basic requirements of water supply, 
the road to the mine, and the buildings and housing. Expenditures 
for each of these items later proved to be very costly to the United 
States Government and required Government loans far beyond 
anticipated requirements. Something of the thinking of Mr. Fisch- 
naller can be seen from a letter which he wrote from Washington, D.C., 
with regard to information for the application blank. In that letter, 
Mr. Fischnaller inquired as to how to answer or sidestep where 
needed, and added that he could get help on further substitution when 
the blank was returned. 

A financial statement of the United States Tin Corp. dated Septem- 
ber 30, 1950, and which is understood to have been filed for tax pur- 
poses, set forth an earned surplus deficiency of $10,533.88. A second 
financial statement was filed by the company with the application for 
the purpose of obtaining Government funds, dated January 31, 1951, 
showing a surplus of $112,105.28, a remarkable improvement for a 
company seeking a Government loan. However, once the Govern- 
ment loan had n obtained, the third financial statement of the 
company dated September 30, 1951, revealed a deficit of $94,985.76. 

our committee was unable to obtain from any witness an explanation 
to reconcile the figures set forth in these financial statements. 


74008°—57 H. Rept., 84-1, vol. 2——5 
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The United States Tin Corp. was obligated under its outstanding 
lease agreement with the owners of the mine property to construct a 
mill of 100-tons-per-day capacity, while entering into negotiations with 
the Government for the construction of a 24-ton-per-day mill. This 
vital information was withheld from the Government during all 
negotiations leading up to and-including the signing of the contract. 
The nature of the detailed discussions held in conferences between 
DMA officials and company officials leaves no doubt that these com- 
pany officials were aware of the objectives of the Non-Ferrous Metals 
Committee with respect to the size of the mill to be installed, and that 
such objectives were inconsistent with the provisions of the outstand- 
ing lease agreement. 

he services of Mr. Kenneth J. Kadow, the Alaska representative 
of the Secretary of the Interior, were soon made use of in securing 
approval of the revised application and Government-guaranteed loan. 
Mr. Kadow was referred to Mr. H. R. Fischnaller by Mr. 8. H. Lorain, 
chairman of the Alaska field team, who described Mr. Kadow as know- 
ing his way around Washington. The revised application of the 
United States Tin Corp. was sent to Mr. Kadow at this hotel in 
Washington, and Mr. Kadow called on numerous persons in the 
Government to expedite the application and loan as the Alaska repre- 
sentative of the Secretary of the Interior. Almost simultaneous 
with the signing of the Government contract, Mr. Kadow severed his 
connection with the Department of the Interior and became manager 
of the United States Tin Corp. After Mr. Kadow had rendered these 
valuable services to the United States Tin Corp., the United States 
Tin Corp. made provision in his employment contract for 8,500 
shares of stock in consideration of his agreement to sign the employ- 
ment contract. 

The company records set forth an authorization for the issuance 
of stock “for services rendered”? to persons who were not officials, 
or employees of the company. While Mr. H. R. Fischnaller con- 
tended that stock issued to two of the individuals should have been 
charged to his personal account, Mr. Fischnaller was unable to ex- 
plain why he seconded the motion at the directors meeting to issue 
the stock for services rendered. The United States Tin Corp. had 
warranted in its Government contract that no person or selling 
agency had been employed or retained to solicit or secure the con- 
tract upon an agreement or understanding for a commission, percent- 
age, brokerage, or contingent fee, excepting bona fide employees or 
bona fide established commercial or selling agencies maintained by 
the contractor for the purpose of securing business. 

The United States Tin Corp. entered into a contract with the Gen- 
eral Services Administration which contained a provision for a mill of 
1-ton-an-hour capacity, and this provision followed the recommenda- 
tion of the Nonferrous Metals Committee of DMA. The determi- 
nation of the Nonferrous Meta's Committee had been arrived at 
after conferences with United States Tin Corp. officials, and these 
officials had agreed to the installation of the 1-ton-an-hour mill. 
Instead of carrying out that provision of the contract which had as 
its specific purpose the operation of a pilot mill until such time as 
actual ore reserves and metallurgical experiments proved the feasi- 
bility of a commercial operation, the United States Tin Corp. immedi- 
ately set out to install a commercial mill by making use of available 
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funds to purchase used equipment of 100-ton-per-day capacity. The 
100-ton-per-day mill, which had been recommended to the Non- 
ferrous Metals Committee by the Alaska field team, was considered 
by the Nonferrous Metals Committee immediately prior to the 
drafting of the contract and was rejected. Such rejection was clearly 
understood by United States Tin Corp. officials participating in the 
conferences that were held. The Alaska field team, of which Mr. 
S. H. Lorain was chairman, was the only Government agency that 
the United States Tin Corp. consulted with regard to the purchase 
of equipment after the signing of the contract and prior to the pur- 
chase. The Alaska field team was without authority to change the 
terms of the written contract, and it was well known to the incoming 
manager of the company that the recommendation of the Alaska 
field team for such equipment had been rejected and that the chair- 
man of the field team was very unhappy about the Washington 
rejection. 

The installation of the 100-ton mill without Washington authority 
to do so brought on greatly increased expenses for housing, power, 
water supply, and mine development and equipment, and it should 
have been obvious to the United States Tin Corp. that such expendi- 
tures would result. The violation of the terms of the contract, and the 
substitution of the judgment of company officials for the judgment of 
the Nonferrous Metals Committee, resulted in the increased expendi- 
ture of hundreds of thousands of dollars of Government funds. 

The United States Tin Corp. continuously failed to maintain proper 
records. As late as February 17, 1954, correspondence from the 
General Services Administration referred to deficiencies of long 
standing, and called attention to the fact that none of the audit reports 
had contained an unqualified opinion concerning the financial condi- 
tion of the United States Tin Corp. 

The first audit report, for the period ending September 30, 1951, 
referred to the company’s accounting procedures and system of inter- 
nal control as being inadequate, and the company auditors were 
unable to satisfy themselves as to the reliability of the inventories. 
In 1952 questions were raised as to the supplies inventory and the 
weights and assays of tin and tungsten produced. The report of the 
company auditors for the period ending March 31, 1953, was qualified 
for the reason that the inventory valuations of mine, mill, boarding- 
house supplies, and exploration project supplies represented estimates 
made by the company. 

In addition to the reports of the company auditors, the General 
Services Administration prepared an audit report covering the period 
from March 23, 1951, to September 30, 1953. This report reveals 
that the company failed to follow the provisions of amendment No. 2 
to their contract in relation to establishing and maintaining four 
special bank accounts. Due to the commin hae of funds the auditor 
was unable to trace all disbursements. Substantial variations were 
observed in the contractor’s original estimated costs, supplemented 
by monthly estimates, with actual expenditures for the various 
he under the development program. 

he GSA auditor was unable to determine accurately the value of 
the materials and supplies in inventory. The company did not 
maintain a perpetual inventory control over receipts and requisitions, 
and the cost of operations could not be accurately established. No 
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consistent basis had been developed for the allocation of indirect 
expenses. The GSA auditor reported that he searched the company’s 
files for production records but that only a few inadequate reports 
were located, and that he was unable to find accurate records of the 
quantities of concentrates shipped. 

The Government advanced funds to the United States Tin Corp. 
at a time when the corporation was indebted for the entire purchase 
price of its mining property, the amount of $14,000 was owed to 
its president and the amount of $236,000 was owed to the surviving 
directors of the Lost River Tin Mining Co. A financial statement 
which was filed a short time prior to the application for a loan set 
forth a corporation earned surplus deficiency of $10,533.88. Ex- 
tracts from the records of the United States Tin Corp. were made 
available to your committee by a GSA auditor, and revealed that 
H. R. Fischnaller withdrew a total of $60,050 from the corporation 
after filing the application on November 18, 1950. The records made 
available to your committee indicate that Mr. Fischnaller deposited 
less than he withdrew after filing the first application, although the 
guaranty agreement dated May 15, 1951, provided that in the event 
the sale of tin and tungsten concentrates then held were not adequate 
to pay bank loans, bills and trade accounts payable and in addition 
provide $60,000 cash working capital, the deficiency would be re- 
stored by H. R. Fischnaller. The bank loans, and bills and trade ac- 
counts payable appear to have been far in excess of the concentrates 
in inventory or in the process of being sold on the date of the guaranty 
agreement, yet the information made available to your committee in- 
dicates that H. R. Fischnaller deposited only $10,000 in the corpora- 
tion after the date of the guaranty agreement. 


ConcLusions—UNItTED States Tin Corp. 


1. That the application for assistance of the United States Tin 
Corp. set forth misrepresentations of material facts. 

2. That the United States Tin Corp. was obligated under its out- 
standing lease agreement with the owners of the mine property to 
construct a mill of a size which was inconsistent with the provision 
of its contract with the Government for the installation of a mill of 
1-ton-an-hour capacity, and such information was withheld from the 
Government by the United States Tin Corp. 

3. That the services of a high Government official were obtained 
to aid in securing approval of the revised application and loan, who 
resigned his position with the Government almost simultaneous with 
the signing of the contract to become manager of the United States 
Tin Corp. after having contacted numerous officials in the Govern- 
ment who recognized him in his official Government capacity. 

4. That the records of the United States Tin Corp. set forth an 
authorization for the issuance of stock “for services rendered” to 
individuals who were not officials or employees of the company, and 
that the United States Tin Corp. had warranted in its Government 
contract that no person or selling agency had been employed or 
retained to solicit or secure the contract upon an agreement or under- 
standing for a commission, percentage, brokerage or contingent fee, 
excepting bona fide employees or bona fide established commercial! or 
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selling agencies maintained by the contractor for the purpose of 
sec usiness, 

5. That the United States Tin Corp. entered into a contract with 
the General Services Administration which contained a provision for 
a mill of 1-ton-an-hour capacity and immediately set out to install a 
mill of 100-tons per day capacity in violation of this vital provision 
of the contract, and thereby changed the objective for the pilot-mill 
operation to a commercial operation without approval of the General 
Services Administration or modification of the contract. 

6. That the United States Tin Corp. continuously failed to main- 
tain proper records and that none of the audit reports written for the 
periods ending September 30, 1951, through September 30, 1953, 
contained an unqualified opinion. 

7. That on the basis of information made available to the com- 
mittee, the bank loan, and bills and trade accounts payable were far 
in excess of the value of the concentrates on hand on the date of the 
guaranty agreement, and that the amount deposited appears to be 
insufficient to cover the deficiency requirement of up to $60,000 from 
sources outside of the corporation, as required under the terms of the 
guaranty agreement. 

8. That the GSA auditor was unable to trace all disbursements. 


RECOMMENDATIONS 


1. That the hearing and report of loans extended to the United 
States Tin Corp. be made available to the Attorney General of the 
United States for review and such action as he considers advisable. 

2. That Government agencies — that the management of 

1 


the United States Tin Corp. has failed to properly safeguard the 
interest of the Government in the expenditure of Government funds. 

3. That the General Services Administration and the Department 
of the Interior review the records of individuals within their organiza- 
tions who failed to carry out assigned duties and to properly safeguard 
the interest of the Government, and that corrective action be taken. 

4. That the General Services Administration make a review of the 
following and determine whether there is a collectible deficiency: 

(a) The inventory of tin and tungsten concentrates on hand or in 
the —— of being sold on the date the guaranty agreement was 
signed ; 

(b) A determination as to the bank loans, bills and trade accounts 
payable on the date the guaranty agreement was signed ; 

(c) A determination as to the amount of cash deposited with the 
United States Tin Corp. by H. R. Fischnaller on the date the guaranty 
agreement was signed and thereafter; 

(¢d) That in the event tin and tungsten concentrates held on May 
15, 1951, were not adequate to pay bank loans, bills and trade accounts 
payable, and in addition provide $60,000 in cash working capital, that 
a determination be made as to the amount of that deficiency: 

That when such deficiency has been determined, that the terms of 
the guaranty agreement dated May 15, 1951, with respect to restoring 
such deficiency by H. R. Fischnaller from sources outside of the 
corporation be complied with if collectible. 

5. That the responsibilities of each office performing functions under 
the Defense Production Act be clearly defined. 





UNITED STATES TIN CORP. LOANS 


6. That greater care be exercised in investigating credit, title to 
roperty, the experience and responsibility of applicants for Defense 
roduction Act funds. 

7. That greater care be exercised in carrying out contractual provi- 
sions in the disbursement of funds; and that the responsibility for 
entering into contracts, for amending the provisions of contracts, and 
for the disbursement of funds be clearly defined. 

8. That the General Services Administration review the stock pro- 
motion phases of the United States Tin Corp. hearing with the view 
of affording adequate protection to the public in the lending of Defense 
Production Act funds. 

9. That a copy of the hearing and report be made available to the 
Securities and Exchange Commission for its information with respect 
to the sale of stock. 

10. That copies of the printed hearing and report on United States 
Tin Corp. loans be made available to all interested Government 
agencies for review. 


O 
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URGENT DEFICIENCY APPROPRIATION BILL, 1955 





January 13, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cannon, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R: 2091] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making spo ery to supply 


certain urgent deficiency appropriations for t 
June 30, 1955, and for other purposes. 

The estimates upon which the bill is based are contained in House 
Documents Nos. 59, 60, and 61. The bill is divided into chapters cor- 
responding to the subcommittees considering the estimates. The 
recommendations contained in the bill are a result of deliberations of 
the several subcommittees as approved by the full committee. 


e fiscal year ending 


SuMMARY OF BILL 


The budget estimates considered in connection with the bill did not 
propose the appropriation of additional money out of the general funds 
of the Treasury Put requested increases in the limitations on the 
use of corporate and other funds. 

The only direct appropriations in the bill are two appropriations, in 
Chapter I, of $12,500 each to pay the customary gratuities to bene- 
ficiaries of deceased Representatives. 

Chapter I also carries language continuing available not to exceed 
$44,500 of the unobligated balance of appropriations for Terraces of 
the Capitol Building, in order to enable the Architect to proceed with 
necessary sidewalk reconstruction and further strengthening of the 
south terrace. 
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CHAPTER II 


SUBCOMMITTEE 


JAMIE L. WHITTEN, Mississippi, Chairman 


CLARENCE CANNON, Missouri H. CARL ANDERSEN, Minnesota 
FRED MARSHALL, Minnesota WALT HORAN, Washington 


DEPARTMENT OF AGRICULTURE 
Commopity Crepit CoRPORATION 


At the time Congress passed the regular 1955 appropriation bill for 
the Department of Agriculture, accurate information was not avail- 
able as to the volume of commodities which would be handled by the 
Commodity Credit Corporation during the year. It now appears 
that this workload will run nearly 50 percent above original estimates 
and that the Corporation will expend all of its existing administrative 
funds by March 30, 1955. 

Accordingly, the Committee recommends the full amount of the 
increase of $7,290,000 proposed for this purpose in House Document 
No. 59. It does so, however, with serious reservations as to the pol- 
icies of the Federal Government which have resulted in the large 
buildup of commodities in the hands of the Corporation. 

In the opinion of a majority of the members of the Committee, 
actions of the Department to reduce price supports, change parity 
formulas and reduce acreage allotments will not cure the problem of 
the increasing commodity holdings of the Corporation. They believe 
that this difficulty is due to the failure of the Corporation to discharge 
its responsibility under its charter to sell its commodities competi- 
tively in world markets. Testimony before the Committee shows 
that none of the large stocks of cotton, cheese, corn, rice, seeds, naval 
stores, tobacco and wool have been or are being offered for sale on a 
competitive basis, despite basic authority in law to do so. 

The program for moving commodities under Public Law 480, for 
which much is claimed, actually is a means of giving commodities 
away in preference to attempting to sell them through normal trade 
channels. It involves prior clearance from a committee composed pri- 
marily of representatives of non-agricultural interests, which is a 
serious hurdle in getting sgricultural commodities exported. Also, 
under the law, the major portion of the local currencies received for 
commodities shipped abroad will be used for foreign aid purposes in 
the countries from which received. 

The majority of the Committee feels that steps should be taken as 
early as practicable to begin the movement of these commodities into 
world markets on a competitive bid basis through American exporters. 
The Committee also feels that an immediate announcement of such 
change in policy should be made to discourage further increases in 
foreign production to the detriment of American farmers. 


3 
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Such an action will eventually make possible reductions in adminis- 
trative costs of the Corporation. It should also help to correct the 
present practice of making competitors out of former customers and 
should benefit foreign consumers who have a real need for products 
surplus to United States domestic needs. Further, and most impor- 


tant, it will enable the American farmer to compete with foreign 
— and make additional acreage available to relieve undue 
ardships existing in many areas of the country under present orders. 





t estimates and amounts recommended in the bill 


Comparative statement of budge 
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CHAPTER III 


SUBCOMMITTEE 


ALBERT THOMAS, Texas, Chairman 


GEORGE W. ANDREWS, Alabama JOHN PHILLIPS, California 
SIDNEY R. YATES, Illinois JOHN TABER, New York 


INDEPENDENT OFFICES 
Hovsine anp Home Finance AGENCY 
FreprraLt Hovustinc ADMINISTRATION 


The committee recommends an increase in the authorization for 
administrative expenses of the Federal en ee from 
$5,500,000 to $5,625,000, and an increase in the limitation on non- 


administrative expenses from $26,250,000 to $31,560,000. No appro- 
priated funds are involved as the estimate relates exclusively to 
increases in corporate fund limitations. 

The request for $125,000 additional for administrative expenses 
will enable the agency to immediately engage additional staff that 
is urgently needed to develop cases of windfall profits in the construc- 


y 
. 


tion of rental housing projects under section 608 of the National 
Housing Act for presentation to the Department of Justice. It is 
anticipated that substantial recoveries can be made for the Govern- 
ment if prompt action is taken. 

The increase in nonadministrative expenses is granted because the 
agency is from two to four months behind on processing mortgage in- 
surance applications in the field. The volume of applications has in- 
creased approximately 40 percent since enactment of the Housing Act 
of 1954 and no such increase was anticipated when the original 1955 
budget submission was made to the Congress. The increase of 
$5,310,000 in the corporate fund limitation will meet this emergency 
situation. 


ForemIGN CLaims SETTLEMENT CoMMISSION OF THE UNITED STATES 


ADMINISTRATIVE EXPENSES 


The Foreign Claims Settlement Commission of the United States 
was established by Reorganization Plan No. 1 of 1954 to replace the 
International Claims Commission of the United States and the War 
Claims Commission. In addition to the functions transferred to it 
by the reorganization plan, Public Law 615 extended benefits to 

orean veterans, and Public Law 744 extended the War Claims Act 
until August 31, 1956, and added certain additional beneficiaries. 
This latter Act was passed too late in the last session of the Congress 
for an estimate for administrative expenses to be considered and is the 
basis for the present estimate. 
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The committee considered a request to authorize an additional 
$130,000 from the War Claims Fund for administrative expenses of 
this agency, together with the unobligated balance from the old War 
Claims Commission estimated at $45,000. The committee recom- 
mends that $90,000 and the unobligated balance be made available 
for such purpose. 

The Congress has already provided $915,000 for administrative ex- 
penses and with the additional amount recommended in this bill it 
will make a total in this year of $1,005,000 for adjudication of war 
claims, more than has ever been available to the old War Claims Com- 
mission in any year. The committee is convinced by information 
developed in the hearings that this amount will be sufficient as the 


workload in the last quarter of the year will not be as great as under 
the old Act. 
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AUTHORIZING THE PRESIDENT TO EMPLOY THE ARMED FORCES 
OF THE UNITED STATES FOR PROTECTING THE SECURITY OF 
FORMOSA, THE PESCADORES, AND RELATED POSITIONS AND 
TERRITORIES OF THAT AREA 





January 24, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Ricuarps, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany H. J. Res. 159] 


The Committee on Foreign Affairs, to whom was referred the joint 
resolution (H. J. Res. 159) authorizing the President to employ the 


Armed Forces of the United States for protecting the security of 
Formosa, the Pescadores, and related positions and territories of that 
area, having considered the same, report favorably and unanimously 
thereon without amendment and recommend that the joint resolution 
do pass. 

COMMITTEE ACTION 


On January 24, 1955, the President of the United States transmitted 
to the Congress a message requesting the Congress to take appropriate 
action to carry out certain recommendations concerning the use of 
Armed Forces of the United States, if necessary, to assure the security 
of Formosa, the Pescadores, and related positions and territories of 
that area. The text of the message follows: 


To the Congress of the United States: 


The most important objective of our Nation’s foreign policy is to safeguard the 
security of the United States by establishing and preserving a just and honorable 
peace. In the Western Pacific a situation is developing in the Formosa Straits 
that seriously imperils the peace and our security. 

Since the end of Japanese hostilities in 1945, Formosa and the Pescadores have 
been in the friendly hands of our loyal ally, the Republic of China. We have 
recognized that it was important that these islands should remain in friendly 
hands. In unfriendly hands, Formosa and the Pescadores would seriously dis- 
locate the existing, even if unstable, balance of moral, economic, and military 
forces upon which the peace of the Pacific depends. It would create a breach in 
the island chain of the Westerr Pacific that constitutes, for the United States and 
other free nations, the geographical backbone of their security structure in that 
ocean. In addition, this breach would interrupt north-south communications 
between other important elements of that barrier, and damage the economic life 
of countries friendly to us. 
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The United States and the friendly Government of the Republic of China, and 
and indeed all the free nations, have a common interest that Formosa and the 
Pescadores should not fall into the control of aggressive Communist forces. 

Influenced by such considerations, our Government was prompt, when the 
Communists committed armed aggression in Korea in June 1950 to direct our 
Mead see to defend Formosa from possible invasion from the Communist main- 
land. 

These considerations are still valid. The 7th Fleet continues under Presidential 
directive to carry out that defensive mission. We also provide military and 
economic support to the Chinese Nationalist Government and we cooperate in 
every proper and feasible way with that Government in order to promote its 
security and stability. All of these military and related activities will be continued. 

In addition, there was signed last December a mutual defense treaty between 
this Government and the Republic of China covering Formosa and the neighboring 
Peseadores. It is a treaty of purely defensive character. That treaty is now 
before the Senate of the United States. 

Meanwhile Communist China has pursued a series of provocative political 
and military actions, establishing a pattern of aggressive purpose. That purpose, 
they proclaim, is the conquest of Formosa. 

In September 1954 the Chinese Communists opened up heavy artillery fire 
upon Quemoy Island, one of the natural approaches to Formosa, which had for 
several years been under the uncontested control of the Republic of China. 
Then came air attacks of mounting intensity against other free China islands, 
notably those in the vicinity of the Tachen group to the north of Formosa, One 
small island (Ichiang) was seized last week by air and amphibious operations after 
a gallant few fought bravely for days against overwhelming odds. There have 
been recent heavy air attacks and artillery fire against the main Tachen Islands 
themselves. 

The Chinese Communists themselves assert that these attacks are a prelude to 
the conquest of Formosa, For example, after the fall of Ichiang, the Peiping 
radio said that it showed a “determined will to fight for the liberation of Taiwan 
(Formosa). Our people will use all their strength to fulfill that task.” 

Clearly, this existing and developing situation poses a serious danger to the 
security of our country and of the entire Pacific area and indeed to the peace of 
the world. We believe that the situation is one for appropriate action of the 
United Nations under its charter, for the purpose of ending the present hostilities 
in that area. We would welcome assumption of such jurisdiction by that body. 

Meanwhile, the situation has become sufficiently critical to impel me, without 
awaiting action by the United Nations, to ask the Congress to participate now, 
by specific resolution, in measures designed to improve the prospects for peace. 
These measures would contemplate the use of the Armed Forces of the United 
States if necessary to assure the security of Formosa and the Pescadores. 

The actions that the United States must be ready to undertake are of various 
kinds. For example, we must be ready to assist the Republic of China to rede- 
ploy and consolidate its forces if it should so desire. Some of these forces are 
scattered throughout the smaller offshore islands as a result of historical rather 
than military reasons directly related to defending Formosa. Because of the air 
situation in the area, withdrawals for the purpose of redeployment of Chinese 
Nationalist forces would be impractical without assistance of the Armed Forces 
of the United States. 

Moreover, we must be alert to any concentration or employment of Chinese 
Communist forces obviously undertaken to facilitate attack upon Formosa, and 
be prepared to take appropriate military action. 

I do not suggest that the United States enlarge its defensive obligations beyond 

Formosa and the Pescadores as provided by the treaty now awaiting ratification. 
But unhappily, the danger of armed attack directed against that area compels 
us to take into account closely related localities and actions which, under current 
conditions, might determine the failure or the success of such an attack. The 
authority that may be accorded by the Congress would be used only in situations 
which are recognizable as parts of, or definite preliminaries to, an attack against 
the main positions of Formosa and the Pescadores. 
_ Authority for some of the actions which might be required would be inherent 
in the authority of the Commander in Chief. Until Congress can act I would not 
hesitate, so far as my constitutional powers extend, to take whatever emergency 
action might be forced upon us in order to protect the rights and security of the 
United States. 

_ However, a suitable congressional resolution would clearly and publicly estab- 
lish the authority of the President as Commander in Chief to employ the Armed 
Forces of this Nation promptly and effectively for the purposes indicated if in his 
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judgment it became necessary. It would make clear the unified and serious inten- 
tions of our Government, our Congress, and our people. Thus it will reduce the 
possibility that the Chinese Communists, misjudging our firm purpose and 
national unity, might be disposed to challege the position of the United States, 
and precipitate a major crisis which even they would neither anticipate nor desire. 

In the interest of peace, therefore, the United States must remove any doubt 
regarding our readiness to fight, if necessary, to preserve the vital stake of the free 
world in a free Formosa, and to engage in whatever operations may be required 
to carry out that purpose. 

To make this plain requires not only Presidential action but also congressional 
action, In a situation such as now confronts us, and under modern conditions of 
warfare, it would not be prudent to await the emergency before coming to the 
Congress. Then it might be too late. Already the warning signals are flying. 

I believe that the ucetinion aspects of the present situation, if resolutely 
faced, may be temporary in character. Consequently, I recommend that the 
resolution expire as soon as the President is able to report to the Congress that 
the peace and security of the area are reasonably assured by international condi- 
tions, resulting from United Nations action or otherwise. 

Again I say that we would welcome action by the United Nations which might, 
in fact, bring an end to the active hostilities in the area. This critical situation 
has been created by the choice of the Chinese Communists, not by us. Their 
offensive military intent has been flaunted to the whole world by words and by 
deeds. Just as they created the situation, so they can end it if they so choose. 

What we are now seeking is primarily to clarify present policy and to unite in 
its application. We are not establishing a new policy. Consequently, my recom- 
mendations do not call for an increase in the Armed Forces of the United States 
or any acceleration in military procurement or levels of defense production. 
If any unforeseen emergency arises requiring any change, I will communicate 
with the Congress. I hope, however, that the effect of an appropriate congres- 
sional resolution will be to calm the situation rather than to create further conflict. 

One final point. The action I request is, of course, no substitute for the treaty 
with the Republic of China which we have signed and which I have transmitted 
to the Senate. Indeed, present circumstances make it more than ever important 
that this basic agreement should be promptly brought into force, as a solemn 
evidence of our determination to stand fast in the agreed treaty area and to 
thwart all attacks directed against it. If delay should make us appear indecisive 
in this basic respect, the pressures and dangers would surely mount. 

Our purpose is peace. That cause will be served if, with your help, we demon- 
strate our unity and our determination. In all that we do we shall remain faithful 
to our obligations as a member of the United Nations to be ready to settle our 
international disputes by peaceful means in such a manner that international 
peace and security, and justice, are not endangered. 

For the reasons outlined in this message, I respectfully request that the Congress 
take appropriate action to carry out the recommendations contained herein. 

Dwicut D, E1s—ENHOWER. 

Tue Warre Hovss, 

January 24, 1956. 


Following the delivery of the message, and considering the emer- 
gency presented therein, House Joint Resolution 159, carrying out the 
recommendations of the President, was introduced by the chairman 
of the committee, the Honorable James P. Richards. The committee, 
thoroughly aware of the emergency involved, held a hearing on the 
resolution the same day, with the Secretary of State, Hon. John 
Foster Dulles, and the Chairman of the Joint Chiefs of Staff, Adm. 
Arthur W. Radford, both testifying in executive session, and ordered 
the resolution favorably and unanimously reported without amend- 
ment by a vote of 28 to 0. 


In considering the resolution the committee gave special attention 
to certain questions: 


Geographical limits 


_The committee considered in detail the desirability of the estab- 

lishment of specific geographical limits and giving potential aggressors 

hotice that violation of such boundaries would be met by armed 

resistance on the part of the United States. In their testimony 
74008°—57 H. Rept., 84-1, vol. 2 6 
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before the committee both Admiral Radford and Secretary Dulles 
cited specific cases illustrating the impracticability of listing indi- 
vidual islands or delineating in terms of latitude and longitude the 
areas to be defended. The committee concluded that precise defini- 
tions tend to tie the hands of the United States to an undesirable 


extent. 


The United Nations 

The committee gave special consideration to the possibility of 
action by the United Nations in this area. As stated by the President 
in his message: 
We believe that the situation is one for appropriate action of the United Nations, 
under its charter, for the purpose of ending the present hostilities in that area. 
We would welcome assumption of such jurisdiction by that body. 
The United States remains faithful to its obligations under the 
United Nations Charter and would accept an end of present hostili- 
ties under United Nations jurisdiction through measures of its taking. 
The urgency of the danger and the need for immediate measures, 
however, make it essential to grant this authority without awaiting 
assumption of jurisdiction by the United Nations. 


Powers of the President 

The committee considered the relation of the authority granted by 
the resolution and the powers assigned to the President by the Con- 
stitution. Its conclusion was that the resolution in this form, while 
making it clear that the people of the United States stand behind the 
President, does not enter the field of controversy as to the respective 
limitations of power in the executive and the legislative branches. 
Acting together, there can be no doubt that all the constitutional 
powers necessary to meet the situation are present. 


Attitude of the Joint Chiefs of Staff 

The committee gave particular attention to the military situation 
of Formosa. It was assured by Admiral Radford, Chairman of the 
Joint Chiefs of Staff, that the Joint Chiefs of Staff were unanimous in 
approving the action authorized by the resolution. 

































CONCLUSIONS 





In reporting the resolution the committee recognizes the serious 
nature and the full implications of the course of action which it author- 
izes. The primary objective of the resolution is to deter further 
Chinese Communist a This requires action now. Failure 
to act now against Chinese Communist aggression offers a risk as 
great, if not greater, than action. The Congress in this resolution 
recognizes this fact and expresses its approval of the broad direction 
of our foreign policy. It authorizes the President to decide the time, 
the place, and the substance of defensive action that he may find 
necessary to take in support of that policy. 

The present activities of the Chinese Communists center around a 
few islands off the China coast. This limited geographic operation 
cannot obscure the larger pattern that is unfolding in the Western 
Pacific. It is part of the progressive chipping away of the free world. 
The fate of Formosa, of the non-Communist peoples of Asia, and of 
our own defensive line is at stake. The support given to the President, 
as expressed in this resolution, will enable him to act calmly, clearly, 
and resolutely to stem the erosion of the free world. 
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CONSIDERATION OF HOUSE JOINT RESOLUTION 159 





January 25, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Smrru of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 104] 


The Committee on Rules, having had under consideration House 


Resolution 104, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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1st Session 


84TH CONGRESS } HOUSE OF REPRESENTATIVES | REPORT 


No. 6 





FURTHER AMENDING THE REORGANIZATION ACT OF 1949, AS 
AMENDED, SO THAT SUCH ACT WILL APPLY TO REORGANIZA- 
TION PLANS TRANSMITTED TO THE CONGRESS AT ANY TIME 
BEFORE APRIL 1, 1958 





JANUARY 25, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


REPORT 


[To accompany H. R. 2576] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 2576) to further amend the Reorganization Act of 1949, 
as amended, so that such act will apply to reorganization plans trans- 
mitted to the Congress at any time before April 1, 1958, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE 


H. R. 2576 proposes to extend the time from April 1, 1955, to April 1, 
1958, in order to provide for the submission of the President’s reorgan- 
ization plans under the provision of the Reorganization Act. 

This legislation is proposed in order to afford additional time to 
carry on an established policy of Congress, in delegating to the Presi- 
dent authority to reorganize the executive branch of the Government. 
Such authorization was originally granted in the Economy Act of 
June 30, 1932. This act was amended and superseded by the act of 
March 3, 1933, as amended by the act of March 20, 1933, granting 
reorganization authority to the Presedent for a period of 2 years. 
The Reorganization Act of 1939 was also approved for a 2-year period, 
and expired in January 1941. Temporary wartime authority for 
emergency reorganizations was delegated under title I of the First War 
Powers Act of December 18, 1941, for the duration of the war and 6 
months. The Reorganization Act of 1945, which expired on April 1, 
1948, continued the prewar policy after its utilization had clearly 
established its advantages and effectiveness over normal legislative 
processes in the — of action on reorganizations within the 
executive branch. The Reorganization Act of 1949 continued this 
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authority and provided for the transmission of reorganization plans 
to the Congress before April 1, 1953. Public Law 3, 83d Congress, 
extended the provisions of the Reorganization Act to April 1, 1955. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Suc.:5. > * 


(b) No provision contained in a reorganization plan shall take effect unless the 
plan is transmitted to the Congress before April 1, [1955] 1958. 


[Pusuic Law 109—8Iist Concress] 
(CHAPTER 226—IsT Session] 
[H. R. 2361) 


AN ACT To provide for the reorganization of Government agencies, and for other purposes. 


Be it enacted by the Senaie and House of Representatives of the United States of 
America in Congress assembled, 
TITLE I 


SHORT TITLE 


Section 1. This Act may be cited as the “Reorganization Act of 1949’’. 


NEED FOR REORGANIZATIONS 


Sec. 2. (a) The President shall examine and from time to time reexamine the 
organization of all agencies of the Government and shall determine what changes 
therein are necessary to accomplish the following purposes: 

(1) to promote the better execution of the laws, the more effective manage- 
ment of the executive branch of the Government and of its agencies and 
functions, and the expeditious administration of the public business; 

(2) to reduce expenditures and promote economy, to the fullest extent 
consistent with the efficient operation of the Government; 

(3) to increase the efficiency of the operations of the Government to the 
fullest extent practicable; 

(4) to group, coordinate, and consolidate agencies and functions of the 
Government, as nearly as may be, according to major purposes; 

(5) to reduce the number of agencies by consolidating those having 
similar functions under a single head, and to abolish such agencies or func- 
tions thereof as may not be necessary for the efficient conduct of the Govern- 
ment; and 

(6) to eliminate overlapping and duplication of effort. 

(b) The Congress declares that the public interest demands the carrying out 
of the purposes specified in subsection (a) and that such purposes may be accom- 
plished in great measure by proceeding under the provisions of this Act, and can 
accomplished more speedily thereby than by the enactment of specific legis- 
ation. 

REORGANIZATION PLANS 


Sec. 3. Whenever the President, after investigation, finds that— 

(1) the transfer of the whole or any part of any agency, or of the whole or 
any part of the functions thereof, to the jurisdiction and control of any other 
agency; or 

(2) the abolition of ali or any part of the functions of any agency; or 

(3) the consolidation or coordination of the whole or any part of any 
agency, or of the whole or any part of the functions thereof, with the whole 
or any part of any other agency or the functions thereof; or 
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(4) the consolidation or coordination of any part of any agency or the 
functions thereof with any other part of the same agency or the functions 
thereof; or 

(5) the authorization of any officer to delegate any of his functions; or 

(6) the abolition of the whole or any part of any agency which agency or 
part does not have, or upon the taking effect of the reorganization plan will 
not have, any functions, 

is necessary to accomplish one or more of the purposes of section 2 (a), he shall 
prepare a reorganization plan for the making of the reorganizations as to which 
he has made findings and which he includes in the plan, and transmit such plan 
(bearing an identifying number) to the Congress, together with a declaration that, 
with respect to each reorganization included in the plan, he has found that such 
reorganization is necessary to accomplish one or more of the purposes of section 
2 (a). The delivery to both Houses shall be on the same day and shall be made to 
each House while it is in session. The President, in his message transmitting a 
reorganization plan, shall specify with respect to each abolition of a function 
included in the plan the statutory authority for the exercise of such function, and 
shall specify the reduction of expenditures (itemized so far as practicable) which 
it is probable will be brought about by the taking effect of the reorganizations 
included in the plan, 


OTHER CONTENTS OF PLANS 


Sec. 4. Any reorganization plan transmitted by the President under section 3— 
(1) shall change, in such cases as he deems necessary, the name of anv 
agency affected by a reorganization, and the title of its head; and shall 
designate the name of any agency resulting from a reorganization and the 
title of its head; 

(2) may include provisions for the appointment and compensation of the 
head and one or more other officers of any agency (including an agency 
resulting from a consolidation or other type of reorganization) if the President 
finds, and in his message transmitting the plan declares, that by reason of a 
reorganization made by the plan such provisions are necessary. The head 
so provided for may be an individual or may be a commission or board with 
two or more members. In the case of any such appointment the term of 
office shall not be fixed at more than four years, the compensation shall not 
be at a rate in excess of that found by the President to prevail in respect of 
comparable officers in the executive branch, and, if the appointment is not 
under the classified civil service, it shall be by the President, by and with the 
advice and consent of the Senate, except that, in the case of any officer of the 
municipal government of the District of Columbia, it may be by the Board of 
Commissioners or other body or officer of such government designated in 
the plan; 

(3) shall make provision for the transfer or other disposition of the records, 
property, and personnel affected by any reorganization; 

(4) shall make provision for the transfer of such unexpended balances of 
appropriations, and of other funds, available for use in connection with any 
function or agency affected by a reorganization, as he deems necessary by 
reason of the reorganization for use in connection with the functions affected 
by the reorganization, or for the use of the agency which shall have such 
functions after the reorganization plan is effective, but such unexpended 
balances so transferred shall be used only for the purposes for which such 
appropriation was originally made; 

(5) shall make provision for terminating the affairs of any agency abolished, 


LIMITATIONS ON POWERS WITH RESPECT TO REORGANIZATIONS 


Sec. 5. (a) No reorganization plan shall provide for, and no reorganization 
under this Act shall have the effect of — 

(1) abolishing or transferring an executive department or all the functions 
thereof or consolidating any two or more executive departments or all the 
functions thereof; or 

(2) continuing any agency beyond the period authorized by law for its 
existence or beyond the time when it would have terminated if the reorganiza- 
tion had not been made; or 

(3) continuing any function beyond the period authorized by law for its 
exercise, or beyond the time when it would have terminated if the reorgani- 
zation had not been made; or 
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(4) authorizing any agency to exercise any function which is not expressly 
authorized by law at the time the plan is transmitted to the Congress; or 

a> increasing the term of any office beyond that provided by law for such 

office; or 

(6) transferring to or consolidating with any other agency the municipal 

government of the District of Columbia or all those functions thereof which 

are subject to this Act, or abolishing said government or all said functions. 

(b) No provision contained in a reorganization plan shall take effect unless the 

plan is transmitted to the Congress before April 1, 1953. 


TAKING EFFECT OF REORGANIZATIONS 


Sec. 6. (a) Except as may be otherwise provided pursuant to subsection (c) 
of this section, the provisions of the reorganization plan shall take effect upon the 
expiration of the first period of sixty calendar days, of continuous session of the 
Congress, following the date on which the plan is transmitted to it; but only if, 
between the date of transmittal and the expiration of such sixty-day period there 
has not been passed by either of the two Houses, by the affirmative vote of a 
majority of the authorized membership of that House, a resolution stating in 
substance that that House does not favor the reorganization plan. 

(b) For the purposes of subsection (a)— 

(1) continuity of session shall be considered as broken only by an adjourn- 
ment of the Congress sine die; but 

(2) in the computation of the sixty-day period there shall be excluded 
the days on which either House is not in session because of an adjournment 
of more than three days to a day cervain. 

(ec) Any provision of the plan may, under provisions contained in the plan, 
be made operative at a time later than the date on which the plan shall otherwise 
take effect. 

DEFINITION OF “AGENCY” 


Sec. 7. When used in this Act, the term “agency” means any executive 
department, commission, council, independent establishment, Government cor- 
poration, board, bureau, division, service, office, officer, authority, administration, 
or other establishment, in the executive branch of the Government, and means 
also any and all parts of the municipal government of the District of Columbia 
except the courts thereof. Such term does not include the Comptroller General 
of the United States or the General Accounting Office, which are a part of the 
legislative branch of the Government. 


MATTERS DEEMED TO BE REORGANIZATIONS 


Sec. 8. For the purposes of this Act the term “reorganization” means any 
transfer, consolidation, coordination, authorization, or abolition, referred to in 
section 3. 

SAVING PROVISIONS 


Sec. 9. (a) (1) Any statute enacted, and any regulation or other action made, 
prescribed, issued, granted, or performed in respect of or by any agency or func- 
tion affected by a reorganization under the provisions of this Act, before the 
effective date of such reorganization, shall, except to the extent rescinded, modi- 
fied, superseded, or made inapplicable by or under authority of law or by the 
abolition of a function, have the same effect as if such reorganization had not 
been made; but where any such statute, regulation, or other action has vested 
the function in the agency from which it is removed under the plan, such function 
shall, insofar as it is to be exercised after the plan becomes effective, be considered 
as vested in the agency under which the function is placed by the plan. 

(2) As used in paragraph (1) of this subsection the term “regulation or other 
action” means any regulation, rule, order, policy, determination, directive, 
authorization, permit, privilege, requirement, designation, or other action. 

(b) No suit, action, or other proceeding lawfully commenced by or against the 
head of any agency or other officer of the United States, in his official capacity 
or in relation to the discharge of his official duties, shall abate by reason of the 
taking effect of any reorganization plan under the provisions of this Act, but 
the court may, on motion or supplemental petition filed at any time within twelve 
months after such reorganization plan takes effect, showing a necessity for a 
survival of such suit, action, or other proceeding to obtain a settlement of the 
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questions involved, allow the same to be maintained be or against the successor 
of such head or officer under the reorganization effected by such plan or, if there 


be no such successor, against such agency or officer as the President shall designate. 


UNEXPENDED APPROPRIATIONS 


Sec. 10. The appropriations or portions of appropriations unexpended by 
reason of the operation of this Act shall not be used for any purpose, but shall be 
impounded and returned to the Treasury. 


PRINTING OF REORGANIZATION PLANS 


Sec. 11. Each reorganization plan which shall take effect shall be printed in 
the Statutes at Large in the same volume as the public laws, and shall be printed 
in the Federal Register. 


TITLE II 


Sec. 201. The following sections of this title are enacted by the Congress: 

(a) As an exercise of the rule-making power of the Senate and the House of 
Representatives, respectively, and assuch they shall be considered as part of the 
rules of each House, respectively, but applicable only with respect to the procedure 
to be followed in such a in the case of resolutions (as defined in section 202); 
and such rules shall supersede other rules only to the extent that they are incon- 
sistent therewith; and 

(b) With full recognition of the constitutional right of either House to change 
such rules (so far as relating to the procedure in such House) at any time, in the 
same manner and to the same extent as in the case of any other rule of such 
House. 

Sec. 202. As used in this title, the term “resolution” means only a resolution of 
either of the two Houses of Congress, the matter after the resolving clause of 
which is as follows: “That the does not favor the reorganization plan num- 
bered — transmitted to Congress by the President on —---————, 19—.”’, the 
first blank space therein being filled with the name of the resolving House and the 
other blank spaces therein Gains appropriately filled; and does not include a 
resolution which specifies more than one reorganization plan. 

Sec. 203. A resolution with respect to a reorganization plan shall be referred to 
a committee (and all resolutions with respect to the same plan shall be referred 
to the same committee) by the President of the Senate or the Speaker of the House 
of Representatives, as the case may be. 

Sec. 204. (a) If the committee to which has been referred a resolution with 
respect to a reorganization plan has not reported it before the expiration of ten 
calendar days after its introduction, it shall then (but not before) be in order to 
move either to discharge the committee from further consideration of such resolu- 
tion, or to discharge the committee from further consideration of any other resolu- 
tion with respect to such reorganization plan which has been referred to the 
committee. 

(b) Such motion may be made only by a person favoring the resolution, shall 
be highly privileged (except that it may not be made after the committee has 
reported a resolution with respect to the same reorganization plan), and debate 
thereon shall be limited to not to exceed one hour, to be equally divided between 
those favoring and those opposing the resolution. No amendment to such motion 
shall be in order, and it shall not be in order to move to reconsider the vote by 
which such motion is agreed to or disagreed to. 

(c) If the motion to discharge is agreed to or disagreed to, such motion may 
not be renewed, nor may another motion to discharge the committee be made 
with respect to any other resolution with respect to the same reorganization plan. 

Sec. 205. (a) When the committee has reported, or has been discharged from 
further consideration of, a resolution with respect to a reorganization plan, it shall 
at any time thereafter be in order (even though a previous motion to the same 
effect has been disagreed to) to move to proceed to the consideration of such 
resolution. Such motion shall be highly privileged and shall not be debatable. 
No amendment to such motion shall be in order and it shall not be in order to 
move to reconsider the vote by which such motion is agreed to or disagreed to. 

(b) Debate on the resolution shall be limited to not to exceed ten hours, which 
shall be equally divided between those favoring and those opposing the resolution. 
A motion further to limit debate shall not be debatable. No amendment to, or 
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motion to recommit, the resolution shall be in order, and it shall not be in order 
to move to reconsider the vote by which the resolution is agreed to or disagreed to. 

Sec. 206. (a) All motions to postpone, made with respect to the discharge 
from committee, or the consideration of, a resolution with respect to a reorgan- 
ization plan, and all motions to proceed to the consideration of other business, 
shall be decided without debate. 

(b) All appeals from the decisions of the Chair relating to the applieation of 
the rules of the Senate or the House of Representatives, as the case may be, to 
the procedure relating to a resolution with respect to a reorganization plan shall 
be decided without debate. 

Approved June 20, 1949. 


{H. R. 2576, 84th Cong., Ist sess.) 
A BILL To further amend the Reorganization Act of 1949, as amended, so that such Act will apply to 
reorgavization plans transmitted to the Congress at any time before April 1, 1958 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection (b) of section 5 of the Reorganiza- 
tion Act of 1949 (63 Stat. 205), as amended by the Act of February 11, 1953 
(67 Stat. 4), is hereby further amended by striking out ‘April 1, 1955” and 
inserting in lieu thereof ‘‘April 1, 1958’’, 


O 





84TH CoNGRESS } HOUSE OF REPRESENTATIVES Report 
1st Session No.7 





CONSIDERATION OF H. R. 2576 





January 25, 1955.—Referred to the House Calendar and ordered to be printed 


Mr. Bo tutna, from the Committee on Rules, submitted the following 


REPORT 


{To accompany H. Res. 109] 


The Committee on Rules, having had under consideration House 
Resolution 109, report the same to the House with the recommendation 
that the resolution do pass. 

O 














84TH CONGRESS } HOUSE OF REPRESENTATIVES | Report 
1st Session No. 8 





ACCRUAL OF EDUCATION TIME AFTER JANUARY 381, 1955 





JANUARY 25, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


{To accompany H. R, 587] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 587) to provide that persons serving in the Armed Forces on 
January 31, 1955, may continue to accrue educational benefits under 
the Veterans’ Readjustment Assistance Act of 1952, and for other 
purposes, having considered the same, report favorably thereon with 
an amendment and recommend that the bill do pass. 

The amendment is as follows: 

On page 2, line 22, strike “1967” and insert “1965”’. 


BACKGROUND OF THE BILL 


The President’s proclamation governing eligibility of personnel in 
the Armed Forces for various veterans’ wartime benefits issued on 
January 1, 1955, among other things, ended the accumulation of any 
additional education and training time under Public Law 550 of the 
82d Congress—Veterans’ Readjustment Assistance Act of 1952. 
This law, as limited by the proclamation, provides that a veteran in 
the service on or after June 27, 1950, shall be entitled to 1% days 
of education or training for each day of service prior to February 1, 
1955, with a maximum of 36 months of education or training. Thus, 
under the President’s proclamation a veteran serving from October |, 
1954, and until October 1, 1956, would be entitled to 6 months of 
education and training, inasmuch as the time spent after January 31, 
1955, would not yield him any additional education or training. 

The bill reported by the committee provides that a serviceman may 
accumulate additional time after January 31, 1955, if he is in the 
service on that date, ending on the date of his first discharge or release 
from active service after January 31, 1955. This would be subject 
to the maximum entitlement of 36 months’ education or training. 

55006—55——1 
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There was abundant testimony during the hearings conducted by 
the committee to show that many persons enlisted or entered the 
service with the expectation that they would have an opportunity to 
acquire the full education and training benefits of Public Law 550. 
As the proclamation could not meet this problem, it is necessary that 
legislation be enacted promptly to provide relief. 

All Members of the House of Representatives were invited to express 
their views, as well as the service organizations, the executive depart- 
ments such as the Bureau of the Budget, the Veterans’ Administration, 
the Department of Defense, Selective Service, and numerous educa- 
tional organizations. None of the witnesses appearing before the 
committee or filing statements expressed opposition to the basic 
objective of this legislation. The Bureau of the Budget stated that— 


the enactment of legislation along the lines of H. R. 587 would be in accord with 
the program of the President. 


EXPLANATION OF THE BILL BY SECTIONS 


Section 201 of Public Law 550 of the 82d Congress now provides 
a definition of the basic service period as one that began on June 27, 
1950, and ending on such date as shall be determined by the President 
by proclamation or by concurrent resolution of the Congress. The 
first subsection of this bill provides that the basic service period shall 
mean that period beginning June 27, 1950, and ending on January 31, 
1955, except that this period shall not terminate as to persons in the 
active service in the Armed Forces on that date until their first dis- 
charge or release from such service after January 31, 1955. 

Subsection (b) of the bill makes a perfecting amendment necessary 
in the definition of “eligible veteran” to substitute for the requirement 
of service during the “‘basic service period” the requirement of service 
during the period beginning on June 27, 1950, and ending on January 
31, 1955. 

Subsection (c) of the bill amends section 212 (c) of the act which 
now provides that in the event an eligible veteran returned to active 
service during the basic service period his date of discharge shall be 
the date of discharge or release from his last period of active service 
which began during the basic service period. The bill amends this 
to make it conform with the basic principle of the bill to provide that 
the controlling date of discharge shall be the date of the discharge 
from that period of service which began prior to February 1, 1955. 

Subsection (d) amends section 213 which presently provides that 
no education or training shall be afforded beyond 8 years after the 
discharge or release from the active service or the end of the basic 
service period, whichever is earlier. 

To equalize the opportunity of those continuing in service beyond 
January 31, 1955, with that enjoyed by earlier utliataeks, the amend- 
ment will delay the commencement of the 8-year period in their 
cases until the first discharge or release after January 31, 1955. 
However, as a safeguard against unduly extending the life of the 
program, which this might entail in some instances, the amendment 
provides that no education or training shall be afforded beyond 
January 31, 1965, and would, in effect, extend the program for 2 
years from the present terminal date of January 31, 1963. 
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Subsection (e) simply substitutes the word “his” for the word 
“the” in section 214, to make it read, “his basic service period” 
rather than “the basic service period.” 

Section 2 of the bill makes the provisions of this act effective as of 
January 31, 1955. 

COST 


The Veterans’ Administration has indicated that while the addi- 
tional cost of the bill cannot be precisely predicted, it is estimated 
that there would be no increase in direct benefit costs for fiscal years 
1955 or 1956 and that the additional direct benefit cost would approx- 
imate $25 million for fiscal year 1957, $60 million for fiscal year 1958, 
$90 million for fiscal year 1959, $90 million for fiscal year 1960, and 
$70 million for fiscal year 1961; and that the additional annual direct 
benefits costs could be expected to continue to decrease after fiscal 
vear 1961. It was estimated that the additional administrative costs 
are expected to be approximately 4 to 5 percent of the mentioned 
additional costs for direct benefits, with relative cost for administra- 
tion increasing as the program draws to a close. 

The Department of Defense reported that 1.4 million men would 
be affected in some degree by this legislation. It is obvious, however, 
that only those persons entering within the last few months will be 
significantly affected. 

Reports from executive departments follow. 


DEPARTMENT OF THE Army, 
Orrice oF THE ADJUTANT GENERAL, 
Washington 25, D. C., January 18, 1955. 
AGCT 327.31 (5 Jan 55) 
Hon. Ourn E. Teacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives. 

Dear Mr. Teacue: As requested in your letter of January 5, 1955, and in 
accordance with the additional requirements outlined by Mr. Meadows of your 
office in a telephone conversation with a representative of my office on January 
12, 1955, I am pleased to forward to you, as enclosures hereto, the information 
you desire with respect to the manner in which the following categories of personnel 
are inducted, enlisted, or otherwise brought into the military service, together 
with the specific moment that these personnel come under military control: 


Enctosure 
se ERG BES Sa HAIN, EAB GAC Oe A ge cy Se eS A ft I 
Volunteers for immediate induction 


Voluntary entry on active duty of enlisted reservists 
Personnel commissioned through the ROTC program 
6. Call to active duty of commissioned reservists_.______- 


1 
2. 
3. Enlistees___._- 
4, 
5. 


It is hoped that the information furnished above will be helpful to you. In the 
event any additional data are required, please feel free to call upon me again. 
Sincerely yours, 
Joun A. KLEIN, 
Major General, United States Army, 
The Adjutant General. 
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{Enclosure 1} 
INDUCTEES 


These individuals register for the draft with the Selective Service System local 
boards on the first day designated for registration subsequent to their 18th birth- 
day. At the appropriate time, they are then ordered by the Selective Service 
local boards to report to the designated induction stations for preinduction mental 
and physical examination and a determination of their moral fitness. Registrants 
requiring hospitalization or special medical evaluation remain under control of 
the Selective Service System. After such examinations, registrants return to their 
place of residence. Subsequently, the induction station informs the registrant’s 
local board of the results of the preinduction examination and whether the in- 
dividual currently qualifies for acceptance or is not qualified for acceptance, and 
the registrants are in turn advised directly by the local boards. Registrants pre- 
viously found qualified for acceptance are ordered by Selective Service local 
boards to report to the designated induction station for induction into the Armed 
Forces. Upon reporting to the induction station for induction, and just prior to 
actual induction, the registrant is rechecked to insure that he still meets the estab- 
lished physical and moral criteria. Registrants found qualified after such recheck 
then participate in an induction ceremony. An indueting officer makes a brief 
orientation talk to the registrants, who are normally lined up, telling them what 
is going to take place. He tells the registrants that they are going to engage in 
the ceremony of induction. He advises them that within a few moments he will 
ask those individuals to take one step forward and that such step symbolizes 
stepping from civilian to military jurisdiction. The induction officer then states 
in substance: “Those of you who are about to enter into the military service arc 
directed to take one step forward.” This taking a step forward then becomes the 
precise moment that the registrant comes under military control. After this 
portion of the ceremony is concluded, the oath of allegiance is then given to all 
such registrants and the registrants are then forwarded to the appropriate recep- 
- tion station for further processing and training for service. 


{Enclosure 2] 
VOLUNTEERS FOR IMMEDIATE INDUCTION 


A volunteer for immediate induction is the registrant who volunteers for 
induction at the earliest practicable date within induction quotas, and is inducted 
prior to the registrants who are ordered for induction. The volunteer for induc- 
tion is forwarded by the Selective Service local board to the appropriate induction 
station, and, if he meets the prescribed mental, physical, and moral criteria, is 
inducted and passed to military control in the same manner as outlined in 
enclosure 1. 


[Enclosure 3} 
ENLISTEES 


Applicants for enlistment are interviewed at recruiting stations to determine 
potential eligibility for enlistment based on mental, moral, and physical qualifi- 
cations. Enlistment screening tests are administered to determine the probability 
of their achieving the prescribed mental test scores. Those who qualify are 
forwarded to recruiting main stations, and are administered the mental tests 
and physical examinations. Applicants for enlistment who are hospitalized for 
special medical evaluation remain in a civilian status. Individuals who meet 
the prescribed mental, moral, and physical criteria then are given the oath of 
enlistment. The moment that such applicants subscribe to this oath they come 
under military control, 
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{Enclosure 4] 


Votuntary Entry on Active Duty or Enuistep RESERVISTS 


Under section 4 (c), Universal Military Training and Service Act, a reservist 
may apply for 2 years’ active duty. If found mentally and physically qualified 
he may be ordered to active duty under section 233 (d), Armed Forces Reserve 
Act of 1952. When an enlisted reservist desires such active duty, he submits an 
application, accompanied by a loyalty certificate, through his unit commander to 
the chief of the military district. (If not a member of an Organized Reserve unit 
he submits his application directly to the military district chief.) The records of 
the reservist are examined to determine his qualifications and the commander 
forwards the application with his recommendations to the military district chief 
or area commander who has final selection authority. This authority, vested in 
the area commander, may be delegated to the chief of the military district. If 
the applicant is subject to induction and there is no question as to his loyalty, he 
has only to pass the physical examination. If not subject to induction, he must 
have a standard score of 90 or higher on the mental tests, as mental group IV 
personnel. If found qualified the applicant is ordered to a short tour of active 
duty (one or more days) for the purpose of undergoing physical examination. 
During this short period, the individual actually is under the control of the Army 
for limited purposes and is entitled to certain limited benefits, and remains in 
such a status until relieved from active duty and ordered to return to his home or 
other designated location upon completion of his physical examination. The 
report of examination is forwarded by the physician to the authority who issued the 
orders. If, on review, the applicant is found physically qualified, orders are then 
issued directing him to proceed on a certain date to a certain Army installation 
to report to the commander thereof for active duty. He actually enters on active 
duty and is under the control of the Army on the effective date of active duty 
cited in his orders or, if no date is specifically cited therein, on the date he neces- 
sarily is required to proceed from his present location, if cited in his orders, or 
irom his home, to his assigned station. 


fEnclosure 5] 
PERSONNEL COMMISSIONED THROUGH THE ROTC ProGRAm 


Eligible freshman students enroll in Military Science I, and sign an ROTC 
deferment agreement about February 15, in which they agree to complete the 
basic course (MS I and MS II), if enrolled therein; to enroll in and complete the 
advance course (MS III and MS IV) at the proper time, if accepted therefor; 
upon completion or termination of the course to accept a commission when 
eligible, if tendered; to serve upon active duty for a period of not less than 2 
years after receipt of such commission subject to order by the Secretary of the 
Army; and to remain a member of a Regular or Reserve component of the Army 
until the eighth (8th) anniversary of the ‘receipt of commission unless sooner 
terminated. 

Sophomore students enroll in Military Science II, and there is no change in 
their status from that while enrolled in MS I. 

Junior students, if selected, enroll in Military Science III, and sign a student’s 
contract which provides for payment of commutation of subsistence. The 
contract provides that the student will agree to complete the advance course 
(MS III and MS IV); devote 5 hours per week during such period to the military 
training prescribed, and pursue the course of camp training during such period 
as peewee by the Secretary of the Army. 

dvance course ROTC students normally attend a 6 weeks’ training camp at 
a military camp or post in the summer intervening between their MS III and 
MS IV years. During the 6 weeks’ summer camp period the students are paid 
at the rate of $75 per month under the provisions of section 47 (c), NDA. 

Senior students enroll in Military Science 1V, and upon completion of the MS 
IV year, and receipt of a degree, are tendered a commission as a second lieutenant 
if eligible. The appointment of such an ROTC graduate in the Army Reserve 
is effective upon execution and return of the oath of office to the Army commander. 
Upon acceptance of a commission, ROTC graduates are assigned to a branch of 
the Army Reserve. Upon receipt of the executed oath of office, these newly 
commissioned ROTC graduates are placed under writteu orders to active duty 
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with an effective date during a selected month subsequent to that of graduation 
but prior to July 1 of the following year for May and June graduates and prior 
to July 1 of the current year for midvear graduates From date of appointment 
through the date immediately preceding the effective date of their active duty, 
such individuals are not on active duty nor under the control of the Army other 
than the fact that they are carried on the rolls (records) of the Army, that their 
military records are maintained by the appropriate military district, and that 
they are subject to active duty under such active-duty programs and directives 
as are prescribed and in effect at that time. The effective date of active duty is 
prescribed in each order itself; the date that the order is issued having no bearing 
on the individual’s active duty or the effective date that he is under Army control. 
Such individuals actually come to Army control on the effective date of active 
duty cited in orders, or if no date is specifically cited therein, on the date the 
individual necessarily is required to proceed from his present location if cited in 
his orders, or from his home, to his assigned duty station. 


{Enclosure 6] 
Catt To Active Duty or CommissioneD Reserve PERSONNEL 


At present (other than Army Medical Service) only officers who volunteer 
therefor are being ordered to active duty. Applications are submitted by in- 
dividuals to the military district (for USAR officers) and to the adjutant general 
of the State (for NGUS officers) accompanied by a completed physical examina- 
tion and other required material. These are forwarded through the appropriate 
area commander to The Adjutant General when determination is made as to 
their acceptability for active duty. If selected for active duty appropriate orders 
are issued by The Adjutant General with an effective date of entry on active duty 
determined by The Adjutant General and normally indicated on the orders. 
This effective date is generally not earlier than 30 days subsequent to the date of 
issuance of the active-duty order. These individuals come under Army control 
on the effective day of their active duty as cited in their orders, if their orders 
contain such information; otherwise on the date the individual necessarily is re- 
quired to proceed from his present location, if cited in his orders, or from his home 
to his assigned station. 


NaTIONAL HEADQUARTERS, 
SELEcTIVE SERVICE SysTEM, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., January 14, 1955. 
Hon. Ourn E. Treacue, 
House of Representatives. 


Dear Mr. Teacue: I have your letter of January 6, 1955, in which you 
request information concerning the exact procedures which are followed by 
Selective Service in regular induction cases and volunteer induction cases. 

As you know, our local boards place in class I-A the registrants who are unable 
to produce conclusive evidence which would warrant their classification in some 
deferred class. After a man is placed in class I-A and has been afforded 10 days 
in which to take an appeal, he is then sent to an Armed Forces examining station 
for his preinduction physical and mental examination. If the registrant is found 
acceptable, he is sent a notice of acceptability by his local board and he is then 
placed on a list according to his age. When the local board receives a call, it 
orders men from this list for induction, with the oldest men going first. 

There are two provisions in the Selective Service regulations which prohibit 
the local board from processing a man for induction on short notice. One pro- 
viaion of the regulation, issued by the President, is that at least 21 days must 
elapse between the time the local board has mailed a certificate of acceptability 
and the date fixed for induction. The other regulation is that the local board 
must mail the order to report for induction at least 10 days before the date fixed 
for induction. 

A local board generally fills its monthly call on 1 or 2 days during the month. 
Each local board has certain days during the month on which it may send men 
for induction, and other days on which it sends men for preinduction physical 
examination. The Armed Forces examining and induction stations have a limit 
on the number of men they can process each day. 
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When a man files an application for voluntary induction, his local board is 
required by Selective Service Regulations to classify him as soon as possible 
and im in a class available for military service, unless his deferment is 
found necessary under the Presidential regulations. 

Selective Service calls are placed according to age, with the oldest men being 
called first. By volunteering for immediate induction, a registrant merely moves 
up the time he enters the Armed Forces. Volunteers will be called in the sequence 
in which they have volunteered for induction. If a local board is unable to fill 
their call with volunteers, they then go to the list of available nonvolunteers and 
order — to report for induction in the sequence of their ages, with the oldest 

oing first. 

In your letter you raise the question of whether there would be a possibility 
that an individual volunteering for induction or coming up for regular induction 
a few days prior to January 31, 1955, might have his induction delayed until 
after January 31. It has been the experience of Selective Service that it takes 
Pik om ag 30 days to completely process a volunteer and deliver him for 
induction. In view of this, I doubt if any person who volunteers for induction 
through his local board after January 1, 1955, the date on which the Executive 
Order of the President was issued, would be inducted prior to January 31, 1955. 
Also, I doubt if there would be any individual nonvolunteer registrants, inducted 
prior to January 31, 1955, who had not received orders to report for induction 
before January 1, 1955. The Selective Service Regulations authorize the local 
boards to postpone the induction of registrants only for emergency reasons 
beyond the registrant’s control, such as illness of the registrant or a member of 
his family. 

I trust that the abov~ gives you the information which you desire. 

Sincerely yours, 
Lewis B. Hersuey, 
Director. 





DEPARTMENT OF THE Navy, 
Heapquarters UnNitrep States MARINE Corps, 
Washington 25, D. C., January 14, 1955, 
Hon. Ourn E. Teacve, 


House of Representatives, Washington, D. C. 


My Dear Mr. Teacve: This is in reply to your letter of January 6, 1955, 
relative to the procedure followed by the Marine Corps in entering persons into 
the active service. 

The Marine Corps has not accepted personnel through the Selective Service 
System since May 1952, therefore the following information pertains to applicants 
who volunteer for enlistment in the Marine Corps or Marine Corps Reserve. 

Applicants who volunteer for enlistment in the Marine Corps or Marine Corps 
Reserve are processed for determination of eligibility in accordance with current 
enlistment standards. If the applicant is physically and otherwise qualified, 
the oath of enlistment is administered and the formal contract of enlistment is 
executed. The oath of enlistment has been held to be the pivotal fact which 
changes the status from that of a civilian to that of a marine. 

Enlisted service, for basic pay purposes, of applicants enlisted in the Regular 
Marine Corps commences with the date of enlistment. 

Members of the Marine Corps Reserve who are, or will become, classified in a 
class available for induction, may be assigned to unrestricted extended active 
duty at their own request and at the time selected by them, subject to established 
quotas. Orders to such reservists allow a minimum of 30 days between receipt 
of orders and assignment to extended active duty. The date of reporting for 
temporary active duty for physical examination will be a minimum of 5 days after 
receipt of orders. Upon completion of the physical examination, the reservist is 
ordered home and released from temporary active duty. On the 25th day after 
the physical examination is completed, and provided he has been found physically 
and otherwise qualified, the reservist is ordered to extended active duty in excess 
of 30 days and is directed to proceed on that date to his duty station. In the 
event he desires to proceed to his duty station immediately, or at any time within 
the 25-day period, he is authorized todo so. Reservists are authorized to perform 
travel to a of physical examination and return, or to initial duty station, or 
both, at their own expense and to submit claim for reimbursement, or to apply in 


person or by letter to a Marine Corps activity for necessary transportation re- 
quests, meal tickets, and travel itineraries. Active duty pay is authorized only 
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for the time required to perform travel, via mode of transportation used, for the 
distance from his home to his duty station, plus the time required for physical 
examination. The date of commencement of extended active duty is computed 
by subtracting the number of days traveled authorized to the reservists from the 
date of reservists reporting to the first duty station. 

Provided physically and otherwise qualified, a member of the Marine Corps 
Reserve may volunteer for enlistment or reenlistment in the Regular Marine 
Corps at any time prior to assignment to extended active duty subject to such 
anne limitations which may be necessary to keep the strength of the Marine 

orps within the authorized allowance. In addition, a member of the Marine 
Corps Reserve not serving on extended active duty may volunteer for enlistment 
in another branch of the Armed Forces. 

It is trusted the above information serves the purpose of your inquiry. 

Sincerely yours, 
R. H. Rivce ty, Jr., 
Major General, United States Marine Corps, 
Director of Personnel. 


Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGeET, 


Washington 25, D. C., January 20, 1958. 
Hon. Ouin E. TEeacus, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. CuarrMan: This will acknowledge your letter of January 11, 
1955, requesting a report from the Bureau of the Budget on H. R. 587, a bill to 
provide that persons serving in the Armed Forces on January 31, 1955, may con- 
tinue to accrue educational benefits under the Veterans’ Readjustment Assistance 
Act of 1952, and for other purpose. 

H. R. 587 would enable persons in service on January 31, 1955, to continue to 
accrue entitlement to education and training during service after that date up to 
the maximum of 36 months specified in existing law. The obvious objective of 
the bill is to provide the group of servicemen affected by the President’s proclama- 
tion regarding various special veterans’ benefits with an opportunity to obtain 
substantial education and training benefits comparable to those available to 
servicemen who completed their service prior to the end of the basic period. The 
President has endorsed this objective and has indicated that he supports legislation 
to achieve this end. 

With specific regard to H. R. 587, the report of the Veterans’ Administration 
suggests further consideration of one basic feature of the bill. H.R. 587 would 
extend the final closing date for the education and training program from January 
31, 1963, to January 31, 1967. This extension of 4 years is apparently intended 
to insure that those men in service on Januarv 31, 1955, under a 4-year enlistment, 
have at least 8 years after discharge to complete their education or training. 
The agency calls attention to the fact that the proposed extension will require 
administrative machinery to be maintained for an additional 4 years. It also 
questions whether there is any practical need for such an extension, in view of 
the fact that those for whom the program is intended will have 4 or more years 
to complete training, even under existing law. 

Under the circumstances, the existing terminal date of January 31, 1963, 
would appear to be reasonable and the Bureau of the Budget accordingly recom- 
mends its retention. 

Subject to your consideration of the foregoing, you are advised that the enact- 
ment of legislation along the lines of H. R. 587 would be in accord with the 
program of the President. 


Sincerely yours, 
Donatp R. BEetcuer, 
Assistant Director. 
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DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 


Washington, January 3, 1956. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation, to 
amend section 300 of the Servicemen’s Readjustment Act of 1944 in relation to 
re: entitlement of servicemen discharged or dismissed by court martial to veterans 
rights. 

This proposal is part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that it has no objection to the 
submission of this proposal for the consideration of the Congress. The Depart- 
ment of the Air Force has been designated as the representative of the Department 
of Defense for this legislation. It is recommended that this proposal be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


Section 300 of the Servicemen’s Readjustment Act of 1944 (38 U. S. C. 693g) 
provides in pertinent part as follows: 

“The discharge or dismissal by reason of the sentence of a general court martial of 
any person from the military or naval forces * * * shall bar all rights of such 
person, based upon the period of service from which he is so discharged or dis- 
missed, under any laws administered by the Veterans’ Administration * * *,” 
[Italics supplied.] 

The proposed bill would eliminate the word “general’’ from section 300 so as 
to deny benefits under the laws administered by the Veterans’ Administration 
to any person who has been discharged or dismissed from the military or naval 
forces by reason of the sentence of a court martial. Under the Uniform Code of 
Military Justice which governs the Armed Forces today, if a general or a special 
court-martial sentences a person to discharge or dismissal from military service, 
the discharge or dismissal may only be adjudged for certain types of offenses. 

At the time the Servicemen’s Readjustment Act of 1944 was enacted (June 22, 
1944) the Uniform Code of Military Justice had not been enacted and thus was 
not in force throughout the Armed Forces. 

Since the enactment of the Uniform Code, the Armed Forces have been con- 
fronted with an increasingly difficult situation involving a number of individuals 
who have admitted they entered military service with the express purpose of 
obtaining a bad-conduct discharge by the commission of a series of minor offenses. 
The plans of these individuals encompass a belief that the receipt of a bad-conduct 
discharge will insure them against future military service and still permit them to 
receive veterans’ benefits. 

A bad-conduct discharge is neither an honorable nor a dishonorable discharge, 
and it may be adjudged by either a general or a special court-martial. Under 
existing laws granting benefits to veterans and as administered by the Veterans’ 
Administration, the period of active service upon which a claim is based must have 
been terminated by a discharge or release ‘“‘under conditions other than dishonor- 
able” (sec. 1503 of the Servicemen’s Readjustment Act of 1944; 38.U. 8. C. 
697c). Thus, a bad-conduct discharge adjudged by special court-martial requires 
the Veterans’ Administration to make a determination of eligibility for benefits 
after examining the facts upon which the bad-conduct discharge was adjudged. 
On the other hand, a bad-conduct discharge adjudged by a general court-martial, 
even for a similar offense or a series of offenses which in other cases resulted in 
a discharge or dismissal by a special court-martial, automatically bars the holder 
from benefits administered by the Veterans’ Administration. 

Veterans Regulation 1064 (38 CFR 3.64) provides that veterans’ benefits 
will be denied when “the discharge or separation from active military or naval 
service was (1) for mutiny, (2) spying, or (3) for an offense involving moral 
turpitude or willful and persistent misconduct: Provided, however, That where 
service was otherwise honest, faithful, and meritorious, a discharge or separation 
other than dishonorable because of the commission of a minor offense will not be 
deemed to constitute discharge or separation under dishonorable conditions.” 

This regulation governs the adjudication of all claims for benefits received by 
the various regional offices of the Veterans’ Administration. Accordingly, since 
there is no automatic denial of benefits to individuals discharged by reason of 
the sentence of a special court-martial, it is possible for an individual to receive 
a bad-conduct discharge by deliberately committing a series of offenses for which 
he is not tried by a general court-martial and, depending upon the interpretation 
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of facts by a Veterans’ Administration adjudication officer, receive all veterans’ 
benefits available under laws administered by the Veterans’ Administration. 
Experience has shown this fact is well known among those individuals seeking 
bad-conduct discharges from the military services. It is the belief of the Depart- 
ment of Defense that this ostensible loophole in veterans’ legislation should be 
closed by denying veterans’ benefits to all individuals discharged or dismissed 
from military service as a result of a court-martial. The interests of justice and 
military discipline support this conclusion. 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 83d Congress by the Department of the 
Air Force on June 1, 1954, as part of the Department of Defense legislative 
program for 1954 but was not introduced. 





COST AND BUDGET DATA 


Enactment of this proposed legislation would result in no additional cost to 
the Department of Defense. 
Sincerely yours, 

































Harotp E. Tarsorr. 





DEPARTMENT OF THE ARMY, 
Washington 25, D. C., January 6, 1955. 
Hon. Sam Rayburn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation, to 
authorize the transfer of hospitals and related facilities between the Veterans’ 
Administration and the Department of Defense, and for other purposes. 

This proposal is part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Army has been designated as the representative of the Depart- 
ment of Defense for this legislation. It is recommended that this proposal be 
enacted by the Congress. 
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PURPOSE OF THE LEGISLATION 


Prior to the cessation of hostilities of World War II, the Congress enacted the 
Servicemen’s Readjustment Act of 1944. Section 101 of that act, in part, au- 
thorized the transfer to the Veterans’ Administration of suitable Army and Navy 
hospitals after the termination of the then current hostilities or after such insti- 
tutions were no longer needed by the armed services. Under that provision, 
which was preserved by section 202 (e) of the Federal Property and Administrative 
Services Act of 1949, as originally enacted, the Veterans’ Administration was 
able to augment its hospital facilities without cost and at the same time assure 
the preservation of suitable military hospital installations not of immediate 
need to the armed services. Under that provision various military hospitals 
were transferred to the jurisdiction and control of the Veterans’ Administration. 

Public Law 522 of the 82d Congress repealed section 202 (e) of the Federal 
Property and Administrative Services Act of 1949, thereby casting doubt upon 
the effectiveness thereafter of section 101 of the Servicemen’s justment Act 
of 1944. While section 202 (a) of the Federal Property and Administrative Serv- 
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ices Act of 1949, as amended by Public Law 522, 82d Congress, does provide for 
the transfer of excess property between Federal agencies without reimbursement 
when so prescribed administratively except in certain instances, the transfer 
between Federal agencies of hospitals and related facilities is fundamentally not 
a matter involving excess property. The transfer of hospitals is but one aspect 
of Government programs relating to hospitals that are reviewed and coordinated 
in accordance with Budget Circular No. A-27, Revised. Such a transfer of 
hospitals often involves the transfer of certain fixtures and related personal 
property necessary for the operation of the hospital. The fixtures and related 
personal property, irrespective of the regs we itself, are normally not excess to 
the needs of the transferring agency but should be included in transfers in order 
to provide for the effective utilization of the hospitals. 

n view of the repeal of section 202 (e) by Public Law 522 of the 82d Congress, 
this proposed legislation is considered necessary to provide clear authority for the 
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integration of Federal hospital programs outside of the provisions of statutes 
relating to the utilization of excess property and the disposal of surplus property 
to the end that the maximum efficient utilization of Government hospital facilities 
for current requirements can be achieved and planning for mobilization require- 
ments be put into effect. 

This proposed legislation would provide broader authority for interagency 
transfers of hospital facilities between the Veterans’ Administration and the De- 
partments of the Army, Navy, and Air Force than was contained in section 101 
of the Servicemen’s Readjustment Act of 1944, particularly in that it would cover 
the transfer of hospitals ines the Veterans’ Administration to a military depart- 
ment and not merely the transfer of hospitals from a military department to the 
Veterans’ Administration. Transfers of hospitals under the authority of this 
legislation will be subject to the approval of the President and Secretary of De- 
fense and will be integrated into the hospital, convalescent, and domiciliary pro- 
grams of the Federal departments and establishments by coordination through 
established channels. 

LEGISLATIVE REFERENCES 


Legislation identical to this proposal was included in the Department of Defense 
Legislative Program for 1952, and was introduced in the 82d Congress as S. 2731. 
The Senate passed that bill on May 1, 1952, but the Congress took no further 
action with respect to the bill. It was resubmitted to the Congress on January 5, 
1953, and introduced as H. R. 1414 but no further action was taken 


COST AND BUDGET DATA 


The enactment of this proposal will cause no apparent increase in the budgetary 
requirements for the Department of Defense. 
Sincerely yours, 
Rosert T. SvTEVENs, 
Secretary of the Army. 


DEPARTMENT OF THE Navy, 
Bureau or Nava. PerRsonnet, 
Washington 25, D. C., January 19, 1956. 
Hon. Orin E. Teacue, 
House of Representatives, 
Washington 25, D. C. 


My Dear Mr. Teacve: This is in reply to your letter of January 5, 1955, 
concerning the procedures followed by the Department of the Navy with respect 
to persons entering into active service. 


ENLISTED PERSONNEL 
Regular Navy 

At the present time the Navy is not receiving personnel as enlisted men in the 
Navy through selective service as inductees. All applicants for enlistment in 
the Regular Navy are volunteers and the normal processing time for enlistment of 
such applicants is about 7 working days. If an applicant applies for enlistment on 
or before January 21, he will have a reasonable assurance of being enlisted on or 
before January 31. Should he apply after January 21 his chances of — 
enlisted before January 31 are considerably lessened. All persons who are enlist 
in the Regular Navy are placed on active duty immediately upon taking the oath 
of allegiance and the signing of the enlistment contract. 


Naval Reserve 


The normal processing time required for enlisting an applicant in the Naval 
Reserve is approximately 5 days. An individual in the Naval Reserve does not 
enter on active duty immediately upon enlistment. Those persons who are 
enlisted with no prior military service may volunteer for active duty; however, 
personnel who have received a notification to report for induction have priority 
for such recall to active duty within the monthly quotas assigned by the com- 
mandant of the naval district. Any delay in ordering a person to active duty 
after enlistment depends on the following: whether or not the individual volunteers 
for active duty; the existence of a vacancy in the quota allotted the commandant 
of the naval district for the purpose of ordering reservists to active duty; and 
whether or not he has resaived notice to report for induction. 
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OFFICER PERSONNEL 


Officer candidate 


Processing procedures for officer candidate programs vary from the enlisted 
programs in that processing time is considerably longer, and the actual entrance on 
active duty after enlistment or appointment varies, depending on the scheduled 
convening dates of classes. For example, an officer candidate may have been 
selected and enlisted January 13, 1955, but will not be ordered to active duty until 
sometime in March, the date of the next officer candidate class, 


Direct appointment 


Under the direct appointment procedures, it is entirely possible that an officer 
could be appointed in January but not report for active duty until a later date. 
The delay in reporting would be occasioned by the needs of the service plus a 
policy of allowing a new appointee sufficient time to settle his personal affairs. 

It is clear, therefore, that there is a possibility that a number of individuals who 
have made application for enlistment or appointment during the month of January 
will not be able to qualify for the special wartime benefits. 

It is hoped the above information will be helpful to you. 

Sincerely yours, 

By direction of Chief of Naval Personnel: 

M. F. D. FLanerty, 
Captain, USN, Director, Recruiting Division. 


DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, January 20, 1956. 
Hon. Ouin E. TEAGue, 
House of Representatives. 

Dear Mr. Teacue: In response to your inquiry of January 5, 1955, relative 
to induction, recruitment, and military control of Air Force personnel the following 
information is submitted for your consideration. With the exception of a few 

hysicians, dentists, and veterinarians allocated to the Air Force by Selective 
rvice and who are not found qualified for officer appointment, the Air Force is 
presently manned by volunteers. 

Input personnel are obtained from several sources and each source has its own 

rocedure. By far the largest of these categories is volunteer airman enlistees. 
The individual may appear in person at a recruiting facility on his own initiative 
or after contact by a recruiter. Here information about the Air Force is furnished 
and if he desires to volunteer his processing commences. During this processing 
the enlistment screening test is given, the enlistment application is completed 
and if the applicant appears qualified he is sent at Government expense to a 
recruiting main station for final processing. At the recruiting main station his 
records are reviewed and final forms accomplished. Required mental tests are 
administered and a medical examination is accomplished. Normal processing 
time at the recruitment facility would average 1 working day, travel time to the 
recruiting main: station would normally consume another working day and 
processing at the recruiting main station would probably require 2 days due to 
the time requirement of certain medical laboratory tests. Normal processing 
time from field contact to oath of enlistment would be approximately 4 working 
days. If found fully qualified mentally and physically the applicant is adminis- 
tered the oath of enlistment and it is at this instant of time that the airman first 
comes under the control of the Department of the Air Force. At any time during 
processing and prior to the actual time of oath of enlistment the applicant has 
the prerogative of refusing further processing. After completion of the processing 
the airman is shipped to 1 of 3 military wings to begin his basic training. 

Regardless of the date that enlistment processing begins no person comes under 
the control of the Department of the Air Force until the time the oath of enlistment 
is administered. 

Processing of other categories of personnel entering into active service such as 
aviation cadets, Air Force ROTC graduates, directly appointed officers and 
directly appointed physicians, dentists, and veterinarians have different entrance 
procedures than volunteer airman. 

(a) Aviation cadet applicants.—Civilian applicants for aviation cadet training 
are normally notified of qualification and acceptance for training prior to their 
enlistment. At this time he is given a draft deferment of 4 months, but remains a 
civilian in every sense of the word and is under no control of the Department of 
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the Air Force. He retains the prerogative of enlisting in the Regular Air Force at 
any time prior to his entry into aviation cadet training. 

(b) The AFROTC graduate and directl mig Scene officer.—Persons in these 
categories do not come under the control of the Department of the Air Force until 
the day they are ordered to extended active duty as commissioned officers. 
Certain qualified AFROTC graduates are called to active duty and phased into 
flying training throughout the year as class assignments become available. The 
remaining AFROTC graduates and directly appointed officers are called to active 
duty to fill specified vacancies as they occur. way rms eo of active duty 
orders, any of these may also apply for enlistment in the Regular Air Force. 

(c) Direct appointment of physicians, dentists, and veterinarians.— Doctors, 
dentists, and veterinarians subject to induction under the operation of the 
Doctors’ and Dentists’ Draft Act must be appointed Reserve officers if they 
volunteer and are qualified for direct appointment. Under this procedure the 
Air Force requests through the Department of Defense that the Selective Service 
System furnish a given number of physicians to be entered on active duty at a 
specified time. Normally from the date of request until the persons are to 
enter active service is 6 months. After receipt of the request Selective Service 
issues induction notices approximately 90 days prior to the first day of active 
duty. During this 90-day period the individual may submit application for 
appointment in the Air Force. If found qualified he will be appointed and 
ordered to active duty. From the date the inductee receives his notice of induc- 
tion until he enters extended active duty he has no military status but is not 
free to enlist or apply for any appointment in any branch of the Armed Forces 
except the Air Force 

In general summation, I would like to reiterate that military control of an 
individual begins for airmen at the time of oath of enlistment and for officer 
personnel at the time of call to extended active duty as published in active-duty 
orders. 

I trust that the above information will serve the purposes of your request. 

Sincerely yours, 
Jon W. KE tty, 
Major General, USAF, Director, Legislative Liaison. 


VETERANS’ ADMINISTRATION, 
OrrFice OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., January 21, 1956. 
Hon. Ouin E. Tracue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacue: This will refer to your request for a report by the Veterans’ 
Administration with respect to H. R. 587, 84th Congress, a bill to provide that 
persons serving in the Armed Forces on January 31, 1955, may continue to accrue 
educational benefits under the Veterans’ Readjustment Assistance Act of 1952, 
and for other purposes. 

The principal purpose of H. R. 587 is indicated both by its title and the state- 
ment by its sponsor which appeared in the appendix of the Congressional Record 
of January 6, 1955. It would permit persons continuing in the active service 
beyond January 31, 1955 (the terminal date of the Korean conflict period fixed 
by the President’s proclamation for the purpose of various veterans’ benefits), 
to accrue ‘additional entitlement to education and training based upon service 
after that date. The bill is therefore aimed at equalizing the opportunity for 
this group to attain a substantial educational benefit under the Veterans’ Read- 
justment Assistance Act of 1952 with that enjoyed by those who completed their 
service prior to the end of the basic period. 

Under the Veterans’ Readjustment Assistance Act the basic service period 
governing eligibility for its benefits is defined in each case as the period beginning 
on June 27, 1950, and ending on such date as shall be determined by Presidential 
proclamation or concurrent resolution of the Congress. However, the amount 
of entitlement to education or training which a veteran meeting the basic eligibility 
criteria of the act may receive is measured by 1% times the duration of his active 
service within such period. Since January 31, 1955, has now been fixed as the 
termination date of such basic service period by the President’s proclamation of 
January 1, 1955, persons now in service will be unable to accrue additional entitle- 
ment to education and training after January 31, 1955. In the extreme case, 
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the entitlement of a person entering service on that date would yield an insig- 
nificant 144 days of education or training which, of course, could be of no practical 
use. The same problem, in gradually 5 ara degree, will exist with reference 
to large numbers of servicemen who have entered the Armed Forces at earlier 
times but have not yet served for a sufficient period to accrue that amount of 
entitlement for education and training which will provide the necessary readjust- 
ment assistance when they are separated from active service. 

The situation with respect to educational and vocational assistance contrasts 
with that which obtains with respect to the other readjustment benefits. As to 
these, the same person who received entitlement to only 1}4 days of education 
or training could, if he meets the other conditions for eligibility, be entitled to the 
full quantum of the benefits, since such other benefits are not measured by the 
vr gtigg of active service during the period June 27, 1950, through January 31, 

It should be noted that the bill would retain the requirement that for purposes 
of basic eligibility a person must have entered service on or prior to January 31, 
1955. The privilege which it would establish of permitting persons in service 
on that date to accrue additional educational entitlement by reason of service 
continuing after that date would be subject to the present maximum of 36 months 
entitlement to education and training. The bill would have an added distinctive 
feature in that the 8-year period prescribed by section 213 of the act as limiting 
the time within which education or training may be afforded would be measured 
from the first discharge or release from active service after January 31, 1955, in 
these cases and would not be limited by the presently applicable final closing date 
of January 31, 1963. However, in apparent recognition of the fact that, unless 
restricted, this would permit long-service career personnel to receive training at 
a remote time in the future, the bill would specify a final terminal date of January 
31, 1967, beyond which no training could be provided for any individual. This 
would, in effect, result in a 4-year extension of the life of the education and training 
program. 

Under existing provisions, the governing terminal date, January 31, 1963, 
applies to all persons discharged less than 8 years prior to that date irrespective 
of whether they had accrued maximum or merely partial entitlement. ecord- 
ingly, the proposed extension of the program to January 31, 1967, may present 
considerations differing from those involved in the primary objective of per- 
—— accrual of additional entitlement for service continuing after January 31, 
1955. 

The committee may wish to weigh the fact that the Veterans’ Administration 
would thus be required to maintain a staff to administer the program for 4 addi- 
tional vears along with the question of whether there will exist any practical 
need for an extension of time among those for whom the bill is primarily intended, 
bearing in mind that in virtually all instances they will have 4 or more years in 
which to take and complete their education or training if the existing terminal 
date is retained. 

As a technical matter, it is noted that the word ‘persons’ ” in line 2, page 2, 
should properly be ‘‘person’s’’. 

The President’s proclamation of January 1, 1955, fixed January 31, 1955, as 
the terminal date governing eligibility of personnel in the Armed Forces for 
various veterans’ “wartime” benefits which had been authorized in connection 
with active service since the onset of the Korean conflict and not merely for 
educational and vocational assistance. While each of the various laws thus 
affected had separate provisions authorizing the President, or the Congress, to 
determine the date which ended their applicability to future servicemen, the 
President in the exercise of his discretion determined upon January 31, 1955, as 
the appropriate uniform terminal date. 

It is important to note that the President’s authority with regard to the educa- 
tional and vocational assistance program was strictly limi to discretion in 
fixing a single terminal date. Once this overall date was determined the question 
of any special consideration for persons in the group contemplated by the present 
bill, was beyond the scope of the Executive proclamation and becomes an appro- 
priate subject for legislative consideration. 

In the light of the singular situation which exists as to educational and voca- 
tional assistance and the further fact that a large number of the persons who 
would be relieved by the bill undoubtedly have related their future plans to the 
expectation of receiving this important readjustment aid, it is my view that 
enactment of legislation to allow persons in the service on January 31, 1955, to 
accrue entitlement to education and training prior to their first release or dis- 
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charge from active service on or after that date is justified. It is believed that 
this oe objective of H. R. 587 would not depart from the basic principle of 
the ident’s proclamation or create a precedent for extension of the other 
laws enumerated therein. 

In view of uncertainty regarding some of the factors involved, such as plans of 
veterans discharged in the future, future discharge rates, etc., the additional cost 
which would be attributabie to H. R. 587, if enacted, cannot be predicted with 
precision. Subject to this limitation, it is estimated that there would be no 
increase in direct-benefit costs for fiscal years 1955 or 1956. Thereafter, the 
additional direct-henefit cost would approximate the following amounts: Fiscal 
year 1957, $25 million; fiscal year 1958, $60 million; fiscal year 1959, $90 million; 
fiscal year 1960, $90 million; fiscal year 1961, $70 million. “The additional annual 
costs for direct benefits attributable to the proposed legislation could be expected 
to continue to decrease after fiscal year 1961. Additional administrative costs 
attributable to enactment of the proposed legislation are expected to be approxi- 
mately 4 to 5 percent of the additional costs cited above for direct benefits with 
relative costs for administration increasing as the program draws to a close. 

The Bureau of the reg” of has advised that there is no objection to the sub- 
mission of this report to the committee. The Bureau also advises that, subject 
to the committee's consideration of the question raised in the report concerning 
extension of the overall terminal date, enactment of legislation along the lines of 
H. R. 587 would be in accord with the program of the President. 

Sincerely yours, 
H. V. Hiciey, Administrator 





Orrice oF THE AssISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND Pustic AFFAIRS, 
Washington 25, D. C., January 21, 1955. 
Hon. Orn E. Teacur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives. 

Dear Mr. CuarrMan: This will reply to the request for the views of the De- 
partment of Defense concerning H. R. 587, to provide that persons serving in the 
Armed Forces on January 31, 1955, may continue to accrue educational benefits 
under the Veterans’ Readjustment Assistance Act of 1952, and for other purposes. 

This proposal, if enacted, would amend the Veterans’ Readjustment Assistance 
Act of 1952 (66 Stat. 663) to permit members of the Armed Forces who begin their 
service prior to February 1, 1955, to continue to accrue educational benefits under 
that act. This proposed legislation is intended to supplement the authority 
vested in the President by the Veterans’ Readjustment Assistance Act, to termi- 
nate the educational benefits granted thereunder, by permitting members now in 
military service to receive the full educational benefits which they had reason to 
a at the time they entered the Armed Forces. In addition, the termina- 
—_ te for using the educational benefits would be advanced to January 31, 

The Department of Defense believes that H. R. 587 would provide a just and 
equitable method of continuing the educational benefits program for those mem- 
bers now in the service. Therefore, it is recommended that H. R. 587 be enacted. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to the Congress. However, the views of the Bureau of the Budget 
on H. R. 587 are stated in a letter transmitted directly to the committee. 

Sincerely yours, 
Ricwarp A. BuppDEKE, 
Director, Legislative Programs. 


The text of the White House statement and the President’s procla- 
mation follows. 


Tue Waite House Orrice, 
Augusta, Ga., January 1, 1955, 

The President today issued a proclamation fixing January 31, 1955, as the 
terminal date governing eligibility of personnel in the Armed Forces for various 
veterans’ wartime benefits authorized in connection with military service since 
the onset of the Korean conflict. The President also issued an Executive order 
which will terminate, as of January 31, 1955, tax exemption of the pay of military 
personnel in the Korean combat zone. 
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The proclamation and the Executive order terminate accrual of further war- 
time benefit rights by reason of military service after that date. Persons who 
acquired eligibility for these benefits on the basis of service before February 1, 
1955, will be able to use it subject to liberal time limitations specified in the laws. 
In several instances the proclamation will also have the effect of establishing 
February 1, 1955, as the date from which such time limitations start to run. 

The hostilities in Korea, which began in June 1950, gave rise to the granting 
of these special veterans’ benefits. Entitlement for most of them began for 
military service on or after June 27, 1950. The laws authorizing them provided 
that the eligibility period could be terminated either by concurrent resolution of 
the Congress or proclamation of the President. It has been about a year and a 
half since the Korean armistice agreenent became effective. Accordingly, con- 
sistent with the intent of the laws, the President’s action has terminated the 
service period which conferred eligibilitv for the benefits. This action is in 
keeping with the long-established practice whereby the Congress has limited 
entitlement to wartime veterans’ benefits to periods of military service associated 
with hostilities. 

The action today does not terminate the state of national emergency proclaimed 
by the President in 1950 in connection with the Korean conflict. It also does 
not impair the so-called peacetime veterans’ benefits. As stated, persons serving 
in the Armed Forces will continue to receive entitlement to substantial peace- 
time veterans’ benefits provided by the Veterans’ Administration, the Depart- 
ment of Defense, and other agencies. These include hospital and medical care, 
disability and death compensation, the $10,000 indemnity, insurance, disability, 
or other retirement pay, and the 6 months’ death gratuity. 

The benefits affected by the proclamation include non-service-connected pen- 
sions, higher rates of compensation, and hospitalization based on ‘‘war veteran” 
status, and the readjustment benefits—education and training, vocational re- 
habilitation, loan guaranty, unemployment compensation, and mustering-out 
payments. Certain veterans’ benefits and preferences under the housing and farm 
loan assistance laws are also affected. 


MEDICAL, PENSIONS, ETG 


Public Law 28, 82d Congress, approved May 11, 1951, is one of the most 
important laws affected by the proclamation. It authorizes medical, hospital, 
and domiciliary care, and burial benefits for veterans who served in the Armed 
Forces on or after June 27, 1950, on the same basis as World War II Veterans. 
It also entitles such veterans and their dependents to the non-service-connected 
pension and service-connected compensation benefits provided by law for World 
War Il cases. Closely related are the provisions of Public Law 463, 83d Congress, 
which provides that disabilities incurred by persons in connection with reporting 
for final acceptance into service are to be regarded as service-incurred for com- 
pensation purposes. 

The principal effect of the proclamation on benefits under Public Law 28 
would be to bar the accrual of rights to non-service-connected pensions and 
hospitalization on a ‘‘war’”’ basis for new entrants into the Armed Forces after 
January 31, 1955. It would not affect rights of peacetime servicemen to receive 
VA hospitalization under certain conditions, nor their rights to receive dis- 
ability and death compensation for service-connected conditions at the 80 
percent peacetime rates. Moreover, under provisions of present law, any service- 
men injured thereafter while engaged in any future hostilities or under other 
extra hazard conditions will continue to be eligible for Veterans ’ Administration 
compensation at the 100 percent wartime rates. 


KOREAN GI BILL 


Another important law affected by the proclamation is the Veterans’ Readjust- 
ment Assistance Act of 1952, otherwise known as the Korean GI bill, which 
provides various benefits for veterans with service since June 27, 1950. Educa- 
tion and training allowances are granted generally ranging up to $160 monthly 
for not to exceed 36 months, at the rate of 144 times the length of active service 
since June 27, 1950. GI loan assistance for homes, farms, and businesses, is 
provided through the Veterans’ Administration loan guaranty and direct loan 
programs to veterans with active service on or after June 27, 1950. Such veterans 
may also receive unemployment compensation benefits of up to $26 per week for 
a maximum of 26 weeks at Federal expense through the State unemployment 
compensation systems, together with job-finding assistance from the Veterans 
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Employment Service of the Department of Labor in cooperation with the State 
employment services. They may likewise receive mustering-out payments of 
from $100 to $300, depending on their length and place of service. 

The proclamation will end accrual of entitlement for these Korean GI bill 
benefits on January 31, 1955. Veterans who have acquired eligibility for such- 
benefits on the basis of service between June 27, 1950, and January 31, 1955, 
will be able to receive them subject to time limitations specified in the law. As 
indicated above, however, the proclamation will also set the ultimate terminal 
date for several of these benefits. For example, in accordance with law, education 
and training benefits will cease in 8 years after the January 31, 1955, date, and 
the loan guaranty benefits in 10 years. The proclamation also establishes an 
ultimate terminal date for mustering-out payments in the case of commissioned 
officers, which, pursuant to law, will be 3 years after January 31, 1955. 


REHABILITATION 


Under Public Law 894, 81st Congress, vocational rehabilitation is extended to 
service-disabled veterans with active service on or after June 27, 1950. Basic 
subsistence allowances of up to $120 monthly to the veteran plus tuition and 
expenses to the training institution may be paid for up to 4 years under this 
program. Under the proclamation, future entrants into the Armed Forces will 
not be eligible for these benefits and those persons who are eligible by reason of 
service during the Korean conflict period will have to complete training normally 
within 9 years, and in some instances within 13 years, after January 31, 1955. 

Public Law 187, 82d Congress, authorizes payments of up to $1,600 toward 
the purchase of automobiles or other conveyances by veterans who have lost 
the use of a leg, an arm, or who are blind as the result of service on or after June 
27,1950. The President’s action would make this program inapplicable to persons 
entering service after January 31, 1955. 


HOUSING 


Veterans with service on or after June 27, 1950, are entitled to special benefits 
under various Federal housing assistance programs previously available to World 
War II veterans. These include preferences in occupancy of low-rent housing 
under the United States Housing Act of 1937 and housing provided under the 
Lanham Act, and more liberal mortgage terms under the cooperative housing 
mortgage provisions of the National Housing Act. Similarly, veterans who 
have active service on or after June 27, 1950, are entitled to preferences to financial 
assistance for farm housing under the Housing Act of 1949 and also for loans 
under the Bankhead-Jones Farm Tenant Act for acquisition or improvement of 
family-size farms. New entrants into the Armed Forces after January 31, 1955, 
will no longer be entitled to these special benefits under the proclamation. 

While the effect of today’s proclamation is to make various veterans’ benefits 
unavailable to persons entering the service after January of next vear, persons 
who are already in the service, but who may not have served the minimum of 90 
days at that time, as required under certain laws, will be able to meet this require- 
ment in part by service occurring after January. 

More detailed information on the effect of today’s action may be obtained from 
the Administrator of Veterans’ Affairs in Washington, D. C., and by the other 
agencies concerned, on Monday. 

James C, Hacerry, 
Press Secretary to the President. 





EXECUTIVE ORDER 


DESIGNATING THE DATE OF TERMINATION OF COMBATANT ACTIVITIES IN KOREA 
AND WATERS ADJACENT THERETO 


By virtue of the authority vested in me by section 112 (c) (3) of the Internal 
Revenue Code of 1954, January 31, 1955, as of midnight thereof, is hereby desig- 
nated as the date of termination of combatant activities in the zone comprised of 
na _ described in Executive Order No. 10195 of December 20, 1950 (15 F. R. 

177). 
Dwicut D, ErsENHOWER. 

Tue Waite Hovse, 

January 1, 1956, 
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Fixinc TerMInAt Date ResPecTING SERVICE IN THE ARMED Forces ENTITLING 
Persons To Certain VETERANS’ BENEFITS AND SERVICES, PREFERENCES, AND 
OruerR AssISTANCE 


BY THE PRESIDENT OF THE UNITED STATES OF AMERICA 
A PROCLAMATION 


Wuereas, in accordance with past practice, the Congress has provided, in 
respect of the Korean conflict, that entitlement to various veterans benefits and 
services, preferences, and other assistance be limited to persons serving in the 
armed forces between dates fixed by or pursuant to law; 

Wuerzeas the President is empowered to determine the terminal dates of service 
conferring such entitlement; and 

Wuereas the armistice between the United Nations Command, on the one 
hand, and the Korean People’s Army and the Chinese People’s Volunteers, on 
peed api hand, effective July 27, 1953, has terminated hostilities in the said 
conflict: 

Now, THEREFORE, I, Dwicut D. Ersennowenr, President of the United States 
of America, acting under and by virtue of the authority vested in me as President, 
do proclaim as follows: 

(1) February 1, 1955, is hereby determined, under the provisions of the Act 
of May 11, 1951 (ch. 49, 65 Stat. 40, Public Law 28, 82d Congress, 38 U. 8. C. 
745), as the date prior to which persons serving in the active service in the 
armed forces of the United States on or after June 27. 1950, must have so served 
in order that, pursuant to the said Act, such persons shall be entitled to benefits 
of medical, hospital, and domiciliary care, burial benefits, and they and their 
dependents shall be entitled to compensation or pension provided by law for 
persons who served during the period of World War II. 

(2) February 1, 1955, is hereby determined, under the provisions of paragraph 
V, part II, Veterans Regulation Numbered 1 (a) as amended by the Act of 
June 30, 1954 (ch. 437, 68 Stat. 360, Publie Law 463, 83d Congress, 38 U. S. C. 
ch. 12A), relating to compensation for disability or death, as the date prior to 
which persons who, on or after June 27, 1950, engaged in certain activities incident 
to acceptance, induction, or entry into the active military or naval service must 
have suffered an injury or disease in order to be entitled to the benefits provided 
by such paragraph V. 

(3) (a) February 1, 1955, is hereby determined, under the provisions of the 
first sentence of section 500 (a) of the Servicemen’s Readjustment Act of 1944 
(ch. 268, 58 Stat. 291, as amended, 38 U.S. C. 694 (a)), relating to guaranteed, 
insured, and direct loans, as the date prior to which persons serving in the active 
military or naval service of the United States on or after June 27, 1950, must 
have so served in order that such persons shall be eligible for the benefits of 
Title III of the said Act, as amended. 

(b) February 1, 1955, is hereby determined, under the provisions of the 
fourth sentence of section 500 (a) and section 507 of the Servicemen’s Readjust- 
ment Act of 1944, as amended (38 U. 8S. C. 694 (a), 694h), as the date on which 
the ten years referred to in those provisions shall commence. 

(4) February 1, 1955, is hereby determined, under the provisions of section 
607 of the.said Servicemen’s Readjustment Act of 1944, as amended (38 U. 8. C. 
695f), relating to job counseling and employment placement service, as the date 
prior to which persons must have served in the active service of the armed forces 
in order that such persons come within the meaning of the term “veteran,” 
contained in the said section, by reason of service on or after June 27, 1950. 

(5) February 1, 1955, is hereby determined, under the provisions of section 
407 of the Veterans’ Readjustment Assistance Act of 1952 (ch. 875, 66 Stat. 
687, Public Law, 550, 82d Congress, 38 U. 8. C. 997), relating to unemployment 
compensation, as the date prior to which persons must have served in the active 
service in the armed forces (on or after June 27, 1950) in order to come within 
the meaning of the term ‘‘veteran” pursuant to said section. 

(6) (a) February 1, 1955, is hereby determined, under the provisions of sec- 
tion 501 (a) of the said Veterans’ Readjustment Assistance Act of 1952 (38 
U.S. C. 1011 (a)), as the date prior to which members of the armed forces engaged 
in active service on or after June 27, 1950, must have so served in order to be 
eligible for mustering-out ero under Title V of the said Act. 

(b) February 1, 1955, is hereby determined, under the provisions of section 
501 (b) (7) of the said Veterans’ Readjustment Assistance Act of 1952 (38 U.S. C. 
1011 (b) (7)), as the date on which the three years therein referred to shall com- 
mence. 
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(7) January 31, 1955, is hereby determined, under the provisions of section 
201 of the said Veterans’ Readjustment Assistance Act of 1952 (38 U. 8S. C. 911), 
relating to eligibility for education and training under Title II of the said Act, 
as the date ending the basic service period referred to in paragraph (1) of the 
said section. 

(8) February 1, 1955, is hereby determined, under the provisions of the Act 
of mber 28, 1950 (ch. 1176, 64 Stat. 1121, Public Law 894, S8ist Congress, 
as amended, 38 U. 5S. C. 701a), as the date prior to which persons serving in the 
active military, naval, or air service of the United States on or after June 27, 
1950, must have so served in order that, pursuant to the said Act, such persons 
shall be afforded basic entitlement to vocational rehabilitation as therein provided. 

(9) February 1, 1955, is hereby determined, under the provisions of the first 
section of the Act entitled “An Act to authorize payments by the Administrator 
of Veterans’ Affairs on the purchase of automobiles or other conveyances by 
certain disabled veterans, and for other purposes” (eh. 532, 65 Stat. 574, Public 
Law 187, 82d Congress, 38 U. 8. C. 252a), as the date prior to which veterans of 
service on or after June 27, 1950, must have served in order that the Administrator 
of Veterans’ Affairs may, pursuant to the said Act, provide or assist in providing 
such persons automobiles or other conveyances in accordance with said Act. 

(10) February 1, 1955, is hereby determined, under the provisions of section 
503 of the Act of October 14, 1940 (ch. 862, 54 Stat. 1125, as amended, 42 U.S. C. 
1573), relating to housing for distressed families of servicemen and veterans, as 
the date prior to which persons must have served in the military or naval forces 
of the United States in order that such persons come within the meaning of the 
term ‘‘veterans’’ contained in the said section. 

(11) February 1, 1955, is hereby determined, under the provisions of section 
2 (14) of the United States Housing Act of 1937 (ch. 896, 50 Stat. 888, as amended, 
42 U. S. C. 1402 (14)), relating to low-rent housing, as the date prior to which 

rsons must have served in the active military or naval service of the United 

tates in order that such persons come within the meaning of the terms ‘‘veteran”’ 
and “‘serviceman’’ contained in the said section by reason of service on or after 
June 27, 1950. 

(12) January 31, 1955, is hereby determined, under the provisions of section 
507 of the Housing Act of 1949 (ch. 338, 63 Stat. 436, as amended, 42 U. S. C. 
1477), relating to preferences for veterans and families of deceased seryicemen in 
respect of farm housing, as the date ending the period during which persons 
must have served in the military forces of the United States in order that such 
persons come within the meaning of the terms ‘‘veteran’’ and ‘deceased service- 
men,’ contained in the said section, by reason of service during the period 
beginning June 27, 1950. 

(13) January 31, 1955, is hereby determined, under the provisions of section 
1 (b) (2) of the Bankhead-Jones Farm Tenant Act, as amended (67 Stat. 132, 
7 U.S. C. 1001 (b) (2)), as the date ending the period during which persons must 
have served in the military forces of the United States in order to come within the 
definition of veteran, contained in the said section, by reason of service on or 
after June 27, 1950. 

(14) February 1, 1955, is hereby determined, under the provisions of section 
213 of the National Housing Act (ch. 847, 48 Stat. 1246, as amended, 12 U.S. C. 
1715e (b)), relating to cooperative housing insurance, as the date prior to which 
persons must have served in the active military or naval service of the United 
States in order that such persons come within the meaning of the term “veteran,” 
contained in the said section, by reason of service on or after June 27, 1950. 

IN WITNESS WHEREOF I have hereunto set my hand and, caused the seal of the 
United States to be affixed. 

Done at the City of Washington this first day of January, in the year of our 

rd nineteen hundred and fifty-five and of the Independence of the 

{seaL] United States of America the one hundred and seventy-ninth. 

Dwicur D. E1seENqOWER 

By the President: 

JoHuN Foster DULLEs, 
Secretary of State. 
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20 ACCRUAL OF EDUCATION TIME AFTER JANUARY 31, 1955 


CHRONOLOGY OF THE INITIATION AND COMPLETION DEADLINES UNDER THR 
EDUCATION AND TRAINING AND VOCATIONAL REHABILITATION PROGRAMS FOR 
Wor.tp War II anp Korean Service Periop 


WORLD WAR II EDUCATION AND TRAINING 


June 22, 1944 Title II of the Servicemen’s Readjustment Act of 1944, 
as enacted, provided that eligible veterans must 
initiate their courses of education or training by the 
date 2 years after discharge or the end of the war, 
whichever is the later, and that no education or train- 
ing could be afforded beyond the date 7 years after 
the termination of the war. 

Oct. 6, 1945_......._... See. 11 of the Armed Forces Voluntary Recruitment Act 
of 1945 provided that World War II should not be 
considered as terminating in the case of any individual 
before the termination of such individual’s first period 
of enlistment or reenlistment contracted within 1 year 
after Oct. 6, 1945. 

Dec. 28, 1945 Public Law 268, 79th Cong., amended title II of the 
Servicemen's Readjustment Act to extend the periods 
for initiating education or training until 4 years after 
discharge or the termination of the war, whichever is 
the later, and for completing such education and train- 
ing until 9 years after the termination of the war. 

July 25, 1947 Sec. 3 of Public Law 239, 80th Cong., terminated World 
War II for purposes of the Servicemen’s Readjustment 
Act (except for persons afforded more liberal treatment 
by the mentioned Recruitment Act). 

July 25, Deadline for initiating education and training under the 
Servicemen’s Readjustment Act for all persons save 
those released from service subsequent to July 25, 
1947. 

July 25, tte _. Scheduled general termination date of program (the 
Recruitment Act cases are not necessarily bound by 
this date and in a given case the program could con- 
tinue operative until 1961). 


EDUCATIONAL TRAINING FOR KOREAN VETERANS 


July 16, 1952_._....... The Veterans’ Readjustment Assistance Act of 1952 
provided that an eligible veteran must initiate his 
program of education and training by Aug. 20, 1954, 
or the date 2 years after date of discharge or release 
from active service, whichever is the later. No educa- 
tion or training might be afforded any individual 
beyond 7 years after his discharge or release or 7 
years after the terniination by the President or the 
Congress of the basic service period which commenced 
June 27, 1950. 

Public Law 610, 838d Cong., amended the foregoing 
provisions to provide that education or training must 
be initiated by the date 3 years after discharge or 
release or by Aug. 20, 1954, whichever is the later, 
and that no education or training might be afforded 
beyond 8 years after the veterans’ discharge or release 
or the end of the basic service period, whichever is 
the earlier. 

Jan. 1, 1955 The President’s proclamation, No. 3080, terminated the 
basic service period as of Jan. 31, 1955. 
Jan. 31, 1963 Scheduled termination of the program. 
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ACCRUAL OF EDUCATION TIME AFTER JANUARY 31, 1955 2] 


VOCATIONAL REHABILITATION FOR WORLD WAR II VETERANS 


Mar. 24, 1943_._.....- Public Law 16, 78th Cong., as enacted, provided that 
no vocational rehabilitation training ax be afforded 
beyond 6 years after the termination of World War II. 

Dec. 28, 1945......-.- Public Law 268, 79th Cong., liberalized the foregoing 
provision so as to provide that no vocational rehabil- 
itation training might be afforded beyond 9 years 
after the termination of World War II. 

July 25, 1947......... Sec. 3, Public Law 239, 80th Cong., terminated World 
War II as of July 25, 1947, for purposes of the Public 
Law 16 program. 

Aug. 20, 1954......... Public Law 610, 83d Cong., provided that vocational 
rehabilitation training could be afforded until 13 
years after the termination of World War II in certain 
specified hardship cases. 

July 25, 1956. ........ Scheduled termination of the World War II vocational 
rehabilitation program for all persons, except the 
hardship cases. 

July 25, 1960.......... Scheduled termination of the World War II vocational 
rehabilitation program for persons within the hardship 
categories. 


VOCATIONAL REHABILITATION FOR KOREAN SERVICE VETERANS 


Dec. 28, 1950. ......-- Public Law 894, 81st Cong., provided that no vocational 
rehabilitation training could be afforded eligible dis- 
abled veterans of the Korean service period beyond 
9 years after the termination by the President or the 
Congress of the ays which began June 27, 1950. 

Aug. 20, 1954.......-- Public Law 610, 83d Cong., amended Public Law 894, 
81st Cong., to provide that no vocational rehabilita- 
tion training could be afforded beyond 9 years after 
Aug. 20, 1954, or the date of the eligible disabled 
veteran’s discharge or release from active service, 
whichever is the later, and that in no event could 
vocational rehabilitation training be afforded beyond 
9 years after the end of the period which commenced 
June 27, 1950. It further amended the law to extend 
the mentioned 9-year periods to 13 years in the same 
hardship cases as specified with respect to Public 


Law 16. 
Jom; 1, 2066. sccne deduce President’s proclamation, No. 3080, terminated the 
riod for eligibility for Public Law 894 benefits as of 
Jan. 31, 1955. ~ 
Jan. 31, 1964.......... Scheduled termination of the Public Law 894 program 
for all except the hardship cases. 
Jan. 31, 1968.......... Scheduled termination of Bublie Law 894 program for 


persons Within the hardship categories. 
RAMSEYER RULE 


In accordance with clause 3 of rule XIII, House of Representatives, 
the changes made in existing law by the bill are shown as follows 
(existing law proposed to be omitted is in black brackets; new matter 
is in italics; existing law in which no changes are proposed is shown in 
roman): 

H. R. 587 AS INTRODUCED 


Sec. 201 (1) or Pusiic Law 550, 82p Coneress 


“‘(1) the term ‘basic service period’ means the period beginning on June 27, 
1950, and ending on [such date as shall be determined by Presidential procla- 
mation or concurrent resolution of the Congress;] January 31, 1955, except 
that with respect to persons in the active service in the Armed Forces on January 
$1, 1955, such term means the period beginning on June 27, 1950, and ending on 
= a the person’s first discharge or release from such service after January 

1, 1955;”. 
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22 ACCRUAL OF EDUCATION TIME AFTER JANUARY 31, 1955 


Sec, 201 (2) (A) or Pusiic Law 550, 82p Concress 


ran} pen, served in the active Tyan in ~ aad basiamen at ony fee 
uring the ic service period,] during period inning on June 27, 
1950, and ending on January 31, 1956, 


Sec. 212 (c) or Pusiic Law 550, 82p Conaress 


(c) In the event an eligible veteran returns to active service in the Armed 
Forces [during the basic service period] prior to February 1, 1955, his date of 
discharge or release shall, for the pu of this section and section 213, be the 
date of his discharge or release from his last brane of active service which began 
{during the basic service period.] prior to February 1, 1955. 


Sec. 213, Pustic Law 550, 82p Concress 
“EXPIRATION OF ALL EDUCATION AND TRAINING 


“Sec. 213. No education or training shall be afforded an eligible veteran under 
this title beyond i years after either his ae or release from active 
service or the end of [the] Ais basic service period, whichever is earlier, and in 
no event shall education or training be afforded under this title after January 31, 


1967.” 
Sec. 214 (a), Pusiic Law 550, 82p Concress 


Sec. 214. (a) Each eligible veteran shall be entitled to education or training 
under this title for a period equal to one and a half times the duration of his active 
service in the Armed Forces during [the] his basic service period (or to the 
equivalent thereof in part-time training), except that— 


H. R. 587 AS REPORTED 
Szec. 201 (1) or Pusiic Law 550, 820 Conaress 


(1) the term ‘basic service period’ means the period beginning on June 
27, 1950, and ending on [such date as shall be determined by Presidential 
proclamation or concurrent resolution of the Congress;] January 31, 1955, 
except that with respect to persons in the active service in the Armed Forces on 
rhe cf | $1, 1955, such term means the period beginning on June 27, 1950, 
and ending on the date of the person's first discharge or release from such service 
after January 31, 19655;’. 


Sec. 201 (2) (A) or Pustic Law 550, 82p Conaress 


(A) has served in the active service in the Armed Forces at any time 
(during the basic service period,] during the period beginning on June 27, 
1950, and ending on January 31, 1956, 


Sec. 212 (c) or Pusuic Law 550, 82p Conaress 


(c) In the event an eligible veteran returns to active service in the Armed 
Forces [during the basic service period] prior to February 1, 1955, his date of 
discharge or release shall, for the purposes of this section and section 213, be the 
date of his discharge or release from his last period of active service which began 
{during the basic service period. ] prior to February 1, 1955. 


Sec. 213 or Pusric Law 550, 82p Conaress 


“EXPIRATION OF ALL EDUCATION AND TRAINING 


“Sec. 213. No education or training shall be afforded an eligible veteran under 
this title beyond eight years after either his discharge or release from active service 
or the end of [the] his basic service period, whichever is earlier, and in no event 
shall education or training be afforded under this title after January 31, 1965.” 


Sec. 214 (a) or Pusiic Law 550, 82p Conaress 


Sec. 214. (a) Each eligible veteran shall be entitled to education or training 
under this title for a period equal to one and a half times the duration of his active 
service in the Armed Forces during [the] his basic service period (or to the 
equivalent thereof in part-time training), except that— 


O 





84TH CoNGREsS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 9 





CONSIDERATION OF H. R. 587 





JANUARY 26, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. O’Nettt, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 111] 


The Committee on Rules, having had under consideration House 


Resolution 587, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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1st Session 


84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 


No. 10 





AUTHORIZING AND DIRECTING THE COMMITTEE ON ARMED 
SERVICES TO CONDUCT A FULL AND COMPLETE INVESTIGATION 
AND STUDY OF ALL MATTERS RELATING TO PROCUREMENT BY 
THE DEPARTMENT OF DEFENSE, PERSONNEL OF SUCH DEPART- 
MENT, LAWS ADMINISTERED BY SUCH USE OF FUNDS BY SUCH 


DEPARTMENT, AND SCIENTIFIC RESEARCH IN SUPPORT OF THE 
ARMED SERVICES 





JanvarRY 26, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Situ of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 112] 


The Committee on Rules, having had under consideration House 


Resolution 112, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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84TH CoNnGREss } HOUSE OF REPRESENTATIVES | REPORT 


1st Session No. 11 





CREATING A SELECT COMMITTEE TO CONDUCT A STUDY 


AND INVESTIGATION OF THE PROBLEMS OF SMALL 
BUSINESS 





January 26, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Situ of Virginia, from the Committee on Rules, submitted 
the following 


REPORT 
[To accompany H. Res. 114] 


The Committee on Rules, having had under consideration House 


Resolution 114, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 














1st Session No. 12 


84TH CONGRESS HOUSE OF REPRESENTATIVES { REPort 





CONDUCTING AN INSPECTION OF THE VETERANS’ 
ADMINISTRATION 





January 31, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Mappen, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 63] 


The Committee on Rules, having had under consideration House 
Resolution 63, reports the same to the House with the recommendation 
that the resolution do pass with the following amendment: 

Strike all after the resolving clause and in lieu thereof insert the 
following: 


That the Committee on Veterans’ Affairs, acting as a whole or by subcommittee, 
is authorized and directed to conduct a full and complete investigation and study of 
the following programs of benefits for veterans and their dependents and survivors: 

(1) The programs of compensation and pension; 

(2) The programs of hospitalization, domiciliary care, medical and dental 
care and treatment, and furnishing of prosthetic appliances; 

(3) The insurance and indemnity programs; 

(4) The housing and business loan programs, and the program of furnishing 
assistance for the acquisition of specially adapted housing; 

(5) The programs of education and training (including vocational re- 
habilitation) ; 

(6) The furnishing of burial allowances; and 

(7) The furnishing of unemployment compensation under the Veterans 
Readjustment Assistance Act of 1952; with a view to determining whether 
or not such programs are being conducted economically, efficiently, in the 
best interests of the Government and the beneficiaries of such programs, and 
in such a manner as to avoid the misuse of Government funds; whether or 
not such programs adequately serve the needs and protect the welfare of the 
beneficiaries of such programs; and whether changes in the law or in the 
administration and operation of the programs either will lead to greater 
efficiency and economy or will make such programs more adequately serve 
the needs of the beneficiaries of such programs. The committee shall not 
undertake any investigation of any matter which is under investigation by 
another committee of the House. 

The committee shall report to the House (or to the Clerk of the House if the 
House is not in session), as soon as practicable during the present Congress, the 
results of its investigation and study, together with such recommendations for 
legislation as it deems advisable. 

_ For the purposes of this resolution the committee, or any subcommittee thereof, 
is authorized to sit and act during the present Congress at such times and places 
55008 








2 CONDUCT AN INSPECTION OF THE VETERANS’ ADMINISTRATION 


within the United States, its Territories, and possessions, whether or not 
House is in session, has recessed, or has adjourned, to hold such hearings, to 
require the attendance of such witnesses and the production of such records, 
documents, and papers, to administer oaths, and to take such testimony as it 
deems necessary. Subpenas may be issued under the signature of the chairman 
of the committee, or by any member designated by such chairman, and may be 
served by any person designated by such chairman or member. 


O 








1st Session No. 13 


84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 





CREATING A SELECT COMMITTEE TO CONDUCT AN INVESTIGA- 
TION AND STUDY OF THE BENEFITS PROVIDED UN DER FEDERAL 
LAW FOR THE SURVIVING DEPENDENTS OF DECEASED MEM- 
BERS AND FORMER MEMBERS OF THE ARMED FORCES 





January 31, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. TrimB.z, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 35] 


The Committee on Rules, having had under consideration House 
Resolution 35, report the same to the House with the recommendation 
that the resolution do pass, with the following amendment: 


Page 2, strike lines 3 through 14, and in lieu thereof insert the 
following: 


The committee shall (1) report to the House the results of its investigation and 
study, and (2) report to the House, by bill or otherwise, its recommendations 
made under the preceding paragraph not later than January 15, 1956. 

For the purpose of carrying out this resolution the committee, or any subcom- 
mittee thereof authorized by the committee to hold hearings, is authorized to 
sit and act during the present Congress at such times within the District of 
Columbia whether the House is in session, has recessed, or has adjourned, and to 
hold such hearings, as it deems necessary. 


O 
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1st Session No. 14 


84TH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 





AUTHORIZING THE COMMITTEE ON MERCHANT MARINE AND 
FISHERIES TO CONDUCT STUDIES AND INVESTIGATIONS RE- 
LATING TO CERTAIN MATTERS WITHIN ITS JURISDICTION 





January 31, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Coutmer, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 118] 


The Committee on Rules, having had under consideration House 
Resolution 118, report the same to the House with the recommenda- 
tion that the resolution do pass with the following amendment: 

Page 2, line 21, after the word ‘‘places,” insert the following: 


within the United States, its Territories, and possessions, 


O 

















84TH CoNnGREss \ HOUSE OF REPRESENTATIVES { Report 


1st Session No. 15 





PROVIDING FUNDS FOR THE EXPENSES OF THE STUDY 
AND INVESTIGATION AUTHORIZED BY HOUSE RESO- 
LUTION 114 





Fesruary 2, 1955.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 70] 


The Committee on House Administration, to whom was referred 
House Resolution 70, having considered the same, report favorably 
thereon with amendments and recommend that the resolution as 
amended do pass. The amendments are as follows: 

1. Line 1, strike out “January 3, 1955” and insert “January 4, 
1955”’. 

2. Line 3, strike out ‘House Resolution 55” and insert ‘House 
Resolution 114”. 

3. Line 2, following the word “committee’’, insert 


to conduct a study and investigation of the problems of small business. 


4. Line 5, strike out “$150,000” and insert “$135,000”. 
5. Amend the title so as to read: 


A resolution to provide funds for the expenses of the study and investigation 
authorized by House Resolution 114. 


e) 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES { REvPort 


1st Session No. 16 





AUTHORIZING THE EXPENDITURE OF CERTAIN FUNDS 
FOR THE EXPENSES OF THE COMMITTEE ON UN- 
AMERICAN ACTIVITIES 





Fesrvary 2, 1955.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Res. 102] 


The Committee on House Administration, to whom was referred 
House Resolution 102, having considered the same, report favorably 


thereon with an amendment and recommend that the resolution as 
amended do pass. 


The amendment is as follows: 
Line 1, strike out “January 3, 1955,” and insert “January 4, 1955”. 


O 
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1st Session 


84TH CONGRESS i HOUSE OF REPRESENTATIVES { REPORT 


No. 17 





PROVIDING FOR THE EXPENSES OF THE INVESTIGATION 
AND STUDY AUTHORIZED BY HOUSE RESOLUTION 112 





Fesrvuary 2, 1955.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 113] 


The Committee on House Administration, to whom was referred 
House Resolution 113, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 


The amendment is as follows: 
Line 10, strike out “or subcommittee”’. 


O 
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1st Session No. 18 


84TH CONGRESS t HOUSE OF REPRESENTATIVES { REPORT 





AUTHORIZING THE COMMITTEE ON INTERIOR AND 
INSULAR AFFAIRS TO MAKE INVESTIGATIONS INTO 
CERTAIN MATTERS WITHIN ITS JURISDICTION 





Fesruary 2, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Detaney, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 30] 


The Committee on Rules, having had under consideration House 
Resolution 30, reports the same to the House with the recommenda- 
tion that the resolution do pass with the following amendments: 

Strike all after the resolving clause and in lieu thereof insert the 
following: 


That the Committee on Interior and Insular Affairs may make investigations 
and studies into the following matters within its jurisdiction: In Alaska, the 
aboriginal and possessory rights of the Eskimos and Indians in and to the some 
four hundred million acres of public lands in Alaska; in Hawaii, the operation of 
the Hawaiian Homes Commission under the Hawaiian Homes Commission Act 
of 1920, and the return of public lands to local authority and/or private ownership; 
in the trust territories, the provisions and local conditions for an organic act for 
that area, including legislation concerning American Samoa, the Organic Act for 
Guam, and legislation affecting the civilian population of the Ryukyu Islands; 
in Puerto Rico the liquidation of the Puerto Rico Reconstruction Administration; 
and in the Virgin Islands, the operation of the Organic Act of 1954 and the Virgin 
Island Corporation; in the continental United States, the production of uranium 
and other critical and strategic minerals and metals, irrigation and reclamation 
projects proposed for authorization, including but not limited to the upper 
Colorado River Basin project, Hells Canyon project, and the Trinity-San Luis 
project in California, in the national parks and monuments requiring study and 
inspection and the administration of the publie lands administered by the Bureau 
of Land Management and the national forests created out of the public domain, 
and various Indian tribes and reservations for the purpose of improving the 
management of the Bureau of Indian Affairs, and planning the ultimate freedom 
of the Indians from Federal wardship: Provided, That the committee shall not 
undertake any investigation of any subject matter which is being investigated 
by any other standing committee of the House. 

For the purpose of making such investigations the committee, or any sub- 
committee thereof, is authorized to sit and act during the present Congress at 
such times and places within the United States, its Territories, possessions, Puerto 
Rico, and the Trust Territory of the Pacific Islands, whether the House is in 
session, has recessed, or has adjourned, to hold such hearings, and to require by 
subpena or otherwise, the attendance and testimony of such witnesses and the 
production of such books, records, correspondence, memoranda, papers, and docu- 
ments as it deems necessary. Subpenas may be issued under the signature of the 
chairman of the committee or any member of the committee designated by him, 
and may be served by any person designated by such chairman or member. 


Amend the title to read as follows: 


A resolution to authorize the Committee on Interior end Insular Affairs to 
make investigations into certain matters within its jurisdiction. 
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84rH CoNGREss } HOUSE OF REPRESENTATIVES | Report 
1st Session No. 19 





EXTENDING THE UNIVERSAL MILITARY TRAINING AND 
SERVICE ACT AND THE DEPENDENTS ASSISTANCE 
ACT 





Fesrvuary 3, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Vinson, from the Committee on Armed Services, submitted 
the following 


REPORT 


(To accompany H. R. 3005] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3005) to further amend the Universal Military Training and 
Service Act by extending the authority to induct certain individuals, 
and to extend the benefits under the Dependents Assistance Act to 
July 1, 1959, having considered the same, report favorably thereon 
with an amendment and recommend that the bill, as amended, do pass. 

The amendments are as follows: 


On page 1, immediately following line 11, add the following new 
sections: 


Sec. (3) Section 6 (c) (2) (A) of the Universal Military Training and Service 
Act (62 Stat. 610), as amended, is amended by inserting before the period at the 
end thereof a colon and the following: ‘Provided, That no person who has been 
or may be deferred under the provisions of this clause shall by reason of such 
deferment be liable for training and service in the Armed Forces under the provi- 
sions of section 6 (h) of this title after he has attained the twenty-sixth anniversary 
of the date of his birth.” 

Sec. (4) Section 6 (b) (3) of the Universal Military Training and Service Act 
(62 Stat. 610), as amended, is amended to read as follows: 

“(3) lb otwithstanding any other provision of this title, except section 4 (i) and 
paragraph (5) of this subsection, no person who has served honorably on active 
duty after September 16, 1940, for a period of six months or more in the Army, 
the Air Force, the Navy, the Marine Corps, or the Coast Guard, or for a period 
of 24 months or more in the Public Health Service, shall be liable for induction 
for training and service under this title, except after a declaration of war or 
national emergency made by the Congress subsequent to the date of enactment 


of this title.” 

The purpose of the proposed legislation is to extend the authority 
to induct individuals into the armed services through the operation 
of the Selective Service System from the present expiration date of 
June 30, 1955, to July 1, 1959. 
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2 EXTEND UNIVERSAL MILITARY TRAINING AND SERVICE ACT 


In addition, the proposed legislation extends the Dependents As- 
sistance Act for a similar period of time. 

The necessity for the proposed legislation is evident. The United 
States must maintain an armed force of at least 2,850,000 men for the 
indefinite future. Previous experience has proved that the maximum 
that can be maintained on a voluntary basis is 1,500,000. 

To maintain an armed force of a strength of 2,850,000 through 
fiscal 1959, with 1 million of these men in the Army, will require 


approximately 670,000 24-month inductees, or an average of 14,000. 


inductees monthly. In addition, the Armed Forces will need approxi- 
mately 2,100,000 voluntary enlistments during this same 4-year 
esr There can be little doubt, as testified by representatives of 
all the services, that the existence of the selective-service law is the 
major factor in obtaining volunteer enlistments for all of the services. 

In fiscal 1955 the Army’s authorized enlisted end strength will be 
979,800. Of this number, 216,800 have been or will be obtained by 
the induction process, and 252,500 by reenlistments, original enlist- 
ments, or voluntary active-duty requests from reservists. In fiscal 
1956, with an authorized enlisted end strength of 911,600, the Army 
will require 144,000 inductees and 223,400 original enlistments, re- 
quests from reservists for active duty, or reenlistments. In fiscal 
1956, the number of inductees increases to 176,000, drops back slightly 
to 170,000 in fiscal 1958, and increases to 184,000 in fiscal 1959. 

Statistics prove that during the periods when the draft law was 
not in effect or was not in operation, the armed services were unable 
to obtain their authorized strength from voluntary enlistments. 

According to the testimony of the Assistant Secretary of Defense, 
after the 1940 Selective Service Act expired in March of 1947: 
Enlistments in all services dropped, and a year later, in March of 1948, the 
Armed Forces reached a low of 1,400,000. * * * During the first half of fiscal 
1948, with selective service not in effect, and not even in the offing, the military 
services were able to recruit only 65 percent of the quotas they prescribed for 
their recruiting personnel. The passage of the Selective Service Act in the 
spring of 1948 immediately stimulated enlistments. Even so, at the end of 
fiscal 1948, the volunteer enlisted strength of the Active Army totaled 446,000. 
This was 144,000 below an authorized Army strength of 590,000. 

It is obvious, therefore, that the only practical method by which 
the Armed Forces can be maintained at the proposed strengths for 
the next 4 years is through the extension of the authority to induct 
individuals into the Armed Forces. 


History OF THE SELECTIVE SERVICE SYSTEM 


The genesis of the present law is based on the Draft Act of Sep- 
tember 16, 1940. This act operated throughout World War II and 
expired on March 30, 1947, and 1 year later the President asked for 
a new law, stating that voluntary enlistments had failed to maintain 
the Armed Forces at a level consistent with national safety. On 
June 24, 1948, the present law was signed by the President. It was 
a 2-year law scheduled to expire on June 24, 1950. On June 23 the 
Selective Service Act was extended for a period of 15 days to July 
9, 1950, and on June 30, the law was extended until July 9, 1951. 
On June 19, 1951, the present law was extended for a period of 4 
years to June 30, 1955. At the same time, the Congress changed the 
title of the act from the Selective Service Act to the Universal Mili- 
tary Training and Service Act. 
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OPERATION oF PrEsENT Drarr Law 
REGISTRATION 


The Universal Military Training and Service Act requires the regi 
tration of every male citizen of the United States; and for practical 
purposes, every male person in the United States who is between 
the ages of 18 and 26. Thus, when a young man turns 18 he is 
required to register with his local board. Male aliens admitted for 
permanent residence in the United States must likewise register. 
And male aliens other than those admitted as permanent residents 
who remain in the United States for a period exceeding 1 year must 
register and may be inducted unless they make application to be 
relieved from such liability and thus bar themselves forever from 
citizenship. Certain aliens are exempt, such as students, diplomatic 
employees, et cetera. 

INDUCTION 


Persons may be inducted into the Armed Forces after attaining 
the age of 18% except that no person under the age of 19 may be 
inducted if there are persons within the jurisdiction of his local draft 
board who are available for induction and who are 19 or over. The 
present average age of inductees is 21. 


PHYSICAL AND MENTAL STANDARDS 


The mental and physical standards now in effect are those minimum 
standards that were in effect in January of 1945. 


SPECIAL PROVISIONS 


Every person inducted into the Armed Forces must be given full 
and adequate military training for a period of not less than 4 months 
and may not be assigned for duty during this period outside the 
United States and its possessions. This is likewise true of volunteers 
in all other branches of the armed services. 


PERIOD OF SERVICE 


Persons inducted into the Armed Forces are required to serve on 
active duty for a period of 24 consecutive months, unless sooner 
released, transferred, or discharged in accordance with procedures 
prescribed by the Secretary of Defense. Individuals can volunteer 
for induction and may also enlist in the Regular Army for a period of 
24 months. 

RESERVISTS 


Enlisted members of any Reserve component who were members of 
a Reserve component on June 25, 1950, may not be inducted if they 
apply for active duty and their request is denied provided they con- 
tinue satisfactorily in such Reserve component. 


RESERVE MOBILIZATION 


Individuals below the age of 26 who are inducted in the armed 
services after June 19, 1951, are required to serve on active duty in the 
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Armed Forces and in a Reserve component for a total period of 8 years 
unless sooner discharged on the grounds of personal hardship. 

Each person released from training in the Armed Forces— 
shall, if physically and mentally qualified, be transferred to a Reserve component 
of the Armed Forces, and shall serve therein for the remainder of the period which 
he is required to serve * * * and shall be deemed to be a member of such Reserve 
component during such period. 

Each Secretary has the right to determine that enlistment, enroll- 
ment, or appointment in, or assignment to an organized unit of a 

eserve component or officer-training program of an armed force can 
be filled by any member of the Armed Forces with a Reserve obliga- 
tion. And, if so assigned, it is the duty of such person to enlist, 
enroll, or accept appointment in, or assignment to such an organized 
unit or program. 


EXEMPTIONS FROM REGISTRATION 


Persons who are exempt from registration and induction are: Com- 
missioned officers, warrant officers, and enlisted men and aviation 
cadets of the Regular Army, Navy, Marine Corps, Coast Guard, 
Coast and Geodetic Survey, and Public Health Service, and the 
Reserve components for those on active duty; cadets and midship- 
men at the Academies; cadets at the Coast Guard Academy; mid- 
shipmen of the Merchant Marine Academy, USNR; students enrolled 
in an officer-procurement program at military colleges which have 
been approved by the Secretary of Defense, diplomatic representa- 
tives, attachés, and consuls. 

VETERANS 


The following persons are considered veterans. They must register 
but are not liable for induction: 

1. Any individual who served on active duty for a period of 12 
months or more between the period September 16, 1940, and June 
24, 1948. 

2. Any person who served on active duty for a period of 90 days 
or more between December 7, 1941, and September 2, 1945. 

Training in the ASTP, or similar programs of the Navy, Marine 
Corps, and Coast Guard, service at the aval or Military Academy, 
or Coast Guard Academy, is not considered active duty. 

A person who served for a period of 90 days or more but less than 12 
months between the period September 16, 1940, and June 24, 1948, 
and who is not a veteran because he did not serve for 90 days or more 
between December 7, 1941, and September 2, 1945, is not liable for 
induction except in time of war or national emergency declared by 
the Congress if his local board determines he is enlisted or commis- 
sioned in an organized unit of a Reserve component of his branch 
and that it is reasonably accessible to such person without interrupt- 
ing his normal pursuits and activities, including college attendance; 
or if no organized unit is available, he is a member of the Reserve 
component of his branch. Likewise, the local board wor f hold an 
individual not liable for induction if the board determines that enlist- 
ment or commission in a Reserve component is not available. 

The only other veterans by law are those persons discharged from 
the Armed Forces after June 24, 1948, with 3 or more years of active 
duty to their credit. 
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Theoretically, persons released from active duty under present 
draft law who have been inducted since June 24, 1948, are not vet- 
erans under the definition of the Universal Military Training and 
Service Act. However, they undoubtedly could not be reinducted 
since they have complied with the law under which they were originally 
inducted if they served for a period of 24 months, unless sooner dis- 
charged under procedures prescribed by the Secretary of Defense. 
Some individuals with less than 6 months of service have, however, 
been reclassified and reinducted under the present law, in accordance 
with a Presidential directive. 


RESERVE EXEMPTION 


Members of organized units of the National Guard and all other 
organized units of the armed services are exempt from induction if 
they were members on February 1, 1951, and have served satisfactorily 
continuously since that time. (Note that these individuals are exempt 
and not deferred and thus are not liable to induction after passing the 
age of 26.) 

RESERVISTS DEFERRED 


On the other hand, those who join National Guard units prior to 
attaining the age of 18 years and 6 months may be deferred from 
induction so long as they participate in the National Guard but if 
they leave the National Guard and have been deferred because of 
their National Guard service, they remain liable until age 35. 

Individuals may be deferred from induction who are in the senior 
division of the ROTC or other officer-training programs provided they 
agree in writing to accept the commission if tendered and to serve on 
active duty not less than 2 years after receipt of commission. 

These individuals may have an additional year of service added on 
their obligation if they receive financial assistance while attending a 
civilian college. Aviation cadets likewise may be deferred from 
induction for a period not to exceed 4 months after being accepted for 
cadet training. 

GENERAL DEFERMENTS 


The authority for all other deferments is contained in section 6 (h) 
of the Universal Military Training and Service Act. Under this 
provision, the President is authorized to provide for the deferment of 
any or all categories of persons— 


whose employment in industry, agriculture, or other occupations or employment, 
or whose continued service in an office under the United States or any State, 
Territory, or possession, or the District of Columbia, or whose activity in study, 
research, or medical, dental, veterinary, optometric, osteopathic, scientific, 
pharmaceutical, chiropractic, chiropodial, or other endeavors is found to be 
necessary to the maintenance of the national health, safety, or interest: Provided, 
That no person within any such category shall be deferred except upon the basis 
of his individual status: Provided further, That persons who are or may be de- 
ferred under the provisions of this section shall remain liable for training and 
service in the Armed Forces or for training in the National Security Training 
Corps under the provisions of section 4 (a) of this Act until the thirty-fifth anni- 
versary of the date of their birth. 


Note that individuals may only be deferred on the basis of individual 
status and since June 19, 1951, the President has been precluded from 
deferring anybody because of marriage except in cases of extreme 
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hardship. The President is authorized to defer individuals with 
wives and children, or children alone. However, since August 25, 
1953, by Presidential regulations registrants not already deferred as 
fathers could not use fatherhood as a basis for obtaining exemption 
from the draft unless they can show extreme hardship. Children 
conceived after August 25, 1953, no longer constitute a basis for 
deferment. 

High-school students must be deferred until graduation or until 
attaining their 20th birthday. College students are entitled to one 
automatic deferment to complete an academic year. Conscientious 
objectors may also be deferred from combatant service and if they 
are opposed to any type of military service, may be required to 
perform for a period of 24 months civilian work contributing to the 
maintenance of national health, safety, or interest. 

Sole-surviving sons may not be inducted where one or more sons or 
daughters of a family were killed in action or died in line of duty while 
serving in the service of the United States or subsequently died as a 
result of injuries received or diseases incurred during such service. 


REEMPLOYMENT 


Inductees are entitled to reemployment rights. 


APPEALS FROM CLASSIFICATION 


Registrants may appeal their classification after being notified of 
their classification if they so request within 10 days. 

There is a selective service appeal board in each Federal judicial 
district, as required by law. The appeal boards are composed of 
civilians and under the law may not be members of the Armed Forces, 
active or inactive. All members of the appeal boards are uncompen- 
sated. Appeal boards consist of 5 members, composed of 1 lawyer, 
1 doctor, 1 industrialist, 1 representative of labor, and 1 representative 
of agriculture. A quorum of three is necessary to consider a case. 
If there is a dissenting vote, the appeal can go to the President. 

Appeal boards are appointed by the President by recommendation 
of the governors. 

No personal appearances are authorized before the board. 

There are at present 92 appeal boards, plus 28 panels (extra boards), 
as authorized by law. 


ADMINISTRATION OF THE LAW 


The present law is administered by local boards located throughout 
the United States and its Territories. There are 3,951 such local 
boards. Selective service operates with 39,793 uncompensated em- 
ag! a and 7,195 compensated employees. Since inductions started 
in fiscal 1949, and up to January 1, 1955, the cost of administering 
the Selective Service System has amounted to $184 million. And 
so far, 1,966,526 men have been inducted. There are 16,153,000 
living registrants; 96 percent of them have been classified, 


EXPIRATION DATE 


_The authority to induct individuals, except those deferred, will ex- 
pire on June 30, 1955, unless extended by the proposed legislation. 
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STATUS OF REGISTRANTS 


As of December 31, 1954, there were 16,153,861 living registrants 
under the Selective Service System: 423,232 men were under the age 
of 18% and 15,730,629 were 18% or over; 5,993,694 were past the age 
of liability, leaving some 9,736,935 individuals who were liable for 
induction, including those who have been deferred since June 19, 1951, 
and thus remain liable for induction up to age 35. 

As of December 31, 1954, 96.2 percent of the total men registered 
18 years of age and above had been classified. Of this number, 
240,909 had been examined and found acceptable; 1,317,057 were 
classified as I-A but not yet examined (including a few conscientious 
objectors who were available for nonmilitary service); 71,923 were 
deferred to complete high school, and 3,937 were deferred in order to 
complete an academic year in college; 44,026 were deferred for agri- 
cultural reasons; 17,733 received occupational deferments other than 
agricultural, and 165,812 received occupational deferments as students; 
1,128,775 were classified as III-A because of dependents; 61,444 were 
classified IV-D and thus exempt from service as divinity students or 
ministers; 1,992,376 were classified IV-F as physically or mentally 
unfit for service; 298,688 were exempt or deferred as members of the 
National Guard or Organized Reserve units and the remainder have 
been inducted, are now serving on active duty, have completed their 
obligated service, are conscientious objectors required to perform work 
contributing to the maintenance of the national health, safety, or 
interest, or are classified as aliens, Government officials, or sole-surviv- 
ing sons. 

DEPENDENTS ASSISTANCE ACT 


As previously indicated, the proposed legislation also extends the 
Dependents Assistance Act. Under this act, enlisted personnel of all 
of the Armed Forces receive allowances if they have dependents. 
Dependents include wives and children, and mothers and fathers who 
are dependent upon the enlisted man for more than one-half of their 
support. Under the provisions of this act, enlisted men in pay 
grades E~-1, E-2, or E-3 must contribute $40 of their own pay and 
then are entitled to a quarters allowance for their dependents in the 
amount of $51.30 for 1 dependent, $77.10 for 2 dependents, and $96.90 
for more than 2 dependents. These are the amounts the Government 
contributes as a quarters allowance in addition to the amount allotted 
by the enlisted man. 

In pay grades E-4 and E-5 enlisted men must contribute $60 of 
their own pay and are then entitled to a quarters allowance of $77.10 
if they have not over 2 dependents, and $96.90 if they have over 2 
dependents. In pay grades E-6 and E-7 enlisted men must contribute 
$80 of their own pay and are entitled to the same quarters allowance 
as E-5’s and E-6’s. Thus, under the Dependents Assistance Act 
dependents of enlisted personnel receive monthly sums ranging from 
$91.30 to $176.90. As stated by the Secretary of Defense: 

The allowances that are provided by this legislation have greatly alleviated 
financial cycrne » among the dependents of our enlisted personnel during this 


emergency period when military service has been compulsory. The existence of 


this authority is considered necessary to the morale and welfare of our enlisted 
personnel, 
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As of November 30, 1954, 1,110,861 enlisted personnel of the armed 
services had class Q allotments in effect. The estimated fiscal cost 
for class Q allotments for the fiscal year ending June 30, 1955, insofar 
as the amount contributed by the Government is concerned, amounts 
to $946,226,104. Had the meat laps Assistance Act not been in 
effect enlisted personnel of the Armed Forces would have received 
quarters allowances in the sum of $461,756,799. It is apparent, there- 
fore, that under the Dependents Assistance Act enlisted personnel of 
our Armed Forces are receiving, in the form of quarters allowances, 
approximately $485 million a year more than they would have received 
had this law not been in effect. 

In fiscal 1956, it is estimated that class Q allotments, insofar as the 
Government’s cost is concerned, will amount to $875,277,769. With- 
out the existence of the Dependents Assistance Act this amount would 
be reduced to $413,520,970, which would be the amount that enlisted 
personnel of only the higher pay grades would receive under other pro- 
visions of law. It is obvious that so long as it is necessary to induct 
men for service it will be necessary to provide additional financial 
assistance for their dependents. 


EXPLANATION oF ComMITTEE AMENDMENTS 


The Committee on Armed Services amended the proposed legislation 
in two places. 

The first amendment reduces the liability for induction from age 35 
to age 26 for young men who under the provisions of existing law are 
permitted to enlist in organized units of the National Guard prior to 
attaining the age of 18%. 


An individual who enlists in the National Guard prior to attaining 
the age of 18% will be classified by his local board as I-D as soon as 
he reaches the age of liability for induction. Under another provision 
of existing law, any individual deferred for any reason since June 19, 
1951, remains liable for induction up to age 35. This provision of law 

e 


was intended to make it impossible for a person to escape liability 
for induction by obtaining a deferment until age 26 and then leaving 
the occupation or pursuit which justified his deferment. The effective- 
ness of this provision can be seen in the fact that 6.1 percent of the 
individuals inducted in fiscal 1954 were over the age of 26. 

However, since young men who join the National Guard prior to 
attaining the age of 18% are deferred, they likewise become liable for 
induction up to age 35 even though they will have served a minimum 
of 7% years in an organized unit of the National Guard by age 26. 
The Committee on Armed Services feels that this is unrealistic and 
unreasonable since these young men will in many cases enlist at the 
age of 17 or prior to the age of 18% and thus will complete a minimum 
of 7% years, or as long as 9 years in an organized National Guard unit. 
During this period, they will be subject to call to active duty or sub- 
ject to call by the governors of the States to quell civil commotions, etc. 

Members of the National Guard are considered to be a part of the 
first line of defense of the Nation and if young men continue to remain 
liable until age 35 even though they have served continuously in the 
National Guard up to age 26 there will be no incentive for early 
enlistment in the National Guard. 
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Members of organized units of the other services, including the 
National Guard, who were members on February 1, 1951, and have 
continued to serve satisfactorily in such units are exempt from induc- 
tion and thus upon attaining the e of 26 may leave such organized 
units without being liable for induction. But an individual who 
joined or joins the National Guard after February 1, 1951, becomes 
liable for a period of obligated Reserve service from the date of 
enlistment until age 35. The proposed amendment reduces this period 
of obligation to age 26. Should an individual leave the National 
Guard prior to attaining 26, however, he will immediately become 
eligible for induction. 

he second committee amendment amends existing law with respect 
to the definition of a veteran for the purposes of the Universal Military 
Training and Service Act. 

Under existing law, an individual who served on active duty for 
90 days or more between the period December 7, 1941, and September 
2, 1945, is a veteran and may not be inducted except in time of war 
or national emergency. Likewise, an individual who served for a 
period of 12 months or more between the period September 16, 1940, 
and June 24, 1948, is likewise considered a veteran and not liable for 
induction except in time of war or national emergency. 

With other minor exceptions, the only other veterans are those 
individuals discharged from the armed services after June 24, 1948, 
with 3 or more years of service. 

During the Korean war many individuals were inducted with prior 
service who did not qualify as veterans. This group included indi- 
viduals who in some cases had 2 or more years of service but who did 
not have 12 months of service prior to June 24, 1948, or 3 years of 
service upon discharge after June 24, 1948. In addition, under a 
Presidential directive, individuals who have been inducted under the 
present draft law are reclassified if they served for less than 6 months 
and thus many have been reinducted. Technically, no person who is 
inducted into the armed services after June 24, 1948, and who is 
thereafter discharged with less than 3 years of service is a veteran. 
While obviously an individual who is inducted for 24 months and who 
completes 24 months of service may not be reinducted under existing 
law, nevertheless such an individual could be reinducted under existing 
law if he was discharged with less than 24 months of service. The 
proposed amendment clarifies the situation for all individuals with 
prior service or all individuals who may hereafter be discharged with 
6 months or more of honorable active-duty service in the Armed 
Forces. It should be noted that the amendment which classifies an 
individual as a veteran with 6 months or more of honorable active 

duty applies only to the Army, Navy, Air Force, Marine Corps, and 
Coast Guard. The 24 months’ provision in the amendment which is 
applicable to the Public Health Service was inserted at the request of 
the Public Health Service in view of the fact that since June 10, 1952, 
the Public Health Service have not been considered members of the 
Armed Forces. Therefore, there is no method by which members 
of the Public Health Service, consisting of an officer commissioned 
corps, may be required to serve in the Public Health Service. Thus, 
if the 6 months’ provision were made applicable to these individuals 
they could leave the Public Health Service after 6 months of service 
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and not be liable for further induction or call except as special regis- 
trants under the doctors’ draft law. Since they would have prior 
service, however, they would be classified in most instances in priority 
IV, unless they were deferred to pursue their professional studies dur- 
ing World War II or verticiated as students in the Army specialized 
traini rogram or similar programs administered by the Navy 
during orld War II. 

Thus, if the proposed amendment is adopted, it will preclude the 
future induction of any regular registrant who has completed 6 months 
or more of honorable active duty service in the Army, Navy, Air 
Force, Marine Corps, or Coast Guard. This will be applicable to 
present registrants not now on active duty who have completed 6 
months or more of such service and to those who are hereafter 
discharged having completed 6 months or more of active honorable 
service. 

The following witnesses appeared with regard to the extension of the 
Universal Military Training and Service Act, and the Dependents 
Assistance Act: 


Maj. Gen. Lewis B. Hershey, Director, Selective Service System 

Hon. Carter Burgess, Assistant Secretary of Defense for Manpower 
and Personnel 

Hon. Hugh Milton, Assistant Secretary of the Army 

Maj. Gen. Donald Booth, Department of the Army 

Hon. Albert Pratt, Assistant Secretary of the Navy 

Mr. James Goode, Deputy to Assistant Secretary of the Air Force 

Maj. Gen. Morris J. Lee, Department of the Air Force 

Rear Adm. David Price, Assistant Surgeon General, Public Health 

Maj. Gen. Ellard Walsh, National Guard Association 

Mr. Miles Kennedy, the American Legion 

Hon. Carl Hinshaw, Member of Congress from California 

Hon. Burr Harrison, Member of Congress from Virginia 

Dr. Howard A. Meyerhoff, Scientific Manpower Commission 

Dr. Ralph W. Chaney, University of California 

Mr. Matt Triggs, American Farm Bureau Federation 

Mr. Roy Battles, the National Grange 

Mr. John W. Swomley, Jr., National Council Against Conscription 

Mr. E. Raymond Wilson, Friends Committee on National Legislation 

Mrs. Alexander Stewart, Women’s International League for Peace 
and Freedom 

Mr. Ralph E. Smeltzer, Church of the Brethren 

Dr. C. N. Hostetter, Jr., Mennonite Central Committee 

— Elizabeth A. Smart, National Women’s Christian Temperance 

nion 

Dr. E. Raymond Schmidt, International Order of Grand Templars 

Mrs. Agnes Watters, Washington, D. C. 

Mr. David Whatley, attorney at law, Washington, D. C. 


The Committee on Armed Services unanimously recommends en- 
actment of the proposed legislation as amended. 

The proposed legislation is also strongly endorsed by the President 
of the United States, as indicated by his state of the Union message, 
and by the Office of the Secretary of Defense, as indicated by the fol- 
lowing attached letter: 
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PuBLIc AFFAIRS, 
Washington, D. C., January 19, 1956. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
further amend the Universal Military Training and Service Act by extending the 
authority to induct certain individuals, and to extend the benefits under the 
Dependents Assistance Act to July 1, 1959. 

his proposal is a part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget advises that the proposal is in accord with the 
program of the President. The Office of the Secretary of Defense is the repre- 
sentative of the Department of Defense for this legislation. It is recommended 
that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The proposed legislation is designed to implement that portion of the President’s 
message to the Congress on January 13, 1955, relating to the necessity for an 
extension of the present statutory provisions authorizing the induction of young 
men by the Selective Service System for 24 months of training and service. This 
proposal would extend for a 4-year period the authority to induct certain persons 
who are required to register pursuant to section 3 of the Universal Military Train- 
ing and Service Act, as amended. In addition, it would extend the dependents 
Assistance Act of 1950, as amended, for a similar 4-year period to July 1, 1959. 

The present authority to induct into the Armed Forces persons under 26 years 
of age who have not been deferred will expire on July 1, 1955, in accordance with 
the provisions of subsection 17 (c) of the Universal Military Training and Serv- 
ice Act. Authority for the induction of deferred individuals is not affected by 
this termination provision. To permit the provision authorizing the induction 
of men under 26 not deferred to expire would place sole reliance for meeting 
Armed Forces strength requirements on those persons who have been deferred 
from military service. The pool of deferred persons would not be sufficient to 
meet the requirements of the Armed Forces beyond a few months. 

With no concrete basis for predicting improved world conditions, we must 
maintain strong, effective armed forces. It is doubtful that the world situation 
or technological advances will, in the next 4 years, make the draft unnecessary. 
Our basic manpower needs cannot be met by voluntary measures alone. 

The inability to meet fully military manpower requirements during the period 
following the expiration of induction authority early in 1947, made it necessary 
to reinstitute the Selective Service System in mid-1948. While there is no way 
to determine accurately the size of the active forces which could be maintained 
at present on a voluntary basis, it is estimated that barring a basic change in 
economic conditions we could not hope to maintain voluntary forces appreciably 
in excess of a million and a half. Planned strength goals for the end of fiscal 
year 1956 total 2,850,000. 

Authority for induction must be continued if we are to maintain the minimum 
adequate numerical strength of the active forces, and the minimum 24-month 
period must be retained if we are to maintain their combat effectiveness. When 
amendments to the Selective Service Act of 1948 were being considered by the 
Congress in 1951, the Department of Defense requested an induction period of 
27 months. From a combat readiness and dollar standpoint, a longer period 
would have been, and is, desirable. The Congress, weighing the many other 
factors involved, established an induction period of 24 months. The Army has 
found it difficult to maintain combat-ready forces and to meet its overseas com- 
mitments with this period of service. The excessive turnover has been disruptive 
and expensive. There is considerable difficulty in maintaining sufficient numbers 
of qualified noncommissioned officers and specialists, even with promotion criteria 
reduced to the minimum acceptable. 

It is essential that a term of service of at least 24 months be retained. After 
processing, travel, and the basic training and leave required by law, this period 
results in about 16 months useful service, which is below the desired minimum 
with which men can be profitably deployed overseas. Any reduction in the 
term of the draft would result in a disproportionate reduction in the period of 
useful service. As an example, reducing the induction period to 20 months, or 
by 16 percent, would reduce the term of useful service by 25 percent. Any such 
reduction coupled with the present alarmingly low reenlistment rates, would 
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drastically reduce the combat readiness of our active forces and diminish our 
ability to maintain the strategic deployment of our forces required by national 


licy. 

The proposed extension of the Dependents Assistance Act, which otherwise 
would terminate on July 1, 1955, coincides with the pro extension of the 
induction authority. This is necessary to enable enlisted members of the uni- 
formed services with dependents to continue in receipt of increased allowances for 
quarters thereby assuring adequate financial assistance to members of the Armed 
Forces and their dependents, inducted or enlisted in the future as well as those now 
on active duty. Many members cannot be released from active military service 
prior to July 1, 1955, since the period of time they must serve in the active military 
service will not “—— until after that date. Included in this category of personnel 
are members of the Reserve components who have been ordered into the active 
military service for a period of 24 months and those who have been inducted into 
the service under the provisions of the Universal Military Training and Service 
Act. Termination of this legislation will impose undue financial hardship upon 
reservists and others who are ordered into the Armed Forces involuntarily. 
Additionally, to allow this legislation to expire would act as a deterrent to those 
who might otherwise volunteer for military service. 

The Department of Defense strongly recommends the enactment of the at- 
tached proposed legislation. 


COST AND BUDGET DATA 


The enactment of this proposal will cause no apparent increase in the budgetary 
requirements of the Department of Defense. 
Sincerely yours, 
Ricuarp A. Buppeke, 
Director, Legislative Programs. 


CHANGES IN Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, there is herewith printed in parallel columns the text 


of provisions of existing laws which would be repealed or amended by 
the various provisions of the bill. 


Existinc Law 


(Public Law 759, 80th Cong.) 


Sec. 17 (c). Notwithstanding any 
other provisions of this title, no person 
shall be inducted for training and serv- 
ice in the Armed Forces after July 1, 
1955, except persons now or hereafter 
deferred under section 6 of this title 
after the basis for such deferment ceases 
to exist. 


(Public Law 771, 8ist Cong.) 


Sec. 16. This Act, except sections 10, 
11, and 12 hereof, shall terminate on 
April 30, 1953. 


Tue BILu 


That subsection 17 (c) of the Univer- 
sal Military Training and Service Act 
(ch. 144, 65 Stat. 87), as amended, is 
further amended by striking out “July 
1, 1955,” where it appears therein and 
inserting in lieu thereof “July 1, 1959”. 


Sec. 2. Section 16 of the Dependents 
Assistance Act of 1950 (ch. 922, 64 
Stat. 797), as amended by the Act of 
March 23, 1953 (ch. 8, 67 Stat. 6), is 
further amended by striking out ‘July 
1, 1955,” where it appears therein and 
inserting in lieu thereof ‘July 1, 1959”. 
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THE FEDERAL VOTING ASSISTANCE ACT OF 1955 





Fesruary 3, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H_ R. 3406) 


The Committee on House Administration, to whom was referred 
the bill (H. R. 3406) to permit and assist Federal personnel, ineluding 
members of the Armed Forces, and their families, to exercise their 
voting franchise, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


PURPOSE OF THE BILL 


This measure would permanently enact comprehensive legislation 
affecting dislocated United States personnel, whether in the armed 
services or attached to same, or whether civilian personnel employed 
in our foreign establishments. 

Essentially the bill recodifies and makes part of the Federal statutes 
all of the present acts governing the subject of the so-called stream- 
lined ballot application, which of course was born under the emergency 
conditions of World War II. 

H. R. 3406 is identical to a bill reported to the House of Repre- 
sentatives in July of 1954, after many hearings during the 2d session 
of the 83d Congress. The bill at that time was cast in the form of a 
committee amendment to a Senate bill (S. 1654, 83d Cong.) which 
passed the Senate and was referred to the Committee on House 
Administration. 

Exigencies of the legislative schedule precluded obtaining a rule 
before adjournment, and the bill died in the Committee of the Whole. 
Be matter in the 83d Congress was accompanied by House Report 
2257. 

By the first title of H. R. 3406 the law would be changed to make 
permanent the right to vote. This would supersede previous enact- 
ments which prescribed entitlement to vote only in time of war. The 
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committee feels that the large number of uniformed personnel serving 
in farilung regions of the world are not there presently under condi- 
tions which could be described as wholly voluntary; and that further- 
more the world power picture does not contemplate any early end to 
this deployment of forces. The mandatory provisions of title I apply 
exclusively to members of the Armed Forces. 

A further change in the language usually contained in the “Right to 
Vote”’ titie is the clarification of what election is controlled by these 
mandatory proscriptions. So as to avoid any ambiguity the words 
“any election” in 50 United States Code 302 were stricken, and the 
words ‘‘the general election” were inserted. ‘The Federal Legislature 
is mindful of the historic right of the States to maintain full control 
of the franchise in primary and special elections. 

The second title carries the recommendations to the several States. 
It urges the States to cooperate with the machinery to be created by 
title III of the amendment, to the end that all facility will be given to 
the matter of disseminating election information and ballots, and 
appropriate safeguards established to prevent fraud. ‘This title also 
recommends extension of the franchise under these conditions to civil- 
ian employees of the United States in all categories serving outside 
the territorial limits of the several States. This is in addition to the 
categories recommended in the Senate bill, which deals solely with the 
wives of members of the Armed Forces, wives of members of the mer- 
chant marine, and wives of civilians outside the United States officially 
attached to and serving with the Armed Forces. 

Title III authorizes the President to designate the head of any 
executive department or agency to act as the representative of the 
executive branch to coordinate and facilitate such actions as may 
be required to discharge Federal responsibilities. It is presumed that 
the President will designate the Secretary of Defense for this important 
responsibility, since that Department has more total personnel abroad, 
or away from voting residence, than any other executive department 
or agency. 

Designation of a responsible executive department head will not 
result in the creation of any new bureau, requiring additional budget- 
ary expenditures. ‘The work will be undertaken at the appropriate 
election periods as a collateral duty of the designee. He will be able 
to look to the General Services Administration and to the Post Office 
Department for assistance in their respective fields, but the work will 
not necessitate creation of an independent agency. 

Your committee recommends early action on this important 
proposition. Although the provisions to be enacted by the bill 
generally will not apply to any elections until 1956, the title Il recom- 
mendations to the various States will be of no benefit even for those 
elections if H. R. 3406 is not enacted in time to be communicated to 
the 44 State legislatures which are sitting or will sit during the first 
few months of 1955. 
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THE FEDERAL VOTING ASSISTANCE ACT OF 1955 





Fesrvuary 8, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Burieson, from the Committee on House Administration, 
submitted the following 


REPORT 


{To accompany H. R. 3406] 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets): 


ACT OF SEPTEMBER 16, 1942, AS AMENDED 
CAN ACT 


(To provide for a method of voting, in time of war, by members of the land and naval forces absent from the 
place of their residence. 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


{TITLE I 
[sPEecIAL METHOD OF VOTING IN TIME OF WAR 


[Section 1. In time of war, notwithstanding any provision of State law relating 
to the registration of qualified voters, every individual absent from the place of 
his residence and serving in the land or naval forces of the United States, including 
the members of the Army Nurse Corps, the Navy Nurse Corps, the Women’s 
Navy Reserve, and the Women’s Army Auxiliary Corps, who is or was eligible to 
register for and is qualified to vote at any election under the law of the State of 
his residence, shall be entitled, as provided in this Act, to vote for electors of 
President and Vice President of the United States, United States Senators, and 
Representatives in Congress. 

Sec. 2. No person in military service in time of war shall be required, as a 
condition of voting in any election for President, Vice President, electors for 
President or Vice President, or for Senator or Member of the House of Repre- 
sentatives, to pay any poll tax or cther tax or make any other payment to any 
State or political subdivision thereof. 

[Sec. 3. Nothing in this Act shall be deemed to restrict the right of any member 
of the Armed Forces of the United States or of any other person to vote in accord- 
ance with the law of the State of his residence. 
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[TITLE Il 
[RECOMMENDATIONS TO THE STATES 


(Sec. 201. The Congress hereby expresses itself as favoring, and recommends 
to the several States the immediate enactment of, appropriate legislation to 
enable each person absent from the place of his residence and serving in the armed 
forces of the United States or in the merchant marine of the United States, or 
who is a civilian outside the United States officially attached to and serving with 
the armed forces of the United States, who is eligible to vote in any election dis- 
trict or precinct, to vote by absentee ballot in any primary, special, or general 
election held in his election district or precinct; and in order to afford ample 
opportunity for such persons to vote for Federal, State, and local officials and to 
utilize the absentee balloting procedures of the various States to the greatest 
extent possible, the following provisions are enacted. 

[Sec. 202. (a) It is recommended that the several States, in order to avoid 
expense, duplication of effort and loss of time, shall accept, as applications for 
absentee bal!ots under such States’ absentee balloting laws, as applications for 
registration under such States’ election laws, and as sources of information to 
implement State absentee balloting laws, the form of post card (when duly exe- 
cuted by a person to whom this title is applicable) provided pursuant to section 
209 (a) of this title, as amended, or pursuant to section 203 of this title prior to 
its amendment. 

[(b) It is recommended that the several States waive registration of the persons 
to whom this title is applicable who, by reason of their service, have been deprived 
of an opportunity to register. 

[(c) It is recommended that the States make provision for persons eligible to 
register and qualified to vote, who have been Conspabty discharged from the 


armed forces too late to register at the time when, and at the place where, regis- 
tration is required, to vote at the election next ensuing after their discharge. 
(Sec. 203. (a) It is recommended that the secretary of state of each of the 
several States, upon receipt of any such post-card application, promptly forward 
it to the proper county, city, or other election official or officials in order that the 
repb) for an absentee ballot may be acted upon as expeditiously as possible. 


(b) It is reeommended that the several States cooperate, to the end that 
county, city, or other election officials be authorized and instructed, upon receipt 
of an application made upon such a post card, to mail promptly to the voter 
making the application, if legally permissible under the laws of the State, a suitable 
absentee ballot, including therewith a self-addressed envelope for the use of the 
voter in returning the ballot and any instructions to govern the use of such 
ballot and envelope. 

(Sec. 204. (a) It is recommended, so that the envelope in which the ballot is 
sent to a person to whom this title is applicable, and the envelope supplied for 
the return of the ballot, may be identified by the Post Office Department and 
other authorities as carrying an election ballot, that there be printed across the 
face of each such envelope two parallel horizontal red bars, each one-quarter inch 
wide, extending from one side of the envelope to the other side, with an intervening 
space of one-quarter inch, the top bar to be one and one-quarter inches from the 
top of the envelope, and with the words ‘‘Official Election Balloting Material— 
Via Air Mail’’, or similar language as prescribed in State law, between the bars; 
that there be printed in the upper right corner of each such envelope, in a box, 
the words “Free of U. 8. Postage, Including Air Mail’; and that all printing on 
the face of each such envelone be in red. It is also recommended that there be 
printed in red in the upper left corner of each State ballot envelope an appropriate 
inscription or blanks for return address of sender (State or local election officials, 
or voter, as the case may be). 

[(b) It is recommended, in order to minimize the possibility of physical adhe- 
sion of State balloting material, that the gummed flap of the State envelope sup- 
plied for the return of the ballot be separated by a wax paper or other appropriate 
protective insert from the remaining balloting material, and, because such inserts 
may not prove completely effective, that there also be included in State voting 
instructions a procedure to be followed by absentee voters in instances of such 
adhesion of the balloting material, such as a notation of the facts on the back of 
any such envelope, duly signed by the voter and witnessing officer. 

[(c) It is recommended, in order to minimize action necessary to be taken by 
the voter and to assure legible and proper address, that each envelope supplied for 
the return of a State absentee ballot be preaddressed by State or local election 
officials insofar as possible. 
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{(d) It is recommended that the several States, in order to minimize costs and 
promote speed in the transporting of absentee voting material being sent to per- 
sons to whom this title is applicable, reduce in size and weight of paper, as much 
as ible, envelopes, ballots, and instructions for voting procedure. 

Sec. 205. (a) It is recommended that, in the case of States in which no pro- 
vision is made, either on the envelope or separately, for sending with the absentee 
ballots a printed form to be used by a voter for the purpose of establishing his 
legal right to vote, appropriate action be taken to have printed and enclosed with 
absentee ballots mailed in response to applications received on the post cards 
hereinbefore referred to, a form for the signature and oath or affirmation of the 
voter; and it is suggested that a form substantially as follows would be appropriate 
for such purpose: 


(OATH OF ELECTOR FOR VOTING IN THE 
ELECTION TO BE HELD ON 


[I do hereby swear (or affirm) that— 
E I am a citizen of the United States; 


wewmweeeer ewe ee eee eee eeeece 


(2) The date of my birth was 


te) BGP 2 ee ce years preceding this election my home (not military) 
residence has been 


Seren ee MP wen ee eee eee ee eee ee ee ewe eee eeee 


{(City, town, or village) == = (County) a 
pci ee i ae de 
((4) I am serving (check appropriate blank) — 
(a) in the armed forces of the United Ststes__________- cy 
(b) in the merchant marine of the United States_._____ 33 


(c) as a civilien outside the United Sttes officially at- 
tached to and serving with the crmed forces of the 
ma IR eR er ow acca A oni a ee ( ); and 
((5) I have not voted and do not intend to vote in this election at any address 
other than the above; and that I have not received or offered, do not 
expect to receive, have not paid, offered, or promised to pay, contrib- 
uted, offered, or promised to contribute to another, to be paid or used, 
any money or other valuable thing as a compensstion or reward for the 
giving of a vote at this election, and have not made any promise to 
influence the giving or withholding of any such vote. 


oath must be administered and attested. 
[Subscribed and sworn to before me this ....._.__- | fa » Meee 


(Commissioned or warrant officer, noncommis- 
sioned officer not below the rank of sergeant, or 
petty officer, or other person authorized to ad- 
minister and attest this oath, shall write his 
name here. 


COfficer or other person signing above shall print 
his rank, rating, or title clearly here. 

[(b) It is recommended, with ‘respect to oaths required by State law in con- 
nection with applying for and voting by State absentee ballot by persons to 
whom this title is epplicable, thet the States authorize such oaths to be admin- 
istered and attested by any commissioned or warrant officer, noncommissioned 
officer not below the rank of sergeant, or petty officer, in the armed forces of the 
United States or any member of the merchant marine of the United Ststes desig- 
neted for this purpose by the Administretor of the War Shipping Administration. 
_ (Sec. 206. (a) It is recommended that there be included in St».te voting instruc- 
tions for persons to whom this title is appliceble an express instruction, if legally 
permissible under the laws of the State, to the effect that the ebsentee voter, in 
marking his ballot, may use pencil, pen, crayon, or any other suitable method for 
indicating his intention, and thet Stetes, the existing laws of which would be 
violated by compliance with such an instruction, cause necessary changes to be 
made in their election lews. 

[(b) It is recommended that State voting instructions be expressed in simple 
terms and not by use of words of the statute alone. 
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[Sec. 207. It is recommended that in States where the absentee ballot will 
not be available for mailing to persons to whom this title is applicable at least 
forty-five days prior to any primary, general, or special election, such States 
cause to be made such changes in the election laws of their States as will lengthen 
such time. 

[Sec. 208. It is recommended that each secretary of state furnish by registered 
mail to the Secretary of War, the Secretary of the Navy, the Secretary of the 
Treasury, and the Administrator of the War Shipping Administration, at least 
ninety days in advance, information as to primary, special, and general elections 
within the State at which persons to whom this title is applicable may vote by 
absentee ballot. The information furnished by the secretaries of state should 
contain substantially the following: 


[sTaTE oF 


1. Date of election 
2. Type of election (general, special, or primary) 
3. Name or names of governmental units to which it applies ..-..--.-------- 
[4. (a) “Officers to be elected 
[(b) Constitutional amendments or other proposals to be voted OU eer 


(5. Which of the following may vote at this election: 
(a) Members of the armed forces __........---------------------.. 
(b) Members of the merchant marine _..--..-.------------------ 
[(c) Civilians outside the United States officially attached to and serv- 
ing with the armed forces ---- --- 
(6. (a) From which of the following is the Federal post- -card application ac cept- 
able as an application for a ballot: 
(1) Members of the armed forces — ..- -. 5.6 2c e nnn oe--s-- j 
(2) Members of the merchant marine -__.......----.--.----- 
{(3) Civilians outside the United States officially attached to and 
serving with the armed forces - - 
[(b) What action is it necessary for the applicant to take if the post ‘card is 
not acceptable as an n application 
[7. E arliest date State will receive ‘application 
[8. Earliest date the ballot will be mailed - 
[9. Last day ballot may be received back to be counted 


[Secretary of State, 
[State of 
(Dated: 


[cooPpERATION WITH THE STATES 


[Src. 209. (a) In order to afford an opportunity for persons to whom this title 
is applicable to vote for Federal, State, and local officials and to utilize State 
absentee balloting procedures to the greatest extent possible, the Secretary of War, 
the Secretary of the Navy, the Secretary of the Treasury, and the Administrator 
of the War Shipping Administration, as may be appropriate, shall cause to be 
printed an adequate number of post cards for use in accordance with the provisions 
of this title and shall, wherever practicable and compatible with military or mer- 
chant-marine operations, cause such post cards to be delivered in hand to each 
person absent from the place of his residence and serving in the armed forces of 
the United States or in the merchant marine of the United States, or who is a 
civilian outside the United States officially attached to and serving with the armed 
forces of the United States, for use for any general election at which electors for 
President and Vice President or Senators and Representatives in Congress are to 
be voted for, such cards to be made available outside of the United States not later 
than August 15 prior to the election, and within the United States not later than 
September 15 prior to the election. The post cards referred to shall also, wherever 
practicable and compatible with military or merchant-marine operations, be made 
available to such persons at appropriate times for use in general elections other 
than those referred to above and in primary and special elections. 

[(b) Upon one side of the post card shall be printed the following: 


| 


TFIiLL OUT EYvVERew trea 
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[Secretary of State, or other appropriate official within the State of________... 
—— {[(1) I hereby request an absentee ballot to vote in the coming 
(general) (primary) (special) election. 
C(Strike out inapplicable words) 
((2) I am a citizen of the United States, serving— 
5 in the armed forces of the United States_.............. OO] 
w in the merchant marine of the United States__....._._-- O 
e as a civilian outside the United States officially attached to 
- and serving with the armed forces of the United States.. [J 
> eee BNR Siok ed oe a eS is, he Hacks dou 
fe [(Day) (Month) (Year) 
w BA@ FOP sss aces years preceding the above election my home (not mili- 
> tary) residence in the above State has been ____._._.___-_------ 
a {(Street and number or rural route) 
Peer 0. gaia Sete Sask Ogle a yee To the best of 
) (City, town, or village) (County) 
° my knowledge, my voting precinct or district is _.._..__._.___---- 
a [(5) Mail my ballot to the following service (or merchant marine) address 
al ate caste oa EW lett. be ies Sue eins Maas bodt aaa saeet ts 
= ((Must include COMPLETE military, naval, or merchant marine MAIL address; 
» include military or naval unit and APO or FPO and Postmaster, for merchant marine 
- nclude vessel, foreign agent, and port) 
[You must both print and) {(Print name and serial number plainly here) 
| ey Se Se eS See ee ey ee 
— C(Sign here) 
f . : [Subscribed and sworn to before me on __.._----- 
{If this card is used in 
De USN aey Sera See eS AT Oat cee ears ae Re ae ee TE 
ballot (but not other- {(Day, month, year) 
wise), state below choice 
of party: = j | s---------------------+-----------------+----- 
ome ({(Commissioned or warrant officer, noncommissioned officer not 
EE a, ES Shh ee ae ve wt oot Se below the rank of sergeant, or petty officer, or other person author- 











ized to administer and attest this oath, writes his name and rank or 
title here) 


{(c) Upon the other side of the post card shall be printed in red the following: 





{Name and complete 

eae bs . . , S pS 

military, naval, or merchant — < Abe a 
marine address ECIUCINE Gir Mar 











(OFFICIAL ELECTION BALLOTING MATERIAL— 
VIA AIR MAIL 


[Secretary of State of 


((Home State) 


C(d) In lieu of and interchangeably with the post cards referred to, the Secre- 
taries of War, Navy, and Treasury and the Administrator of the War Shipping 
Administration may continue to make available, and the persons to whom this 
title is applicable may continue to use, post cards snevided ander section 203 of 


this title prior to its amendment until the existing supply thereof is exhausted. 

[Sec. 210. (a) It shall, wherever practicable and compatible with military or 
merchant-marine operations, be the duty of the Secretary of War, the Secretary 
of the Navy, the Secretary of the Treasury, the Postmaster General, and the 
Administrator of the War Shipping Administration, as may be appropriate, to 
cooperate with appropriate State officers and agencies in transmitting to and 
from persons to whom this title is applicable, making applications therefor to 
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their several States, such absentee ballots, and envelopes to be used in connection 
therewith, as may be provided under the laws of the several States for the use of 
such applicants, and to cooperate in the execution by such applicants of oaths 
in connection with such ballots. 

{(b) The Secretary of War, the Secretary of the Navy, the Secretary of the 
Treasury, the Postmaster Generel, the Administrator of the War Shipping 
Administration and other appropriate authorities shall, so fer as practicable 
and compatible with military or merchant-marine operations, take all reasonable 
measures to facilitate transmission, delivery, and return of post cards, ballots, 
envelopes, and instructions for voting procedure, mailed to and by persons to 
whom this title is applicable pursuant to the laws of the several States, whether 
transmitted by air or by regular mail. Bellots executed outside the United 
States shall be returned by air, whenever practicable and compatible with military 
or merchant-marine operations. 

(Sec. 211. Whenever practicable and compatible with military or merchant- 
marine operations, the Secretaries of War, Navy, and Treasury, and the Admin- 
istrator of the War Shipping Administration, as may be appropriate, shall cause 
to be made available to persons to whom this title is applicable so much of the 
information referred to in section 208 of this title as may be received from a 
secretary of state. 


CTITLE Ill 
{VOTING SAFEGUARDS 


[Sec. 301. (a) Every individual concerned with the administration of this 
Act shall take all necessary steps to prevent fraud, to protect voters against 
coercion of any sort, and to safeguard the integrity and secrecy of ballots cast. 

{(b) It shall be unlawful for any commissioned, noncommissioned, warrant, 
or petty officer in the armed forces of the United States (1) to attempt to influence 
any member of the armed forces to vote or not to vote for any particular candidate, 
or (2) to require any member of the armed forces to march to any polling place or 
place of voting, but nothing in this Act shall be deemed to prohibit free discussion 
regarding political issues or candidates for public office. 

[(c) No act done in good faith under this Act by a member of the armed forces 
of the United States, an officer or employee of the War Shipping Administration, 
or a member of the merchant marine of the United States, in the exercise of his 
judgment as to what was practicable and compatible with military or merchant- 
marine operations, shall constitute a violation of any provision of law prohibiting 
offenses against the elective franchise. 


(TITLE IV 
(DEFINITIONS 


Sec. 401. As used in this Act— 

(a) The term “‘secrctary of state” shall include such other official in any 
State wherever an official other than the secretary of state is the appropriate 
noni to carry out any function vested in the secretary of state under 
this Act; 

[(b) The term “United States” used geographically includes only the terri- 
= limits of the several States of the United States and the District of Columbia; 
an 

[(c) The term “members of the merchant marine of the United States’’ means 
persons (other than members of the armed forces) employed as officers or mem- 
bers of crews of vessels documeated under the laws of the United States, or of 
vessels owned by the United States, or of vessels of foreign-flag registry under 
charter to or control of the United States, and persons (other than members of 
the armed forces) enrolled with the United States for employment, or for training 
for employment, or maintained by the United States for emergency relief service. 
as officers or members of crews of any such vessels; but does not include persons 
so employed, or enrolled for such employment or for training for such employ- 
ment, or maintained for emergency relief service, on the Great Lakes or the inland 
waterways. 

[FREE POSTAGE 
[Sec. 402. Official post cards, ballots, voting instructions, and envelopes 


referred to in this Act, whether transmitted individually or in bulk, shall be free 
of postage, including air-mail postage, in the United States mails. 
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[ADMINISTRATION 


(Sec. 403. The Secretaries of War and Navy shall be responsible for the admin- 
istration of this Act with respect to members of the armed forces and civilians 
outside the United States officially attached to and serving with the armed forces; 
but the Secretary of the Treasury shall be responsible for the administration of 
this Act with respect to members of the Coast Guard who are operating under the 
Treasury Department and civilians outside the United States officially attached 
to and serving with the Coast Guard. The Administrator of the War Shipping 
Administration shall be responsible for the administration of this Act with respect 
to members of the merchant marine of the United States. Any of the officers 
specified above may delegate to one or more of the others, with his or their consent, 
any of his functions under this Act. 


[sSEPARABILITY 


[Sec. 404. If any provision of this Act or the application of such provision to 
any person or circumstance shall be held invalid, the validity of the remainder of 
the Act and the applicability of such provision to other persons or circumstances 
shall not be affected thereby. 


[acr TO BE CONSTRUED LIBERALLY 


(Sec. 405. The provisions of this Act shall be construed liberally in order to 
effectuate its purposes. ] 


ACT OF APRIL 19, 1946 


[CAN ACT 


(To facilitate voting by members of the armed forces and certain others absent from the place of their resi- 
dence, and to amend Public Law 712, Seventy-seventh Congress, as amended 


[Be it enacted by the Senate and House of Representatives of the United States of 
America 7n Congress assembled, That Public Law 712, Seventy-seventh Congress, 
as amended, is amended by striking out titles I], II], and LV, and inserting in 
lieu thereof the following: 

(“TITLE Il 


[RECOMMENDATIONS TO THE STATES 


[‘‘Sec. 201. The Congress hereby expresses itself as favoring, and recommends 
to the several States the immediate enactment of, appropriate legislation to en- 
able each person absent from the place of his residence and serving in the armed 
forces of the United States or in the merchant marine of the United States, or 
who is a civilian outside the United States officially attached to and serving with 
the armed forces of the United States, who is eligible to vote in any election dis- 
trict or precinct, to vote by absentee ballot in any primary, special, or general 
election held in his election district or precinct; and in order to afford ample 
opportunity for such persons to vote for Federal, State, and local officials and to 
utilize the absentee balloting procedures of the various States to the greatest 
extent possible, the following provisions are enacted. 

[“‘Sec. 202. (a) It is recommended that the several States, in order to avoid 
expense, duplication of effort, and loss of time, shall accept, as applications for 
absentee ballots under such States’ absentee balloting laws, as applications for 
registration under such States’ election laws, and as sources of information to 
implement State absentee balloting laws, the form of post card (when duly exe- 
cuted by a person to whom this title is applicable) provided pursuant to section 
209 (a) of this title, as amended, or pursuant to section 203 of this title prior to 
its amendment. 

[‘(b) It is recommended that the several States waive revistration of the per- 
sons to whom this title is applicable who, by reason of their service, have been 
deprived of an opportunity to register. 

[“(c) It is reeommended that the States make provision for persons eligible to 
register and qualified to vote, who have been honorably discharged from the 
armed forces too late to register at the time when, and at the place where, registra- 
tion is required, to vote at the election next ensuing after their discharge. 

[‘‘Sec. 203. (a) It is recommended that the secretary of state of each of the 
several States, upon receipt of any such post-card application, promptly forward 
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it to the proper county, city, or other election official or officials in order that the 
request for an absentee ballot may be acted upon as expeditiously as possible. 

{‘‘(b) It is recommended that the several States cooperate, to the end that 
county, city, or other election officials be authorized and instructed, upon receipt 
of an application made upon such a post card, to mail promptly to the voter 
making the application, if legally permissible under the laws of the State, a suitable 
absentee ballot, including therewith a self-addressed envelope for the use of the 
voter in returning the ballot and any instructions to govern the use of such ballot 
and envelope. 

[‘‘Sec. 204. (a) It is recommended, so that the envelope in which the ballot is 
sent to a person to whom this title is applicable, and the envelope supplied for the 
return of the ballot, may be identified by the Post Office Department and other 
authorities as carrying an election ballot, that there be printed across the face of 
each such envelope two parallel horizontal red bars, each one-quarter inch wide, 
extending from one side of the envelope to the other side, with an intervening 
space of one-quarter inch, the top bar to be one and one-quarter inches from the 
top of the envelope, and with the words ‘Official Election Balloting Material— 
Via Air Mail’, or similar language as prescribed in State law, between the bars; 
that there be printed in the upper right corner of each such envelope, in a box, the 
words ‘Free of U. 8. Postaze, Including Air Mail’; and that all printing on the 
face of each such envelope be in red. It is also recommended that there be 
printed in red in the upper left corner of each State ballot envelope an appropriate 
inscription or blanks for return address of sender (State or local election officials, 
or voter, as the case may be). 

[‘‘(b) lt is reeommended, in order to minimize the possibility of physical adhe- 
sion of State balloting material, that the gummed flap of the State envelope 
supplied for the return of the ballot be separated by a wax paper or other appro- 
priate protective insert from the remaining balloting material, and, because such 
inserts may not prove completely effective, that there also be included in State 
voting instructions a procedure to be fellowed by absentee voters in instances of 
such adbesicn cf the balloting material, such as a notation of the facts on the back 
of any such envelope, duly signed by the voter and witnessing officer. 

[‘‘(c) It is recommended, in order to minimize action necessary to be taken by 
the voter and to assure legible and proper address, that each envelope supplied 
for the return of a State absentee ballot be preaddressed by State or local election 
officials insofar as possible. 

[‘‘(d) It is recommended that the several States, in order to save postage and 
to assist in the air transport of absentee voting material being sent to persons to 
whom this title is applicable, reduce in size and weight of paper, as much as possible 
envelopes, ballots, and instructions for voting procedure so that such State bal- 
loting unit will not exceed in weight the total of one ounce and in dimension four 
and one-eighth inches by nine and one-half inches. 

[‘‘Sec. 205. (a) It is recommended that, in the case of States in which no 
provision is made, either on the envelope or separately, for sending with the ab- 
sentee ballots a printed form to be used by a voter for the purpose of establishing 
his legal right to vote, appropriate action be taken to have printed and enclosed 
with absentee ballots mailed in response to applications received on the post cards 
hereinbefore referred to, a form for the signature and oath or affirmation of the 
voter; and it is suggested that a form substantially as follows would be appropriate 
for such purpose: 


C“OATH OF ELECTOR FOR VOTING IN THE 
ELECTION TO BE HELD ON 
[‘‘I do hereby swear (or affirm) that— 
(‘‘(1) Lam a citizen of the United States; 
[‘‘(2) The date of my birth was ; 
((3) For years preceding this election my home (not military) 
residence has been 


(County) 


C‘‘(State) 
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[‘‘(4) I am serving (check appropriate blank)— 
“‘(a) in the armed forces of the United States ) 
““(b) in the merchant marine of the United States__._. ( ) 
“(e) as a civilian outside the United States officially 
attached to and serving with the armed forces 
OU Gi Een CIOs 6 core nepewnnas oo aaa ( ); and 
[‘‘(5) I have not voted and do not intend to vote in this election at any address 
other than the above; and that I have not received or offered, do not 
expect to receive, have not paid, offered, or promised to pay, con- 
tributed, offered, or promised to contribute to another, to be paid or 
used, any money or other valuable thing as a compensation or reward 
for the giving of a vote at this election, and have not made any promise 
to influence the giving or withholding of any such vote. 


. 
’ 
’ 


(‘Voter must write his usual signature here 
and oath must be administered and attested. 

[‘‘Subscribed and sworn to before me this day of 

“e 
. c“Com 
missioned officer not below the rank of 
sergeant, or petty officer, or other person 
authorized to administer and attest this 
oath, shall write his name here. 
se 
(‘Officer or other person signing above shall 
print his rank, rating, or title clearly here. 

[‘‘(b) It is recommended, with respect to oaths required by State law in 
connection with applying for and voting by State absentee ballot by persons to 
whom this title is applicable, that the States authorize such oaths to be admin- 
istered and attested by any commissioned or warrant officer, noncommissioned 
officer not below the rank of sergeant, or petty officer, in the armed forces of the 
United States or any member of the merchant marine of the United States desig- 
nated for this purpose by the Administrator of the War Shipping Administration. 

[‘‘Sec. 206. (a) It is recommended that there be included in State voting 
instructions for persons to whom this title is applicable an express instruction, if 
legally permissible under the laws of the State, to the effect that the absentee 
voter, in marking his ballot, may use pencil, pen, crayon, or any other suitable 
method for indicating his intention, and that States, the existing laws of which 
would be violated by compliance with such an instruction, cause necessary 
changes to be made in their election laws. 

[‘‘(b) It is recommended that State voting instructions be expressed in simple 
terms and not by use of words of the statute alone. 

[‘‘Sec. 207. It is recommended that, in States where the absentee ballot will 
not be available for mailing to persons to whom this title is applicable at least 
forty-five days prior to any primary, general, or special election, such States 
cause to be made such changes in the election laws of their States as will lengthen 
such time. 

[‘‘Sec. 208. It is recommended that each secretary of state furnish by regis- 
tered mail to the Secretary of War, the Secretary of the Navy, the Secretary of 
the Treasury, and the Administrator of the War Shipping Administration, at 
least ninety days in advance, information as to primary, special, and general 
elections within the State at which persons to whom this title is applicable may 
vote by absentee ballot. The information furnished by the secretaries of state 
should contain substantially the following: 


[‘‘sTaTEe oF 
“1. Date of election 


“2, Type of election (general, special, or primary) 
[3. Name or names of governmental units to which it applies 


[‘4. (a) Officers to be elected . 
[‘‘(b) Constitutional amendments or other proposals to be voted upon 


[“5. Which of the following may vote at this election: 
““(a) Members of the armed forces 
““(b) Members of the merchant marine 
“(c) Civilians outside the United States officially attached to 
serving with the armed forces 
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[‘‘6. (a) From which of the following is the Federal post-card application 
acceptable as an application for a ballot: 
(1) Members of the armed forces 
““(2) Members of the merchant marine 
“(3) Civilians outside the United States officially attached to and 
serving with the armed forces 
[‘‘(b) What action is it necessary for the applicant to take if the post card is 
not acceptable as an application 


“8 Earliest date the ballot will be mailed 


“7. Earliest date State will receive application 
“9 Last day ballot may be received back to be counted 


} Secretary of State, 
[‘‘Dated [‘‘State of 
FEROS oincx du cuea. 


[COOPERATION WITH THE STATES 


[‘‘Sec. 209. (a) In order to afford an opportunity for persons to whom this 
title is applicable to vote for Federal, State, and local officials and to utilize State 
absentee balloting procedures to the greatest extent possible, the Secretary of 
War, the Secretary of the Navy, the Secretary of the Treasury, and the Adminis- 
trator of the War Shipping Administration, as may be appropriate, shall cause 
to be printed an adequate number of post cards for use in accordance with the 
provisions of this title and shall, wherever practicable and compatible with 
military or merchant-marine operations, cause such post cards to be made available 
to each person absent from the place of his residence and serving in the armed 
forces of the United States or in the merchant marine of the United States, or 
who is a civilian outside the United States officially attached to and serving with 
the armed forces of the United States, for use for any general election at which 
electors for President and Vice President or Senators and Representatives in 
Congress are to be voted for, such cards to be made available outside of the 
United States not later than August 15 prior to the election, and within the United 
States not later than September 15 prior to the election. The post cards referred 
to shall also, wherever practicable and compatible with military or merchant- 
marine operations, be made available to such persons at appropriate times for use 
gencral elections other than those referred to above and in primary and special 
ele:tions. 

[‘‘(b) Upon one side of the post card shall be printed the following: 


[‘‘Secretary of State, or other appropriate official within the State of 
m—— [‘‘(1) I hereby request an absentee ballot to vote in the coming 
(general) (primary) (special) election. 
(‘‘(Strike out inapplicable words) 
[‘‘(2) I am a citizen of the United States, serving— 
“in the armed forces of the United States._.........---- 0 
“in the merchant marine of the United States_____-_--- 
“as a civilian outside the United States officially attached 
to and serving with the armed forces of the United States. 0 
([‘‘(3) I was born 
C“(Day (Month) 
[‘‘(4) For ____.___ years preceding the above election my home (not mili- 
tary) residence in the above State has been ___._._.-.._------- 
(‘‘(Street and number or rural route) 
------------- To the best of my 
(County) 
knowledge, my voting precinct or district is 
[‘‘(5) Mail my ballot to the following service (or merchant marine) address 


(“FILL OUT EVERY ITEM 








C‘‘You must both print 
and sign your name 


“(Sign here) 
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“If this card is used 
in applying for a pri- 
mary ballot (but not 
otherwise), state be- 
low choice of party: 


C‘(Commissioned or warrant officer, noncommissioned officer not 
below the rank of sergeant, or petty officer, or other person author- 
_ = —— and attest this oath, writes his name and rank 
or title here) 


[‘‘(c) Upon the other side of the post card shall be printed in red the following: 














(‘‘Name and complete 
military, naval, or merchant [‘‘Free of U.S. postage 
marine address including air mail 











C“OFFICIAL ELECTION BALLOTING MATERIAL— 
VIA AIR MAIL 
a ee a eee 
(‘Secretary of State of 


C‘‘(Home State) 


{‘‘(d) In lieu of and interchangeably with the post cards referred to, the Secre- 
taries of War, Navy, and Treasury and the Administrator of the War Shipping 
Administration may continue to make available, and the persons to whom this 
title is applicable may continue to use, post cards provided under section 203 of 
this title prior to its amendment until the existing supply thereof is exhausted. 

[‘‘Sec. 210. (a) It shall, wherever practicable and compatible with military or 
merchant-marine operations, be the duty of the Secretary of War, the Secretary 
of the Navy, the Secretary of the Treasury, the Postmaster General, and the 
Administrator of the War Shipping Administration, as may be appropriate to 
cooperate with appropriate State officers and agencies in transmitting to and from 
persons to whom this title is applicable, making applications therefor to their 
several States, such absentee ballots, and envelopes to be used in connection 
therewith, as may be provided under the laws of the several States for the use of 
such applicants, and to cooperate in the execution by such applicants of oaths in 
connection with such ballots. 

['‘(b) The Secretary of War, the Secretary of the Navy, the Secretary of the 
Treasury, the Postmaster General, the Administrator of the War Shipping 
Administration and other appropriate authorities shall, so far as practicable and 
compatible with military or merchant-marine operations, take all reasonable 
measures to facilitate transmission, delivery, and return of post cards, ballots, 
envelopes, and instructions for voting procedure, mailed to and by persons to 
whom this title is applicable pursuant to the laws of the several States, whether 
transmitted by air or by regular mail. Ballots executed outside the United 
States shall be returned by air, whenever practicable and compatible with military 
or merchant-marine operations. 

[‘‘Sec. 211. Whenever practicable and compatible with military or merchant- 
marine operations, the Secretaries of War, Navy, and Treasury, and the Adminis- 
trator of the War Shipping Administration, as may be appropriate, shall cause to 
be made available to persons to whom this title is applicable so much of the infor- 
mation referred to in section 208 of this title as may be received from a secretary 


of state. 
C‘TITLE Ill 
[‘voTiInG SAFEGUARDS 


[“Src. 301. (a) Every individual concerned with the administration of this 
Act shall take all necessary steps to prevent fraud, to protect voters against 
coercion of any sort, and to safeguard the integrity and secrecy of ballots cast. 
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[‘‘(b) It shall be unlawful for any commissioned, noncommissioned, warrant, 
or petty officer in the armed forces of the United States (1) to attempt to influence 
any member of the armed forces to vote or not to vote for any particular candidate, 
or (2) to require any member of the armed forces to march to any polling place or 
place of voting, but nothing in this Act shall be deemed to prohibit free discussion 
regarding political issues or candidates for public office. 

[‘‘(c) No act done in good faith under this Act by a member of the armed 
forces of the United States, an officer or employee of the War Shipping Adminis- 
tration, or a member of the merchant marine of the United States, in the exercise 
of his judgment as to what was practicable and compatible with military or mer- 
chant-marine operations, shall constitute a violation of any provision of law pro- 
hibiting offenses against the elective franchise. 


[‘‘TAKING OF POLLS PROHIBITED 


[‘‘Sec. 302. (a) No person within or without the armed forces of the United 
States shall poll any member of such forces, either within or without the United 
States, either before or after he shall have executed any ballot under any State 
law, with reference to his choice of or his vote for any candidate for any of the 
offices authorized to be voted for by the use of the aforesaid ballot nor state, pub- 
lish, or release any result of any purported poll taken from or among the members 
of the armed forces of the United States or including within it the statement of 
choice for or of votes cast by any member of the armed forces of the United States 
for any of the offices authorized to be voted for by the use of the aforesaid ballot. 

[‘‘(b) The word ‘poll’ is defined as any request for information, either verbal or 
written, which by its languaze or form of expression requires or implies the neces- 
sity of an answer, where the request is made with the intent of compiling the result 
of the answers obtained, either for the personal use of the person making the re- 
quest, or for the purpose of reporting the same to any other person, persons, 
political party, unincorporated association or corporation, or for the purpose of 
publishing the same orally, by radio, or in written or printed form. 

[‘‘(c) Any person not a member of the armed forces of the United States who 
violates the provisions of this section, either within or outside of the United States, 
shall, upon conviction thereof, be fined not more than $1,000 or imprisoned for not 
more than one year, or both. 


C‘TITLE IV 
[DEFINITIONS 


[‘‘Src. 401. As used in this Act— 

[‘‘(a) The term ‘secretary of state’ shall include such other official in any State 
wherever an official other than the secretary of state is the appropriate State official 
to carry out any function vested in the secretary of state under this Act; 

[‘‘(b) The term ‘United States’ used geographically includes only the territorial 
limits of the several States of the United States and the District of Columbia; and 

[‘‘(c) The term ‘members of the merchant marine of the United States’ means 
persons (other than members of the armed forces) employed as officers or members 
of crews of vessels documented under the laws of the United States, or of vessels 
owned by the United States, or of vessels of foreign-flag registry under charter 
to or control of the United States, and persons (other than members of the armed 
forces) enrolled with the United States for employment, or for training for em- 
ployment, or maintained by the United States for emergency relief service, as 
officers or members of crews of any such vessels; but does not include persons so 
employed, or enrolled for such employment or for training for such employment, 
or maintained for emergency relief service, on the Great Lakes or the inland 
waterways. 

(‘FREE POSTAGE 


[‘‘Sec. 402. Official post cards, ballots, voting instructions, and envelopes 
referred to in this Act, whether transmitted individually or in bulk, shall be free 
of postage, including air-mail postage, in the United States mails: Provided, That 
in order to be entitled to free air-mail postage under this Act, a State balloting 
unit, composed of ballot, voting instructions, and envelope or envelopes, must 
not exceed in weight the total of one ounce, 
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(‘ADMINISTRATION 


(Sec. 403. The Secretaries of War and Navy shall be responsible for the 
administration of this-Act with respect to members of the armed forces and 
civilians outside the United States officially attached to and serving with the 
armed forces; but the Secretary of the Treasury shall be responsible for the ad- 
ministration of this Act with respect to members of the Coast Guard who are 
operating under the Treasury Department and civilians outside the United States 
officially attached to and serving with the Coast Guard. The Administrator of 
the War Shipping Administration shall be responsible for the administration of this 
Act with respect to members of the merchant marine of the United States. Any 
of the officers specified above may delegate to one or more of the others, with his 
or their consent, any of his functions under this Act. 


[‘‘sePARABILITY 


[‘‘Sec. 404. If any provision of this Act or the application of such provision 
to any person or circumstance shall be held invalid, the validity of the remainder 


of the Act and the applicability of such provision to other persons or circumstances 
shall not be affected thereby. 


{‘‘acT TO BE CONSTRUED LIBERALLY 


[‘‘Sec. 405. The provisions of this Act shall be construed liberally in order to 
effectuate its purposes.’ ] 


ACT OF SEPTEMBER 29, 1950 
(64 Stat. 1082) 
CAN ACT 


{To provide a more effective method of delivering applications for absentee ballots to servicemen and 
certain other persons 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first sentence of section 209 (a) of the 
Act entitled ‘‘An Act to provide for a method cf voting, in time of war, by mem- 
bers of the land and naval forces absent from the place of their residence”, ap- 
proved September 16, 1942, as amended, is hereby amended by striking cut “‘cause 
such post cards to be made available to each person” and inserting in lieu thereof 
“cause such post cards to be delivered in hand to each person’’.J 


ACT OF SEPTEMBER 29, 1950 


(64 Stat. 1083) 
CAN ACT 


CTo amend the Act of September 16, 1942, as amended, so as to facilitate voting by members of the Armed 
Forces, and certain others, absent from their places of residence 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 204 (d) of the Act of September 16, 
1942 (Public Law 712, Seventy-seventh Congress), as amended (50 U. S. C., 
sec. 324 (d)), is hereby amended to read as fcllov:s: 

“(d) It is recommended that the several States, in order to minimize costs 
and promote speed in the transporting of absentee voting material being sent to 
persons to whom this title is applicable, reduce in size and weight of paper, as 
much as possible, envelopcs, ballots, and instruct’ons for voting procedure.” 

(Sec. 2. Section 402 of such Act, as amended (50 U.S. C., sec. 352), is hereby 
amended by striking out the following: ‘Provided, That in order to be entitled 
to free air-mail postage under this Act, a State balloting unit, composed of ballot, 
voting instructions, and envelope or envelopes, must not exceed in weight the 
total of one ounce’’.} 

O 
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Ist Session No. 21 





CONSIDERATION OF H. R. 3005 





Ferrvuary 7, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 133] 


The Committee on Rules, having had under consideration House 


Resolution 133, report the same to the House with the recommenda- 
tion that the resolution do pass, 
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SPECIAL STUDY MISSION TO CUBA 


REPORT 


BY 


HON. ALBERT P. MORANO, CONNECTICUT 


OF THE 


COMMITTEE ON FOREIGN AFFAIRS 
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FOREWORD 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C., February 3, 1955. 
This report was submitted to the Committee on Foreign Affairs 
February 1, 1955, by a special mission which undertook a study in 
November 1954 of economic and other conditions in Cuba in the 
context of United States-Cuban relations. 


The findings in this report are those of the special study mission 
and do not necessarily reflect the views of the membership of the 
Committee on Foreign Affairs. 


James P. Ricuarps, Chairman. 
m1 
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Mr. Morano, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[Pursuant to rule XI of the Rules of the House of Representatives] 


I. INTRODUCTION 


This report is based on a 1,200-mile trip of the special study mission 
by automobile and train through Cuba. It is based almost entirely on 
personal observations, conversations, and survey. The special’study 
mission departed from the United States on November 23, 1954, and 
returned on December 1. 

The purpose of the mission was to make a study of economic and 
‘other conditions in Cuba in the context of United States-Cuban 
relations. 

The special study mission held a press conference, entirely in 
Spanish, with representatives of the Cuban press in Habana on 
November 30, 1954. Among the newspapers represented were the 
following: 

Diario de la Marina Alerta 
El Mundo Pueblo 
Informacion Manana 
Diario Nacional Excelsior 


El Crisol El Pais 


The reception accorded to the study mission by the Cuban press 
was magnificent. The following day the newspapers all bannered or 
front-paged in full detail the substance of the conference. 

Editorials which appeared in Diario de la Marina and El Mundo 
on December 2, 1954, reflect substantially the attitude of the Cubans 
on the basic problem of sugar and highlight the necessity for a 
sympathetic understanding of the problem of sugar in Cuban-United 
States relations. A translation from Spanish to English of these 
editorials has been included in this report (see Findings and Recom- 
mendations, pp. 10-14). 
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Il. BACKGROUND 


The Republic of Cuba, the “Pearl of the Antilles,” came into 
existence as an independent nation on May 20, 1902, some 3 years 
after the end of the war with Spain in which the United States helped 
Cuba in its quest for independence. Relations between the United 
States and Cuba have always been especially close. Cuba has leased 
to the United States the important naval base at Guantanamo, 
Since 1903 Cuba and the United States have granted preferential 
tariff rates to each other. Cuba was the first nation to enter into 
a reciprocal trade agreement with the United States under the Recip- 
rocal Trade Agreements Act of 1934. 

Cuba consists of the island of Cuba, the Isle of Pines and numerous 
smaller islands. The Republic is divided into six provinces: Pinar 
del Rio, Habana, Matanzas, Las Villas, Camaguey and Oriente. It 
is the largest of the West Indian islands with an area of 44,164 square 
miles, about the size of Pennsylvania or Virginia. At its nearest point 
to the United States it is only 90 miles south of Key West, Fla. The 
island extends 760 miles from end to end and is only 25 to 100 miles 
wide. The eastern end is 15 miles from Haiti and less than 600 miles 
from the mainland of South America. The western tip is 130 miles 
from the Yucatan Peninsula, Mexico. It lies squarely across the 
entrance to the entire Gulf of Mexico and also across the northern 
approach to the Caribbean Sea and the Panama Canal. Thus, Cuba 
has a strategic location important to the defense of the United States 
and of the entire hemisphere. 
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Ill. SUGAR—KEY TO_RELATIONS WITH CUBA 


The production and export of sugar constitutes the main pillar of 
the economic structure of Cuba. Sugar controls directly and indirectly 
the economic level of the Cuban population. The tremendous impor- 
tance of the sugar industry to the Cubans is demonstrable from the 
fact that the income derived directly from sugar production has 
recently been approximately one-third of the total national income. 
From 1949 to 1952 the percentage of total income borne by the sugar 
income rose from 30.8 percent to 34 percent. 

More than a half million people are employed each year in the sugar 
mills and plantations and many thousands of other employees perform 
the commercial operations relative to the export of sugar. Sugar 
cane is grown in virtually every part of Cuba. 





LOCATION Of SUGARCANE ACREAGi IN CUBA 
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Cuban sugar exports to the United States involve more than 
agricultural commodities and products in international trade. The 
fallacy in the past has been to think of the sugar problem from a purely 
economic point of view. But the problem transcends the economic. 
It involves the very lifeblood of our good partner, Cuba. In other 
words, it involves the essence of the foreign relations of Cuba with the 
United States. Therefore, the manner in which the United States 
handles the question of Cuban sugar exports has a direct impact on 
other aspects of American foreign policy toward Cuba. 

Cuba is usually in about sixth place among all nations as an overall 
market for exports from the United States. To illustrate this point, 
Cuba is our best world market for wheat flour, butter, bacon, hams and 
shoulders, filberts, onions, chickpeas, dried beans, and many fruits and 
vegetables. In most years, Cuba is our first market not only for rice, 
the country’s most popular food grain and its most valuable import 
item, but lard as well. 

Cuba is one of the world’s largest producers of sugar, supplying 
one-fifth of the world total, as well as its biggest exporter of sugar. 
Present-day Cuban sugar production is handled by a number of large 
sugar mills known as centrales. Today 161 such units operate. 
Most of the cane is grown by independent farmers (colonos), usually 
under contract for sale and delivery to specific centrales. 
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In 1926 United States nationals owned 77 of the 176 active mills 
producing 62.7 percent of the sugar; currently, United States interests 
own 41 of the 161 mills, producing approximately 43 percent of the 
sugar, and Cubans own most of the rest. 


A. THE SUGAR ACT OF 1948, AS AMENDED 


The Sugar Act, through a system of quotas, subsidies, and an excise 
tax, regulates the production, marketing, and importation of sugar in 
the United States. The Sugar Act will expire December 31, 1956, 
unless extended by the Congress. The objective of the act is to main- 
tain a healthy and competitive sugar industry of limited size, to as- 
sure adequate sugar supplies to consumers at reasonable prices and to 
promote our general export trade. ‘Title II of the act, called Quota 
Provisions, directs the Secretary of Agriculture to make an estimate 
in December for the following year of the quantity of sugar needed to 
meet the ‘consumption requirements” of continental United States. 
The Secretary may revise the estimate up or down at any time dur- 
ing the year. The Secretary must also determine requirements for 
local consumption in Hawaii and Puerto Rico as well as for the United 
States mainland, so that the general price and marketing objectives 
will be the same in these markets. This estimate becomes the total 
of the quotas for all areas supplying the United States with sugar dur- 
ing the year. By making the estimate larger or smaller, the Secre- 
tary can and does exert a marked influence over the price of sugar in 
the United States relative to prices in other countries. 

After the Secretary has determined requirements, each domestic 
and foreign producing area supplying this country with sugar is 
assigned a quota representing its share of the market. Under the 
1948 act, as amended, ‘‘fixed’’ quotas are established for the domestic 
sugar-producing areas and for the Republic of the Philippines and 
‘variable’? quotas for Cuba and foreign countries other than Cuba 
and the Republic of the Philippines. The quotas for the domestic 
areas and for the Philippines total 5,421,000 tons, raw value. The 
quotas for Cuba and “other foreign countries” vary each year accord- 
ing to the amount that the Secretary’s sugar determination exceeds the 
total of the fixed quotas. The Cuban quota is 96 percent of this 
remainder or 33 percent of the current United States consumption. 
All other foreign countries are allotted 4 percent of the excess over the 
fixed quotas. This amount is divided among these countries in pro- 
portion to the average imports from such countries in the years 1948 
to 1950. Quotas fixed under the Sugar Act are as follows: 

Domestic areas: Tons, raw value 
1, 800, 000 

500, 000 

1, 052, 000 

1, O80, 000 

12, 000 


4, 444, 000 
Philippines _ - - - - - Pe eee te a ca a eae eee So a ee eee 2 eS 977, 000 


Re er. bie eo ee ee sea eee Ee 5, 421, 000 


Cuba: 96 percent of consumption requirements above 5,421,000 tons. 


Other foreign countries: 4 percent of consumption requirements above 
5,421,000 tons. 
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For 1954, the initial quota was 8 million tons and final quotas 
8,250,000 tons. On December 21, 1954, the Secretary of Agriculture 
set sugar quotas for 1955 totaling 8,200,000 short tons. He indicated 
that revisions later probably would raise this to 8,500,000. 

Sugar quotas in tons as set by the Secretary, with the comparative 
final totals, are as follows: 





Initial 1955; Final 1954 Initial 1955 | Fina] 1954 


quota quota! quota quota! 





Domestic beet 1, 800, 000 4 800, 000 | Dominican Republic. - - 27,605 28, 131 
Mainland cane 500, 000 500, 000 FE] Salvador-__- 4, 136 4,214 
Hawaii 1, 052, 000 1,052,000 || Haiti_- CF ERIE TSX 2, 671 2, 722 
Puerto Rico 1, 080, 060 1, 080, 000 i Mexico Romahadehnall 11, 445 11, 664 
Virgin Islands_.__- 12, 000 12,000 || Nicaragua_.............-.] 7, 823 7,973 
yee 977, 000 974,000 || Peru_. SEE SA 51, 922 52, 912 
3) a ee ies 2, 667, 840 2,718,720 || Other countries_........- 5, 558 














! Exclusive of a total deficit allocation of 10,500 tons. 


Since the United States reimposed sugar quotas in January 1948, 
the quantity of sugar producers in Cuba have been permitted to send 
to the United States for consumption here has been as follows: 

Quantity, short Quantity, short 
Year: tons raw value | Year—Continued tons raw value 
oe OTST SET 2, 940, 467 952 3, 025, 295 
REVI P RSA Se 3, 092, 976 95: 2. 759, 281 
3, 265, O88 95: 2) 718, 720 
BES Bae a ea ie 2) 947, 175 
The United States tariff on sugar is as follows: 


Rate per 100 pounds on 
Country of origin: raw sugar 


PMUMNGRS 6 5S kc _. Free until Jan. 1, 1956. 


; Ap cae De gat aes _.._. 50 cents. 
Other countries... fe Uae) aed. © Ce eee 


The United States subsidy to sugar growers in domestic areas is 
80 cents per 100 pounds, raw value. This, added to the 50 cents per 
100 pounds, raw value tariff on sugar from Cuba, amounts in effect 
to $1.30 subsidy to domestic growers. 


B. UNITED STATES POLICY CONSIDERATIONS 


There are two sugar markets—the United States market and the 
world market. Cuba sells approximately half of its sugar to the 
world market and the other half to the United States market. 

The world sugar market is regulated by the International Sugar 
Agreement of October 1, 1953, which replaced the 1937 agreement to 
meet the market changes in sugar production and trade which resulted 
from World War II. The United States and Cuba, together with 
other major producing and consuming sugar countries, are parties to 
the agreement. The purpose of the agreement is to establish and 
maintain an orderly relationship between the supply and demand for 
sugar in the world market in a manner equitable to both producers 
and consumers. By regulating exports in accordance with world 
import requirements, it was intended to eliminate the wide price 
fluctuations injurious to both producers and consumers, and to raise 


—_ sugar prices which in 1953 had declined to an extremely low 
evel. 
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The agreement has little effect on trade of sugar in the United States. 
Marketings of sugar in the United States from both domestic and 
foreign countries are now, as pointed out above, regulated by the 
provisions of the Sugar Act of 1948, as amended, the objectives of 
which are consistent with those of the International Sugar Agreement. 
The Sugar Act makes it possible for the Secretary of Agriculture to 
maintain the price of sugar in the United States market more or less 
independent of world-market prices. The price in the United States 
currently is about 2 cents per pound higher than that of the world 
market. 

The major benefit accruing to the United States from participation 
in the international agreement is that such participation contributes 
to the stability of the world sugar market and thus can make an 
important contribution to economic progress and political stability in 
countries largely dependent on sugar. Should the world sugar market 
collapse, this would have serious political and economic consequences 
in Cuba. 

In 1953, Cuba imported from the United States products and goods 
valued at $427 million, thus maintaining its place as our sixth most 
important export market. United States exports to Cuba cover a 
wide range of farm and factory products, as indicated by the following: 


Value of United States exports to Cuba in 1953 

Value (in 

Food products: thousands) 
Rice_ _- $58, 817 
Lard _- ii és pie 18, 278 
Meat and meat products_ _ - 9, 189 
Wheat flour___--. ; . 8, 502 
Beans, dry, ripe - : ; : , doz 
Other grains and preparations (other than rice and wheat flour) - - - 6, 351 
Vegetables__- -- , 695 
Fruits__- ---- remaw ne ; 8, 240 
Dairy products__- 2, 620 
ther 3. = <- Taye : : 3, 859 


PMR ate ae cna ee 36, 883 
Other farm products, except fibers_- : ; 8, 424 


Textiles: 
Cotton, manufactured and unmanufactured. 
Synthetics- --- - -- . ; 
Other _- ; 


Wood and paper----- 
Petroleum and other nonmetallic minerals 
Metals and manufactures, except machinery 


Machinery and vehicles: 
Electrical machinery and apparatus-_- 
Automobiles, trucks and buses- g 
Industria] machinery __- 
Other 


Tetal. . ..+- je BS trees = 
Chemicals and related products ; ake ae iz 447 
RA POIINE so orn rae oho Sea eee ae ager 5 perie 254 





exp 
of s 
Geo 
Con 
iron 
to t 


crea 
requ 
Cub. 
loco) 
Unit 
of lo 

Tl 
into 
Unit 
Unit 
sugal 
their 
abov 
every 

It 
findit 
does 
enter 
duein 
Cuba 
sugar 
of th 
the Cc 

Du 
impre 
(TOp - 
ment 
rrowt 
crow) 
of the 
did n 
quest; 





n 
eS 
in 
in 


es 


et el a ee en |) 
cits *] 





q 
By 


SPECIAL STUDY MISSION TO CUBA 7 


Products exported to Cuba are produced in every section of the 
United States. The Cuban market is vital to the continued prosperity 
of rice growers and processors in Louisiana, Texas, Arkansas, Missis- 
sippi, and California, which produce almost the entire United States 
rice crop. Farmers in such States as Iowa, Illinois, Indiana, Ohio, 
Missouri, and Minnesota, which rely on lard exports for a large part 
of their income, send their lard to Cuba and other countries. In 
1951, Cuba took nearly 15 percent of all the cotton manufactures 
exported from the United States, thus contributing to the prosperity 
of such textile manufacturing States as North and South Carolina, 
Georgia, Alabama, Virginia, Tennessee, Texas, Massachusetts, and 
Connecticut. The United States sells to Cuba large quantities of 
iron, steel, and other metal products, the export of which is important 
to the economy of Michigan, Ohio, Illinois, Pennsylvania, New York, 
and New Jersey. 

During July 1954, the Consolidated Railroads of Cuba placed a 
$7 million order for 51 diesel electric locomotives with the General 
Motors Electro-Motive Division’s plant near La Grange, Ill. The 
order, which is stated to be the largest of its kind, received by the 
division for export, is cited as an example of foreign trade helping to 
create mutual prosperity for both the United States and Cuba. It 
required the export of roughly 70,000 tons of raw cane sugar from 
Cuba to the United States to make possible the $7 million purchase of 
locomotives from the United States. Thousands of employees in the 
United States were provided with work because of the interchange 
of locomotives and sugar. 

The important point which United States foreign policy must take 
into account is that since Cuba pays for most of its purchases of 
United States exports with the proceeds of its sales of sugar to the 
United States, any reduction in the United States quota for Cuban 
sugar will, by the very law of economics, compel Cubans to reduce 
their purchases of United States products, such as those enumerated 
above. Such a reduction on imports by Cuba would affect almost 
every State of the Union. 

It should continue to be our policy to encourage and assist Cuba in 
finding ways and means of reducing her dependence on sugar. This 
does not mean producing less sugar, but rather developing additional 
enterprises, by expanding existing and creating new industries pro- 
ducing sugar byproducts. This is of prime importance, because 
Cuba is beset by a high degree of instability due to the nature of the 
sugar industry. Every year there is a long “dead season” when most 
of the sugar workers are unemployed and the capital equipment of 
the centrales remains idle. 

During its extended trip through Cuba the study mission was 
impressed with the fact that most of the farms are dedicated to one 
crop—sugar or tobacco or cattle or coffee. The seasonal unemploy- 
ment inherent in the sugar industry, together with the fact that the 
growth of the Cuban economy has not kept pace with the needs of a 
growing population, point up the necessity for greater diversification 
of the Cuban economy wherever feasible. While the study mission 


lid not have an opportunity to make an extensive study of this 
(uestion, the problem was discussed with many Cubans from all 
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levels. The consensus was that what is needed is a comprehensive 
plan for economic development. But this cannot emerge unless the 
Cubans themselves press foward on this problem at all fronts and 


can count on United States encouragement and support, both at the 


governmental and private capital level. 
The United States in recent years has bought approximately 60 
percent of Cuba’s exports, and Cuba has bought approximately 75 


percent of its imports from the United States. 


CUBAN-UNITED STATES TRADE 


(1915 = 1955) 
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Another factor which must be considered in formulating a sound 
foreign policy toward Cuba is United States private investment in 
Cuba. American direct investments in Cuba totaled $642.4 million 
at, the end of 1950 making Cuba the fourth most important country 
in the world for such United States investment, preceded only by 
Canada, the United Kingdom, and Venezuela. The general structure 
of this total was as follows: 


; Io % ace 
Investment group Millions of | Percentage 


} dollars of total 
es ee — ————— —— _ — ee oe ee — = —— 
rransportation, communications, and public utilities_- : 270. 5 42.0 
Agriculture... . } 263.0 41.0 
Manufacturing a | 54.2 8.4 
Petroleum __ Zi. } 20.4 3.2 
Distribution and miscellaneous. are | 34.3 5.4 
Total_. “ “ . a — " a oe eee ae eee 642. 4 


It is estimated that United States indirect or portfolio investments 
in Cuba totaled about $65 million at the end of 1950. 

As already pointed out, 41 of Cuba’s 161 active sugar mills are 
owned and operated by American interests. These currently account 
for approximately 43 percent of Cuba’s sugar crop. United States 
interest is also substantial in electric power, radio and _ television, 
telephone and telegraph systems, railroads, and banks. As stated 
in a Department of Commerce study on private investment, which 
was made pursuant to the provisions of the Mutual Security Act: 

The most important of the factors which have tended to limit diversified United 
States investment in Cuba are labor conditions, which result in high-unit pro- 
duction costs, and, to a lesser extent, taxation policies, the “sugar psychology,” 
and transportation deficiencies. 





IV. FINDINGS AND RECOMMENDATIONS 


From the very beginning of her independence, Cuba has maintained 
a close solidarity with the United States. By historic tradition, by its 
geography, by its economic interest and by its love for freedom, Cuba 
is firmly linked to the United States. This solidarity was reflected 
during World War II when Cuba continued to export her sugar to the 
United States despite the fact that the United States price was well 
below that of the world market. In the United Nations, Cuba has 
played a most constructive and useful role. She has been a consistent 
supporter of the free world and has been a stanch leader in siding with 
the United States. 

Cuba is the gateway to Latin America. In some respects, United 
States relations with Cuba act as a barometer of United States-Latin 
American relations in general. The problem of Cuban sugar exports 
to the United States, therefore, assumes an important role in the over- 
all problem of hemispheric relations. 

Cuba is the fourth most important country in the world for 
United States private investment, which at the end of 1950 totaled 
$642,400,000. Forty-one of Cuba’s active sugar mills are owned and 
operated by American interests which currently account for approxi- 
mately 43 percent of Cuba’s sugar crop. These are factors which 
must be considered in formulating a sound foreign policy toward Cuba. 

It is recommended that the House Foreign Affairs Committee should 
take a greater and more active interest in the Cuban sugar problem 
since it contains elements affecting the security and political complex- 
ion, not only of Cuba, but of other Latin American Republics as well. 
Thus, the problem goes to the very root and substance of United 
States foreign policy toward Latin America. 

The study mission is of the opinion that any reduction by the United 
States in Cuba’s basic sugar-import quota in 1955, or any modification 
of the Sugar Act, as now agitated by domestic sugar interests, un- 
doubtedly will have an immediate and adverse impact on the general 
economy of Cuba. Such a reduction can only aggravate the current 
recession caused by successive cuts in production of a crop (sugar 
which furnishes about 89 percent of Cuba’s exports in terms of dollars. 
Thus a decline in export dollars earned by Cuba plus an increase in 
the local production of agricultural items formerly imported, must, of 
necessity, be reflected in decreased exports from all those sectors of the 
United States which export agricultural products and manufactured 
goods to Cuba. On the other hand, increased exports of sugar by 
Cuba to the United States would enable the Cubans to purchase 
increased quantities of many United States farm and factory products. 

It therefore is an incongruity for the United States, on the one hand, 
to support a program of technical assistance which is intended, in the 
language of the Act for International Development, to “aid the efforts 
of the peoples of economically underdeveloped areas, to develop their 
resources and improve their working and living conditions,” while on 
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the other hand we fail to recognize the dependence which the entire 
economy of the country has on sugar. Any appreciable cut at this 
time in the production or exportation of sugar by Cuba could create 
an acute economic crisis that would have widespread social and 
political consequences and would result in an appreciable fall in the 
standard of living. This is a matter which should be carefully con- 
sidered. 

As recognized by the Cubans themselves, instability is the outstand- 
ing characteristic of the Cuban economy because of its basic depend- 
ence on the exportation of a single product: sugar. Thus, it is essen- 
tial, particularly in view of Cuba’s steadily increasing population, that 
efforts to diversify the Cuban economy should be given top priority 
in any plan for alleviating some of the adverse effects caused by fluctua- 
tions in the sugar markets and world sugar prices. However, sugar 
production should not and need not be sacrificed to diversification. 

What is needed is a comprehensive plan for economic development. 
While the United States technical assistance program is based on re- 
quests from cooperating countries, in the case of Cuba the United 
States should through mutual discussions at the Government and 
business level emphasize this necessity. Further, the United States 
should be prepared to back such a plan through both governmental 
means and private American capital. 

In this connection, the study mission points out that the uncer- 
tainty inherent in United States sugar legislation enacted for relatively 
short periods makes for a disturbing influence and renders it difficult 
for Cuba (and indeed for other producers for the United States market) 
to plan programs of economic development essential to their welfare. 
There is thus a need for a more stable base for commercial relationships 
between the two countries over a more extended period. An excellent 
start in this direction would be to extend the Sugar Act, which is due to 
expire December 31, 1956, until 1966 and preserve Cuba’s historic 
position in the United States market. 

There follow translations into English from editorials which ap- 
peared in leading Cuban newspapers, indicating the reaction of the 
Cuban press to the press conference held by the special study mission 
in Habana on November 30, 1954. The views expressed in the edi- 
torials typify the strong feeling of the Cubans on the importance of 
sugar in Cuban-United States relations: 


[Editorial from Diario de la Marina, Cuba, December 2, 1954] 


REPRESENTATIVE MoraANo AND His Reauistic APPROACH TO QUR 


Economic 
PROBLEM 


Mr. Albert P. Morano is a distinguished Member of the United States House of 


Representatives. He is visiting in Cuba in order to learn in person and at first- 
hand the situation of our economy in its relation to the United States. He is a 
member of the House Committee on Foreign Affairs and as such is making an 
official study of the matter. 
This fact alone should be reason for satisfaction to the mind of the Cuban people, 
who are trying to put this problem on the realistic basis of genuine reciprocity in 
‘uban-American dealings so we will not aspire through wishful thinking to more 
than is due us in all fairness, commercially and socially or face decreased parity 
which would harm our interests. He urges that the present parity be taken as a 
basis for correction which will make our economy permanently capable of con- 
tinuing to be one of the first markets for North American exports and not, however, 
under the erroneous concept of our being a country philanthropically protected by 
the United States market, but, on the contrary, a customer who will purchase 
practically everything from its neighbor country—for whom it is desirable, above 
all, to accelerate and safeguard the former’s purchasing power. 
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Representative Morano has been so kind as to make interesting statements 
along these lines to the Diario, which appeared in our previous issue. In sum- 
mary, he said: That any reduction of our sugar quota made by bis country 
would have repercussions on our economy. That the decrease of dollars in our 
hands and the increase in production of certain agricultural products for our own 
consumption would oceasion a proportionate decrease in the exportation of North 
American goods to Cuba. 

The principal exports to Cuba are generally agricultural and manufactured 
products. It is our view, as well as the national and rational view of our country, 
that if nonexporters to Cuba fight to reduce our sugar quota in that market, it 
would be only natural and logical for exporters to our country to challenge the 
former, not out of romantic love for their Cuban neighbor, but out of a very 
practical and lawful love for an increase in North American exports and the 
corresponding profits for the various exporters to our market. 

Not long ago we were commenting on statements made by responsible Cubans 
in behalf of a campaign of warning these exporters. The great influence of public 
opinion in the United States is well known. This public opinion should be 
advised, therefore, to come to the aid of a customer of its national economy which, 
despite the smallness of its territory and its still small population, occupies sixth 
place among the largest consumers of North American products. It makes us 
stop and think, to consider whether or not the Cubans might be able to better this 
standing if, instead of haggling over what we should have, we were properly 
encouraged. 

It is to be hoped that the United States, in view of its good relations with Cuba, 
would help us to free our economy from periodic and dangerous crises and from its 
painful subjection to legislative incidents. When one of those legislative attacks 
occurs, it results in instability and possible lack of confidence in the Cuban in- 
terests, even in those of the common people, since the aftermath of any economic 
eclipse leaves its mark on the masses. 

For all these reasons, the presence of Representative Morano among us has 
made a good impression, who, for the very reason that he is a member of the Com- 
mittee on Foreign Affairs of the House in Washington, has tactfully found it de- 
sirable to make a firsthand study, on the ground, of the commercial traffic between 
our two countries, of the financial and social implications of a blundering national! 
policy of his country with regard to ours and of the possible and vital benefits of a 
policy of stimulation of the Cuban economy through intelligent aid. 

It is not surprising that competitors of Cuban sugar in the United States de- 
claim against the right which we have to a liberal preference. Neither should we 
wonder at the failure of the attempt to impugn our traditional rights of yesteryear 
and today. What is strange, however, is that United States regional or group 
interests should commit such an error that goes against the general great and 
permanent interests of their own Nation; since if they should succeed in taking 
away from us the dollars, which we spend to the last cent for importing products 
from their country, they would be ruining a wonderful customer for their national 
products. The deficit resulting from such undesirable conduct, would, as seen 
from the overall viewpoint of world economy, make it difficult to find the very 
necessary substitute which could fill at least a part of this void. 


[From El Mundo, Cuba, Dec. 2, 1954] 
PLAIN TALK 
INDIFFERENCE 


(By Carlos M. Lechuga) 


Albert P. Morano, who yesterday defended the economic interests of Cuba at 
a press conference, does not belong to any Cuban opposition group, nor will he 
become a member of any legislative committee of the National Progressive 
Coalition. Morano is the Republican Representative to the Congress in 
Washington from the State of Connecticut. 

It is necessary to make this plain, because the logical thing would have been 
for one of our own politicians here, or responsible organization of our national 
parties, to have taken the necessary and constructive steps for the purpose of 
neutralizing the attacks being delivered daily against our island economy by 
influential North American spokesmen. 
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When we commented a week ago on the statements of the Democratic Senator 
from Louisiana, Mr. Ellender, in which he announced his opposition to the increase 
of the sugar quota for Cuba, we stated that the functions of political offices in 
civilized countries go beyond merely electoral matters, and we urged the leaders 
of our parties to take action in order to save our standard of living from being 
wrecked. Specifically, we suggested, among other things, the use of wire services 
to familiarize the North American readers with the Cuban points of view, and 
thus not leave ourselves unprotected in the face of the public opinion of our 
neighbor country, which plays a vitally important role in that country. 

Representative Morano, a member of the Committee on Foreign Affairs of the 
United States House of Representatives, said yesterday—and today millions of 
North Americans know it—that any reduction made by his country in the sugar 
quota for Cuba would decrease the economic power of this country and, conse- 
quently, its capacity to purchase from the United States of America, which 
would, in turn, suffer the consequences in its agriculture and industries which 
would then sell less to Cuba. 

He explained that his policy is designed to defend the Cuban quota because it 
was the basis of obtaining dollars that would be used in the United States itself 
for the purchase of agricultural and industrial products. 

The Connecticut legislator, assuming a role properly befitting a Cuban politician, 
said even more. He stated that Cuba should not confine its economic prosperity 
to a single line, like sugar, and that steps should be taken to diversify its sources of 
production, with a trend toward the greater use of sugar products. 

And, as if to accentuate the contrast between his interested presence and the 
indifferent absence of the political leaders of our country, Morano threw out this 
magnificent, clear, and perfectly logical idea: The Cubans should take action to 
explain, in the broadest possible manner, to the North American people the 
reasons which make it advisable to maintain its sugar quota, because it would 
benefit both nations, for a campaign of this nature should not be exclusively 
entrusted to a single individual. 

The failure to take action, on the part of the political parties in power is dis- 
heartening, embroiled as they are in personal and political controversies, their 
targets low. They are incapable of planning a policy comprising the entire com- 
plexity of the island problem. They confine themselves, every one of them, in 
their lust for power for power’s sake, to a policy of little historic worth. 

The warm and intelligent defense of our economy, in addition to being a duty, 
whether one is a member of the administration or of the opposition party, provides 
a good opportunity for politicians to take advantage of the actual attacks made 
against Cuban interests and to come to their rescue by raising their prestige a 
little, a prestige which had sunk practically to zera, thanks to their obstinacy, 
their “do nothingness’”’ and incapacity to act. 

The North American Congressman, without intending to 4o so, has given us a 
lesson which, God grant, may be a profitable one to our own distinguished com- 


patriots. 

The study mission points out that recently Cuban Government 
officials have become increasingly aware of the necessity for pursuing 
a more active policy in telling the story of Cuba and Cuban sugar in 
the United States. (See appendix.) However, the study mission feels 
that more vigorous action in this direction would be in the mutual 
interest of the United States and Cuba. 

The special study mission is convinced of the need for a greater 
use of the mechanism of the congressional study mission to foreign 
countries. A workable foreign policy must rest squarely on the 
recognition of the dual responsibility vested in the executive and 
legislative branches. It is the responsibility of the House Foreign 
Affairs Committee to supplement information received from the execu- 
tive branch through firsthand observation overseas by its own 
membership. 

More and more foreign countries are becoming increasingly aware 
of the important role of the Congress in shaping the foreign policy 
of our Nation. Congressional study missions abroad, far from being 
an encroachment upon the normal functions of our diplomatic mis- 
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sions abroad, constitute rather the legitimate and necessary fulfillment 
of a heavy and costly responsibility. This responsibility requires fre- 
quent implementation if the Congress is to work effectively with the 
executive branch toward the attainment of a unified foreign policy. 
Members of the Foreign Affairs Committee, and of other appropriate 
committees having related foreign affairs responsibilities, cannot legis- 
late in a vacuum and should not rely only on executive testimony, 
reports and memoranda, however accurate and well intentioned they 
may be. However, such material when coupled with supplementary 
information obtained by congressional study missions abroad can 
materially benefit the legislative process and the attainment of a 
unified foreign policy. 

It is recommended that the President appoint a special representa- 
tive to Latin America with the rank and status of ambassador, whose 
function it will be to consider United States-Latin American relations 
in the broad context of the best interests of the hemisphere. It would 
be his function to circulate among the countries of Latin America as 
special circumstances might warrant. It would be his job to explain 
clearly and quickly the policy of our country should that policy be 
open to serious question or misunderstanding or should it need special 
emphasis. He would not, of course, replace our ambassador to a 
particular Latin American country but would rather speak for all our 
ambassadors to Latin America, in a sense, on matters affecting all of 
Latin America. Appointment of such a special representative would 
strengthen and buttress the action of a United States ambassador in a 
particular Latin American country through affording additional sup- 
port at the highest level. It would give clarity to United States 
foreign policy in the area and would remove the confusion which fre- 
quently results from conflicting statements made from time to time 
by various United States representatives on particular United States 
policies. Furthermore, such an appointment would give greater 
impetus to United States fulfillment of mutually desirable objectives 
sought by hemispheric conferences and meetings and would strengthen 
the position of the United States representative to the Organization of 
American States. 

AutBertT P. Morano, 
Special Study Mission to Cuba. 
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APPENDIX 


Unirep Strates-Cusan Economic CONVERSATIONS 
(Department of State press release No. 654, November 18, 1954) 


The delegations of the United States and Cuba on November 17; 
1954, concluded conversations begun on November 8 concerning 
economic and commercial relations between the two countries. The 
conversations were initiated at the request of the Government of 
Cuba. Upon conclusion of the conversations, both Governments 
summarized their views in the following memorandum: 


In the course of the meetings held from the Sth to the 17th of November 
between delegations from the Governments of the United States and Cuba, a 
preliminary study has been made of matters concerning the economic and com- 
mercial relations between both countries. 

As previously agreed upon by both Governments, the purpose of these dis- 
cussions was to gather all the necessary facts and to analyze them so that the 
United States and Cuban Governments might continue their efforts to find ways 
and means that will permit the economic relations between the two countries 
to develop in a mutually satisfactory manner. It was not the intention to 
endeavor to reach at this time definite agreements of solutions for all the matters 
which were to be discussed. 

The Cuban delegation expressed the view in broad terms that a lack of balance 
exists in the trade relations between the two countries, pointing out that the 
advantages granted by Cuba give the United States a dominant position in the 
Cuban market which is not adequately compensated by the share allotted to 
Cuba in the United States market, particularly with regard to sugar. The 
Cuban delegation stressed that Cuba’s increase in population and the need to 
provide employment for its people require the development of new industrial, 
agricultural, and commercial activities to supplement sugar production, which 
by itself is not sufficient completely to satisfy the needs of the Cuban people. 

Stating that Cuba’s sugar exports to the United States are the main justification 
for the concessions granted to Ameriean agricultural and industrial preducts in 
the Cuban market, and underscoring Cuba’s historical role in supplying sugar to 
the American market, the Cuban delegation requested that Cuba be granted the 
right to supply 50 percent of the sugar consumption requirements of the United 
States. It also requested that 22 percent of Cuba’s sugar exports to the United 
States be in direct consumption sugar, as originally established in the sugar 
legislation of 1934. It further requested that the Cuban share in’ the United 
States sugar market be regulated by an agreement which would give stability 
to the industry and complement the American domestie sugar legislation. 

The United States delegation confirmed the recognition by the Cuban delega- 
tion that the executive branch has no authorization to commit the United States 
Congress to any ecurse of action. It pcinted out that since 1934 the Ccngress 
of the United States has enacted comprehensive legislation centrolling producticn 
cf sugar in the United States and the importation of sugar from foreign countries. 
The Cuban delegation was assured that its views would be given detailed study by 
responsible officials of the executive branch in the light of the importance to 
Cuba of its participation in the American sugar market and the difficult situation 
that Cuba is facing regarding its cverall sugar exports. The Cuban delegation 
was also assured that Cuba’s vital interest in the American market, as well as 
the substantial interest of the United States in its export trade with Cuba, would 
be taken fully into account. 

The supply of Cuban minerals to the United States, particularly manganese, 
was the subject of careful study. The Cuban delegation requested that, in view 
of the full cooperation given by Cuba to the United States during the war and 
also Cuba’s strategic geographical position, the United States take the appropriate 
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measures to make possible the continued operation of Cuba’s mines, thus prevent- 
ing unemployment. 

The United States delegation recognized the contribution of the Cuban mining 
industry in World War II and during the Korean emergency. It likewise explained 
to the Cuban delegation the operation of the mineral stockpiling program of the 
United States and the difficulties presented by this program to procurement for 
stockpiling of certain minerals. 

Requests were also made by Cuba to facilitate its tobacco exports to the 
United States in order to overcome, at least in part, the difficulties which the 
agricultural and the industrial sectors of the tobacco industry are facing. Meas- 
ures were also proposed by the Cuban delegation to seek ways and means of 
facilitating the imports into the United States of Cuban fruits and vegetables, 
rum and other products, as well as to increase American tourism to Cuba. 

In connection with the need to develop and diversify Cuba’s economy, the 
Cuban delegation informed the American delegation that Cuba intends to under- 
take a technical revision of its customs tariff. Attention was also paid to the 
great importance of promoting the investment of American capital in Cuba, and 
to this end the possibility was discussed of negotiating a convention to solve the 
problems of double taxation. The different matters concerning the regulation of 
the employment and the rendering of technical services by American citizens in 
Cuba in order to promote American investments were also considered within the 
framework of Cuba’s legislation. 

For its part, the United States delegation brought up, among other things, the 
difficulties attending the operation of the rice agreement between the two coun- 
tries, the claims of American citizens pending with the Cuban Government, and 
problems arising from the operation of the General Agreement on Tariffs and 
Trade. The Cuban delegation reiterated that Cuba will continue to develop its 
production of rice within the framework of its international obligations and to 
give preference to imports of rice from the United States at low rates of duty to 
the extent necessary to satisfy Cuba’s import requirements. On the subject of 
claims the Cuban delegation expressed the intent of the Cuban Government to 


arrange for prompt settlement of those claims which have been adjudicated by, 


the Cuban courts and explained the procedures established by Cuban laws leading 
to systematic liquidation of other categories of debts of the Cuban Government. 

A general understanding was reached with regard to action which may be taken 
on a number of matters which have affected the trade between the two countries, 
including those having to do with the problems under the General Agreement of 
Tariffs and Trade. 

Each of the two delegations believes that these discussions, undertaken in an 
informal and friendly atmosphere, afforded the Governments of the United States 
and Cuba an opportunity to acquaint each other with its views on measures which 
might be taken to improve economic and trade relations between the two countries. 
Both parties have recognized throughout the discussions that many of the ques- 
tions considered do not admit of easy or prompt solutions, but both have the feel- 
ing that a high degree of mutual comprehension has been achieved, pointing the 
way toward eventual progress in correcting the conditions discussed. 
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QUITCLAIM DEED TO VINELAND SCHOOL DISTRICT, 
KERN COUNTY, CALIF. 





Fepruary 8, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Coouey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. J. Res. 107] 


The Committee on Agriculture, to whom was referred the joint 
resolution (H. J. Res. 107) to permit the United States of America to 
release reversionary rights in a 36.759-acre tract to the Vineland 
School District of the county of Kern, State of California, having 
considered the same, report favorably thereon without amendment 
and recommend that the joint resolution do pass. 


STATEMENT 


This joint resolution is identical with House Joint Resolution 550 of 
the 83d Congress which was reported favorably by this committee on 
July 21, 1954, and passed the House by unanimous consent on August 
3, 1954. The vain was not acted upon in the Senate. 

The purpose of this joint resolution is to release the legal rever- 
sionary interest of the United States in approximately 37 acres of land 
in Kern County, Calif., which was deeded to the Vineland School 
District in November 1947 for public-school purposes. The land has 
been used for public-school purposes since transfer to the school dis- 
— and apparently will continue to be used for such purposes in the 

uture. 

The land was originally part of the assets of the California Rural 
Rehabilitation Corporation and as such was conveyed to the school 
district. The United States holds the legal reversionary interest only 
because of an agreement entered into in 1953 between the Secretary 
of Agriculture and the California State Department of Agriculture, 
under which the Secretary agreed to administer the assets of the cor- 
poration as trustee, in accordance with the provisions of Public Law 
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499, 8lst Congress. The beneficial reversionary interest is in the 
State of California, which has indicated its willingness to convey its 
title to the school district. 

According to testimony presented to the committee, the reason for 
making the release of the reversionary interest is that the school dis- 
trict desires to obtain a State loan for the construction of additional 
buildings and facilities and cannot obtain such a loan as long as there 
is any reversionary provision in the school district’s title to the realty 


DEPARTMENTAL VIEWS 


Since the Secretary of Agriculture had recommended approval of 
the identical measure in the 83d Congress, the resolution was not 
referred to the Department for a report in this Congress. Following 
is the text of the letter from the Secretary of Agriculture of July 21, 
1954, recommending approval of House Joint Resolution 550, 83d 
Congress, the identical measure. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 21, 1954. 
Hon. Currrorp R. Hope, 
Chairman, Committee on Agriculture, 
House of Representatives 

Dear ConGressMAN Hope: This will reply to your request of June 30, 1954, 
for a report on House Joint Resolution 550, a joint resolution to permit the 
United States of America to release reversionary rights in a 36.759-acre tract to 
the Vineland School District of the county of Kern, State of California. 

This resolution, if enacted, would authorize release of the undivided interest 
in the reversionary rights beld by the United States in its own right in the 36.759- 
acre tract deeded to the Vineland School District and, with the written consent 
of the director of the California State Department of Agriculture, the undivided 
interest in this a see held by the United States as trustee of the assets of the 
California Rural Rehabilitation Corporation. The release of the reversionary 
rights of the Government is necessary to enable the Vineland School District to 
obtain a loan to improve and enlarge the school buildings now located on the tract. 

In the absence of the specific authorization embodied in House Joint Resolution 
550, the Farmers’ Home Administration is not legally empowered to effect a 
release of the reversionary interests in the 36,759 acres deeded to the Vineland 
School District. We understand that the purposes for which this property was 
originally granted have been, and apparently will continue to be, carried out after 
the Vineland School District secures a release of the reversionary rights to the 
United States of America. 

This Department recommends that the bill be passed. 

In view of the subsequent request we have not obtained advice from the Bureau 
of the Budget regarding the relationship of this proposed legislation to the program 
of the President. 

Sincerely yours, 
E. T. Benson, Secretary. 
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1955 DURUM WHEAT ALLOTMENTS 





Fesruary 8, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany S. 145] 


The Committee on Agriculture, to whom was referred the bill (S. 
145) to amend the wheat marketing quota provisions of the Agri- 
cultural Adjustment Act of 1938, as amended, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The purpose of this bill is to provide an inducement for farmers 
in the durum wheat area to devote part of their acreage in 1955 to 
efforts to produce class II durum wheat, the supply of which is 
critically short. This wheat is used exclusively for the manufacture 
of macaroni products and is the only wheat which can be used satis- 
factorily for this purpose. It is not used for ordinary bakery products. 

Our normal requirement for this type of wheat is about 35 million 
bushels a year. As the result of the appearance and heavy infestation 
in the past 3 years of stem rust type 15b, however, our production of 
type Il durum was reduced to 22 million bushels in 1952, about 14 
million bushels in 1953, and an estimated 5.5 million bushels in 1954. 

Because of the great risk of crop failure and the high cost of seed, 
farmers are naturally reluctant to take a chance in 1955 of planting 
type II durum on their reduced wheat acreage allotment. This bill 
authorizes the Secretary of Agriculture to allot additional acreage to 
those farmers in the durum wheat area who are willing to take the 
financial risk of planting this particular type of wheat in 1955. The 
additional acreage would not be counted in establishing future State, 
county, or farm acreage allotments. 

The production of class II durum wheat of commercial quality is 
closely related to particular climatic conditions and has been limited 
in the United States to areas in the States of Minnesota, Montana, 
North Dakota, and South Dakota. Because of the extreme shortage 
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of seed for 1955, the authority of the Secretary to allot additional 
acres for class II durum production in 1955 is limited to the area 
where past experience has demonstrated that climatic conditions are 
suitable for the production of this wheat. 

The committee points out, however, that this restriction applies 
only to the additional acres which may be allotted specifically for the 
production of class II durum and that there is nothing in this bill nor 
in the laws relating to wheat marketing quotas and acreage allotments 
which prevents any farmer, anywhere in the United States, from plant- 
ing any or all of his wheat acreage to class II durum. It also points 
out that the wheat marketing quota law provides that any farmer may 
plant and market up to a total of 15 acres of any type of wheat (in- 
cluding durum) without being subject to the marketing quota pro- 
visions. 

Enactment of this legislation was recommended by the Department 
of Agriculture in an executive communication to the President of the 
Senate and the Speaker of the House of Representatives. The text 


of the communication follows: 
DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., January 20, 1955. 
he honorable the SPEAKER OF THE House or REPRESENTATIVES. 

Dear Mr. Speaker: Enclosed for consideration by the House is a draft of a 
proposed amendment to the Agricultural Adjustment Act cf 1938, as amended. 
We believe it to be of such importance as to require immediate and favorable con- 
sideration. It is designed to increase the production of class II durum wheat, the 
supply of which is extremely short. 

It is essential that the bill be given immediate consideration and enacted as 
soon after the convening of the Congress as possible. If the amendment is to be 
effective farmers must: be informed of its provisions prior to seeding time which 
begins soon after the first of March. It is only after enactment of the proposed 
amendment that we can prepare and promulgate an effective program that will 
induce farmers to seed increased acreages of durum wheat. 

Durum wheat class IT, bas a usage substantially different than that for any 
other class of wheat because it is the source of semolina from which satisfactory 
quality macaroni products are manufactured. It is a spring wheat and is grown 
in the States of North Dakota, South Dakcta, Montana, and Minnesota. The 
supply situation with respect to durum wheat is critical, due to damage from 
stem rust race 15b. In 1952 the production of durum wheat totaled 22 million 
bushels, which was only 60 percent of the 10-year 1942-51 average production of 
37.4 million bushels. In 1953 the crop was 13.9 million bushels, and the estimate 
for the 1954 crop is only 5.5 million bushels. The normal requirement for domes- 
tie use, exports, and carryover is about 35 million bushels per year. 

These three successive crop failures have endangered the entire durum wheat 
industry both on the production and milling sides. The macaroni industry 
members report it is faced with a shrinking market due almost entirely to the 
production of an inferior product resulting from the use of classes of wheat not 
well suited for such products. 

An effort was made by the Congress in 1953 to relieve the situation by enacting 
section 4 of Public Law 290 (68 Stat. 4). Under this statute the 1954 acreage 
allotments and marketing quotas for wheat producers who had grown durum 
wheat during 1 or more of the preceding 3 years were increased to permit the 
growing cf increased acreages of durum wheat class II. Our investigation indicates 
that the program, under these provisions, has not and will not be effective because 
(1) the seeding of other spring wheat is limited to the pro rata share of the regular 
wheat allotment attributable to such spring wheat as a condition of qualifying 
for the additional allotment for durum wheat, and (2) eligibility for the additional 
allotment to produce durum is dependent upon the producers having grown durum 
wheat class II, in 1 or more of the preceding 3 years. Producers feel that the 
growing of durum wheat against the hazards of stem rust race 15b is too great to 
expect them to gamble on seeding a substantial part of their farm wheat acreage 
allotments to such class of wheat. 
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Under the proposed bill farmers would be permitted in areas capable of pro- 
ducing durum wheat, class IT, from which acceptable semolina may be produced 
for the production of satisfactory macaroni products, to grow such class of wheat 
over and above the regular farm wheat acreage allotments without regard to the 
class of wheat seeded within the allotments. The acreage permitted to be grown 
would be limited only by the total acreage of cropland on the farm well suited 
for the production of wheat. Farmers operating in the areas to be selected 
would be eligible for the increased allotments for durum wheat production regard- 
less of whether they had previously produced such wheat. The increases in 
allotments under the bill would not be considered in determining future State, 
county, and farm wheat acreage allotments. 

Although considerable increase in the acreage seeded to durum wheat could 
be expected if the proposed bill is enacted, it is not likely that the production of 
durum wheat will reach normal levels until adequate supplies of rust-resistant 
varieties of durum wheat seed are available. our such varieties of durum 
wheat, class II, have been developed and further experimentation is being con- 
dueted by the North Dakota Agricultural College and Experiment Station. 
This station is also conducting a seed reproduction program for such varieties. 
It is not expected, however, that ample seed of these varieties will become avail- 
able before 1957 

‘The proposed bill would apply to the 1955 crop only. Although the problem 
may continue for 2 to 3 years, it is felt that the situation should be reexamined 
before continuing this type of legislation beyond 1955. 

The proposal would result in a slight increase in administrative costs which 
can be absorbed within existing funds. 

Representatives of this Department will be available to assist in any way in the 
consideration by the Congress of the bill. 

A similar letter is being sent to the President of the Senate. 
We are advised by the Bureau of the Budget that from the standpoint of the 
program of the President, there is no objection to the submission of this bill. 
Sincerely yours, 
True D. Morse, 
Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italics, and existing law in which no 
change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT AcT oF 1938, as AMENDED 
Sec, 334. * * * 


(e) [Notwithstanding any other provision of this Act, if after investigation 
the Secretary determines with respect to any class or subclass of wheat that a 
substantial difference exists in the usage or marketing outlets therefor and that 
the supply of such wheat for the 1953-54 and 1954-55 marketing years with 
respect to the 1954 crop, and for the 1954-55 and 1955-56 marketing years with 
respect to the 1955 crop, will be substantially short of indicated market demands 
and carryover requirements for such wheat for such marketing years, the Secretary 
shall increase the marketing quotas and acreage allotments for such crop of wheat 
for farms which produced such wheat in one or more of the preceding three years 
to the extent necessary to make available a supply of such wheat adequate to 
meet such demands and carryover requirements. he increases in farm marketing 
quotas and acreage allotments shall be made on the basis of the acreage seeded 
to such class or subclass of wheat during the period of years considered in estab- 
lishing farm marketing quotas and acreage allotments for wheat. The additional 
acreage required by this subsection shall be in addition to the national acreage 
allotment, and shall not be used to increase the acreage allotment applicable to 
other wheat produced on farms for which such additional acreage has been 
allotted, nor shall such acreage be considered in establishing future State, county, 


and farm acreage allotments.] = Notwithstanding any other provision of this Act, 
the Secretary shall increase the farm marketing quotas and acreage allotments for the 
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1956 crop of wheat for farms located in counties in the States of Minnesota, Montana, 
North Dakota, and South Dakota designated by the Secretary as counties which (1) 
are capable of producing class II durum wheat and (2) have produced such wheat for 
commercial food products during one or more of the ten years 1945 through 1954: 
Provided, That the increase in the wheat acreage allotment for any farm shall not 
exceed the difference between the acreage of cropland on the farm suitable for the 
production of wheat and the wheat acreage allotment, if any, determined without 
regard to this subsection, and the increase in allotment shall be conditioned upon the 
production thereon of class II durum wheat. The increase in wheat acreage allot- 
ments authorized by this subsection shall be in addition to the National, State, and 
county wheat acreage allotments, and the acreage of class II durum wheat thereon 
shall not be considered in establishing future State, county, and farm acreage allotments. 


O 
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AUTHORIZING AN INVESTIGATION AND REPORT ON THE 
ADVISABILITY OF A NATIONAL MONUMENT IN BROOK- 
LYN, N. Y. 





Fesruary 14, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Encuie, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 473} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 473) to authorize an investigation and report 
on the advisability of a national monument in Brooklyn, N. Y., hav- 
ing considered the same, report favorably thereon with amendment 
and recommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 5, strike the words “at not later than March 1, 1955,” 
and insert in lieu thereof the following language: ‘‘within one year fol- 
lowing the appropriation of funds to the Department of the Interior 
for the purposes of this Act,”’. 


EXPLANATION OF THE BILL 


H. R. 473, as amended, authorizes and directs the Secretary of the 
Interior to make an investigation and submit a report thereon to the 
Congress, within 1 year following the appropriation of funds for such 
purposes, regarding the advisability of establishing a national monu- 
ment in Brooklyn, N. Y., in honor of 256 Maryland soldiers killed 
in the Battle of Brooklyn on August 27, 1776. The bill stipulates 
that the report shall include the following information: 

(1) National historical importance of such a memorial; 

(2) Nature of burial site, identity of exact site of burial, size and 
present-day conditions of site, including improvements thereon; 

(3) Complete cost for the establishment of such memorial; 

(4) Cost of maintenance of such a memorial and amount thereof 
that will be paid by the city of New York and/or the State of New 
York; and 
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(5) Recommendations. 

An identical bill passed the House of Representatives last Congress, 
by unanimous consent, but was not acted on in the Senate before 
adjournment. The report of the Department of the Interior on that 
bill is set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 23, 1958. 
Hon. A. L. Miter, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. MILER: Your committee has requested a report on H. R. 582, 
a bill to authorize an investigation and report on the advisability of a national 
monument in Brooklyn, N. Y. Such investigation would relate to the estab- 
lishment of a national monument in Brooklyn, N. Y., in honor of 256 Maryland 
heroes who fell in combat during the Battle of Brooklyn on the 27th day of 
August 1776. Under the terms of this bill, the report to the Congress which 
would be made by the Secretary of the Interior following his investigation of 
the project would include the fellowing information: (1) Netional historical 
importance of such memorial; (1) nature of burial site, identity of exact site of 
burial; (3) cost for establishment of such memorial; (4) cost of maintenance and 
amount to be paid therefor by the city of New York and/or the State of New 
York; (5) recommendations of the Secretary of the Interior. 

We have no objection to this bill. We shall be pleased to undertake the 
investigation provided for if the Congress so desires and funds are made available 
for this purpose. 

During the Battle of Brooklyn on August 27, 1776, 400 Maryland soldiers 
participated in a rear guard action protecting Washington’s army in its maneu- 
vers in that area. Two hundred and fifty-six Maryland soldiers lost their lives 
The dead were buried in trenches. According to reports, part of the bettlefield 
site is alleged to be oecupied by a paint manufacturing plant, by offices, and by 
row houses, with only small spaces of open ground, such as backyerds, available 
for investigation. For this reason, a careful histcrical and archeological investi- 
zation of the alleged burial site would have to be made in order to determine 
the exact location of the site. Our success in such an investigation would de- 
pend upon the discovery of historical documents describing in adequate detail 
the burial space of the Maryland Revolutionary heroes and, also, upon the 
willingness of the owners of the pr>perty, which may be the burial place of 
such soldiers, to permit archeologists to carry on the necessary archeological 
excavations. 

We estimate that the cost of an historical and archeological investigation would 
be approximately $3,500, provided that no attempt is made to carry on archeo- 
logical work in places that would involve the removal of buildings or other 
obstructions such as concrete pavement and similar types of construction. We 
estimate that the total cost for the making of the investigation and report that 
would be required under the terms of this bill would be approximately $10,500. 
Of this amount, $5,000 would be needed for the appraisal of land and buildings; 
$2,000 would be needed for the preparation of plans for the development of the 
area; and $3,500 would be required for historical and archeological investigation. 

H. R. 582 would require the submission of the report to the Congress ‘“‘at not 
later than March 1, 1953” (p. 1, line 5). We suggest that this language be 
revised to read as follows: “‘within one year following the appropriation of funds 
to the Department of the Interior for the purposes of this Act,”’. 

The advice which we have received from the Bureau of the Budget with respect 
to this report is as follows: 

“While there would be no objection to the submission of the proposed report 
to the committee, it is considered that the submission of an estimate of appro- 
ema for such an investigation at this time would be inconsistent with the 

udgetary objectives of the administration.” 
Sincerely yours, 
OrME LEwIs, 
Assistant Secretary of the Interior. 
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H. R. 473 has been amen 
the Department of the Interior. 
At recent hearings before the Committ 
Affairs, the Director of the National 
the Interior, stated that he believes the D 
is the same as given in the above report. 


ded to conform with the suggestions of 


ee on Interior and Insular 
Park Service, Department of 
epartment’s present position 


Enactment of H. R. 473, as amended, is unanimously recommended 
by the Committee on Interior and Insular Affairs, 
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PROVIDING THAT LANDS RESERVED TO THE TERRITORY 
OF ALASKA FOR EDUCATIONAL PURPOSES MAY BE 
LEASED FOR PERIODS NOT IN EXCESS OF 55 YEARS 





Fesruary 14, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Eneuz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 607] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 607) to provide that lands reserved to the Terri- 
tory of Alaska for educational purposes may be leased for periods not 
in excess of 55 years, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


H. R. 607 would enable the Alaska Territorial government to grant 
leases for longer periods than is now permissible on lands reserved for 
the support of schools and the University of Alaska by the act of 
March 4, 1915 (38 Stat. 1214, 1215). 

Existing law provides that leases may be granted for periods not to 
exceed 10 years. H. R. 607 would extend such periods to 55 years; 
however, the Territorial government could make leases for any lesser 
time. 

No expenditure of Federal funds would be necessitated by the en- 
actment of this proposed legislation. 

The committee is informed by Territorial officials that a longer 
leasing period would be desirable so that more of these lands could be 
put to constructive use for the benefit of the school fund and to bring 
more taxes to the Territorial government, as well as to provide addi- 
tional investment and employment opportunity. It is felt that many 
investors, while not willing to make substantial improvements on land 
which they hold under lease for only 10 years, would be disposed to 
place venture capital at work if there were sufficient time, as provided 
in H. R. 607, to amortize investments. 
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Under existing law, all of these school lands are held in trust for the 
future State of Alaska and the Territorial government has no authority 
to sell or otherwise dispose of them except through leasing provisions. 

Following is the favorable report of the Department of the Interior: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 8, 1955. 
Hon. Criatr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. EnGte: Your committee has requested a report on H. R. 607, 
a bill to provide that lands reserved to the Territory of Alaska for educational 
purposes may be leased for periods not in excess of 55 years. 

We have no objection to the enactment of the bill. 

The second proviso of the act of March 4, 1915, as amended (48 U.S. C., 1946 
edition, sec. 353), authorized the Territory of Alaska to lease the lands reserved 
by that act for the support of common schools and other public educational 
institutions in the Territory: 

‘“* * * in area not to exceed one section to any one person, association, or 
corporation for not longer than ten years at any one time.” 

H. R. 607 would permit the issuance of leases for a term of up to 55 years in- 
stead of the 10-year maximum now in effect under the 1915 act. This proposal to 
broaden the scope of the Territory’s discretion in issuing leases for lands reserved 
for the benefit of Territorial schools seems entirely proper. I believe that the 
Territory can best determine for itself the term for which its leases should be issued. 

Since we are informed that there is a particular urgency for the submission of 
the views of the Department, this report has not been cleared through the Bureau 
of the Budget and, therefore, no commitment can be made concerning the relation- 
ship of the views expressed herein to the program of the President. 

Sincerely yours, 
OrME Lewis, 
Assistant Secretary of the Interior. 


Enactment of H. R. 607 is unanimously recommended by the 
Committee on Interior and Insular Affairs. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 1 or tue Act or Marcu 4, 1915 (38 Strat. 1214) as AMENDED (48 
U. S. C., Sec. 353) 


When the public lands of the Territory of Alaska are surveyed, under direction 
of the Government of the United States, sections numbered sixteen and thirty-six 
in each township in said Territory shall be, and the same are hereby, reserved from 
sale or settlement for the support of common schools in the Territory of Alaska; 
and section thirty-three in each township in the Tanana Valley between parallels 
sixty-four and sixty-five north latitude and between the one hundred and forty- 
fifth and the one hundred and fifty-second degrees of west longitude (meridian of 
Greenwich) shall be, and the same is hereby, reserved from sale or settlement for 
the ot coh of a territorial agricultural college and school of mines when estab- 
lished by the Legislature of Alaska upon the tract granted in section two of this 
Act, Provided, That where settlement with a view to homestead entry has been 
made upon any part of the sections reserved hereby before the survey thereof in 
the field, or where the same may have been sold or otherwise appropriated by or 
under the authority of any Act of Congress, or are wanting or fractional in quan- 
tity, other lands may be designated and reserved in lieu thereof in the manner 
provided by the Act of Congress of February twenty-eighth, eighteen hundred 
and ninety-one (Twenty-sixth Statutes, page seven hundred and ninety-one): 
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Provided further, That the Territory may, by general law, provide for leasing said 
land in area not to exceed one section to any one person, association, or corporation 
for not longer than [ten] fifty-five years at any one time: And provided further, 
That the entire proceeds or income derived from said reserved lands, are hereby 
appropriated and set apart as separate and permanent funds in the Territorial 
treasury, to be invested and the income from which shall be expended only for the 
exclusive use and benefit of the public schools of Alaska or of the agricultural 
college and school of mines, respectively, in such manner as the Legislature of 
Alaska may by law direct. 

Notbing in this Act shall affect any lands included within the limits of existing 
reservations of or by the United States, or lands subject to or included in any 
valid application, claim, or right initiated or held under any laws of the United 
States unless and until such reservation, application, claim, or right is extin- 
guished, relinquished, or canceled. 

All deposits of oil, gas, oil shale, phosphate, sodium, and potassium in the re- 
served lands together with the lands containing such deposits shall be subject 
to disposition under the Mineral Leasing Act of February 25, 1920 (41 Stat. 
437), as amended, and all deposits of coal in the reserved lands together with the 
lands containing such deposits shall be subject to disposition under the Alaska 
Coal Leasing Act of October 20, 1914 (38 Stat. 741), as amended. Ninety per 
centum of the entire proceeds or income derived by the United States from any 
disposition of the minerals in the reserved lands under the mineral leasing laws, 
as herein provided, are hereby appropriated for payment to the Territorial treas- 
ury, Where such sums shall be set apart as permanent funds, to be invested and 
the income expended for the same purposes and in the same manner as herein- 
before provided for. The other ten per centum of the entire proceeds or income 
shall be deposited in the United States treasury as miscellaneous receipts. 

Any person qualified to hold an oil and gas lease who had first filed in point of 
time and had pending on January 15, 1953, an offer or application for an oil and 
gas lease for any lands subject to this Act, which lands on said date were within 
the limits of a unitized area created by unit agreement approved by the Secre- 
tary of the Interior and which lands on the date the application for an oil and 
gas lease was filed were not situated within the known geologic structure of a 
producing oil and gas field, shall have a preference right over others to an oil and 
gas lease of such lands. 

Upon the transfer to any future State erected out of the Territory of Alaska of 
title to any of the reserved lands, the provisions of this amendment shall cease 
to apply to the reserved lands title to which is so transferred. Any lease, permit, 
or contract made pursuant to this amendment which is in effect at the time of 
any such transfer of title to the lands covered by the lease, permit, or contract 
shall not be terminated or otherwise affected by such transfer of title; but all 
right, title, and interest of the United States under such lease, permit, or con- 
tract, including any authority to modify its terms and conditions that may have 
been retained by the United States, shall vest in the State to which title to the 
lands covered by the lease, permit, or contract is transferred. 

The Secretary of the Interior is hereby authorized to make all necessary rules 
and regulations in harmony with the provisions and purposes of this Act for the 
purpose of carrying the same into effect, including such provisions as he may 
deem equitable to assure compensation of surface lessees for damages to crops or 
improvements on, or impairment of the surface utilization of, the reserved lands 
by the holder of a mineral lease, or contract issued under this Act: Provided, 
That such damages, if any, may be subject to judicial review. 


O 
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Mr. Cetter, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3828] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3828) to adjust the salaries of judges of United States courts, 
United States attorneys, Members of Congress, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to provide for an increase 
in the annual salaries of justices and judges of the United States 
courts, Members of Congress, United States attorneys and their 
assistants, and also to permit a discretionary adjustment in the 
salaries of the staffs of the committees of Congress. 


HISTORY OF THE LEGISLATION 


Legislation, particularly bills providing for increases in judicial 
salaries and others, has been before the Congress on numerous past 
occasions. However, with the exceptions of the United States 
attorneys and their assistants, none of the legislation has been enacted 
into law. This committee, in the 8Ist and 82d Congresses, con- 
ducted hearings on legislation to increase judicial salaries. In the 
83d Congress the Senate Committee on the Judiciary reported favor- 
ably the bill S. 1663 to increase the salaries of the judges of the United 
States courts, Members of Congress, and the United States attorneys 
and their assistants. ‘That legislation, however, was not acted upon 
in the Senate, 
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Public Law 220, 83d Congress, 1st session, established a enon 
on Judicial and Congressional Salaries to make an overall stud 
the problem of congressional and judicial salaries. The mem 
of the Commission were selected in equal numbers from the principal 
segments of the American economy; namely, agriculture, labor, 
business, and the professions. These 18 Commission members were 
aided by 9 advisory members, 6 of whom were Members of the 82d 
or 83d Congress, and 3 of whom were members of the Federal judiciary. 
The Commission approached its task with a definite purpose; namely, 
to establish the complete and true facts surrounding the problem. 
It held extensive open hearings at which it heard testimony from 
individuals in all walks of life. The testimony covered over 800 
pages and included, in addition, many resolutions and other data 
which had been submitted to it. Beside the testimony adduced at 
the hearings, the Commission had the benefit of reports from the 
various task forces established within it and which made exhaustive 
and detailed analyses of the various facets of the problem. In its 
report, the Commission noted that there was overwhelming support 
for substantial increases in salaries for Federal judges and ‘Mem ers 
of Congress. It stated that while there had been some opposition to 
the increases, those in favor of them preponderated by a substantial 
majority. 

In its findings and conclusions on judicial and congressional salaries, 
the Commission set forth the following: 

(1) Have not kept pace with the growth of the duties and responsibilities of 
these offices; 

(2) Are too low compared with salaries paid for similar ability and less responsi- 
bility in private enterprise; 

(3) Have lagged behind while salaries of other Federal officials were being 
adjusted upward; 

(4) Are, and for a long time have been, grossly inadequate; 

(5) T end to confine these important positions to persons of independent wealth 
or outside earnings; 

(6) While no exact formula exists, standard job evaluation criteria and stand- 
ards historically applied indicate what are fair and reasonable amounts; 

(7) The net cost to the Government of the recommended increases is smal! 
related to the immense benefit to the public welfare—$4,527,302 for Members of 
the Congress and $2,981,491 for Federal judges, an aggregate ‘of one one-hundreth 
of 1 percent of the Federal budget; 

(8) Present methods of payments of official expenses of Members of the Con- 
gress are antiquated and unrealistic. 

The following table sets forth a comparison between the amounts 
recommended by the Commission and those provided for in the bill 
H. R. 3828: 





Commission’s| Provisions 
recommen- of 
dation H. R. 3828 





Chief Justice of the United States 

Associate Justices of the Supreme Court of the United States 

Vice President of the United States-- 

Spee of we House of OP ERE:.. 
embers of Congress... 

Judges of the U. 8. Court of Ay ypeals.. 

Judges of the U. 8. Court of Claims 

Judges of the Tax Court of the United States 

Judges of the Court of Military Appeals 

Judges of the U. S. Court of Customs and Patent Appeals 

Judges of the U. 8. Customs Court 

Judges of the United States district courts (including the United States dis- 
trict courts for the districts of Hawaii and Puerto Rico, the district court 
for the Territory of Alaska, and the district court of the Virgin Islands) ---.. 


$35, 500 
35, 000 
35, 000 


25, 000 
25, 000 
22, 500 
25, 000 
25, 000 
22, 500 
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$35, 500 
35, 000 
35, 000 
35, 000 
22, 500 
25, 000 
25, 000 
22, 500 
25, 000 
25, 000) 
22, 500 


22, 500 
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In recommending these increases to the Congress, the committee, 
while it took cognizance of the Commission’s studies and recommenda- 
tion, is of the opinion that the lesser amounts recommended by the 
committee are more in line with the realities of the situation. The 
committee’s recommendations are approximately a $5,000 reduction 
from those of the Commission. 

In addition to the data already mentioned, the committee sub- 
mitted its consideration of the legislation with hearings conducted by 
the Senate Judiciary Committee in the 83d and the present Congress, 
not only on the problem of congressional and judicial salaries, but also 
with regard to salaries of United States attorneys and their assistants. 


PROPOSED INCREASE OF JUDICIAL SALARIES 


The bill provides for an increase in the salaries of the Chief Justice 
and the Associate Justices of the Supreme Court, the judges of the 
United States Courts of Appeals, the judges of the United States 
Court of Customs and Patent Appeals, the judges of the United 
States Court of Claims, the judges of the Court of Military Appeals, 
judges of the United States district courts, including those of the 
Virgin Islands, Alaska, and the Canal Zone, the judges of the United 
States Customs Court, and the judges of the District Court of the 
United States. 

The present salaries which this legislation would increase were 
fixed by the act of July 31, 1946 (60 Stat. 716). These salaries as 


fixed by that act and those to be established by the proposed legislation 
are as follows: 








Present Proposed 
salaries salaries 
IT nnn II CRON sc scents shsagepsatpnpicion bbesoresmbnentioowel $25, 500 $35, 500 
Associate Justices of the Supreme Court. .............2.22..2. 22 een eee ne ee 25, 000 35, 000 
Judges of the United States Courts of Appeals................-.2..22.2.22..e 17, 500 25, 000 
Judges of the United States Court of Claims...................-............. 17,5 25, 000 
Judges of the United States Court of Customs and Patent Appeals.......... 7, 500 25, 000 
Judges of the Court of Military Appeals. ..............222.-.2222..-2.22 eee 17, 500 25, 000 
Judges of the United States district courts. .....................-........-... 15, 000 22, 500 
Chief Judge of the United States District Court for the District of Columbia_. 15, 500 23, 000 
Judges of the United States Customs Court.................---.-2-2--- 15, 000 2, 500 
Judges of the district courts of the Virgin Islands, Alaska, and the Canal Zone. 15, 000 22, 500 
Judges of the Tax Court of the United States..........2.2..222-.2 ek 15, 000 22, 500 











The history of the Federal judiciary salaries is set forth in Senate 
Report No. 262 (83d Cong., Ist sess.), and states as follows: 


HISTORY OF FEDERAL JUDICIAL SALARIES 


The history of Federal judicial salaries has been as follows: Prior to 1911 the 
salary of the Chief Justice of the United States was $13,000;? in that year it was 
raised to $15,000; in the same year the salaries of the Associate Justices were 
raised from $12,500 to $14,500.5 In 1926 the salary of the Chief Justice was 
raised to $20,500 and the salaries of the Associate Justices to $20,000.4 Until 
1891 the salaries of the district judges varied in the several districts.§ In that 

2 For salaries prevailing from 1903 to 1911, see 32 Stat. 825 (1903). 

#36 Stat. 1152 (1911), 


* 44 Stat. 919 (1926). 
* Rev. Stat. 554 (1878). 
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year a uniform salary of $5,000 was fixed. This was increased in 1903 to $6,000.’ 
and in 1919 to $7,500.85 In 1891 the salary of the judges of the circuit courts of 
appeals was fixed at $6,000. This was increased in 1903 to $7,000 and in 1919 
to $8,500." In 1926 the salaries of the judges of the United States circuit courts 
of appeals, including the justices of the United States Court of Appeals for the 
District of Columbia, were fixed at $12,500; * those of the judges of the United 
States Court of Customs and Patent Appeals and of the Court of Claims, at 
$12,500; ” those of the judges of the United States district courts, including the 
District Court of the United States for the District of Columbia, at $10,000, except 
that of the chief justice of the District Court of the United States for the District 
of Columbia which was fixed to $10,500; " the salaries of the judges of the United 
States Customs Court were fixed at $10,000." 

The salaries of the judges of the District Courts of Hawaii, Puerto Rico, and 
Alaska were fixed by amendments to the respective Organic Acts at $10,000 in 
1926," and in 1946 at $15,000." The salary of the judge of the District Court of 
the Virgin Islands was fixed in 1928 at $7,500; © in 1940 at $10,000; * and in 1946 
at $15,000." In 1946 the salaries of the judges of all the other lower Federal 
courts as well as the salaries of the Chief Justice and of the Associate Justices of 
the Supreme Court were fixed as set forth in the compilation printed at the begin- 
ning of this memorandum.’ As stated, the salary of the judge of the District 
Court of the Canal Zone is fixed by the statutes referred to in note 1, supra, which 
are still in effect, at the same rate as that paid to judges of the United States 
district courts generally. The salaries of the judges of the Tax Court of the 
United States were fixed in 1924 at $7,500.% This was increased in 1939 to 
$10,000 * and in 1946 to $15,000.22 The salaries of judges of the Court of Military 
Appeals were fixed at $17,500 when the court was created, to put them on a par 
with judges of the circuit courts of appeals. 


PRESENT FEDERAL JUDICIAL SALARIES COMPARED WITH THOSE IN OTHER COURT 
SYSTEMS 


In England the Lord Chancellor, who is the highest judicial officer, receives an 
annual salary of £10,000 (approximately $40,000 at the present depreciated rate 
of exchange). The presiding judge of the Supreme Court of New York, Appellate 
Division, First and Second Departments, receive an annual salary of $31,500; the 
associate judges receive salaries of $30,000. The chief judge of the Court of Ap- 
peals of New York receives $35,000 plus $3,000 expenses, and the associate judges 
receive $32,500 plus $3,000 expenses. The justices of the Supreme Court of New 
York, the trial court of general civil jurisdiction, in the large metropolitan areas, 
including New York County, receive salaries of $28,000 a year. The judges of the 
Court of General Sessions of New York, the trial court of general criminal jurisdic- 
tion, receive $28,000 a year in the large metropolitan areas, including New York 
County. The chief justice of the Supreme Court of New Jersey receives $25,000 
a year and the associate justices of that court receive $24,000 a year. The judges 
of the superior court, the trial court of general jurisdiction, receive $20,000 a year. 
The chief justice of the Supreme Court of Pennsylvania receives $25,500 a year, 
while the associate justices receive $25,000. The judges of the Court of Common 


6 26 Stat. 783 (1891). 

Since the establishment in 1891 of uniform salaries for district judges, it has been recognized “that it is 
impossible to make and pass a bill fixing graduated salaries and paying different compensations to judges o! 
the same class because of geographical or other reasons. 

“The mind of the bar association and that of all persons interested in the present bill recognizes the fact 
that a flat advance is aJ] that can be accomplished. This is justified because today, under the law governing 
the appointment and assignment of judges to diffe-ent localities and districts, judges of our Federal! courts 
are like a mobile army that can be moved here and there and assigned to work distances probably (far) from 
their home district. Al) this favors the creation of a flat increase that shall be the same in every district 
throughout the United States.” The quotation is from p. 3 of H. Rept. 232, 69th Cong., Ist sess, (1926). 

732 Stat. 825 (1903). 

6 40 Stat. 1156 (1919). 

926 Stat. 826 (1891). This was the compensation of the then circuit piece proper, which was fixed at 
$6,000 in 1871, 16 Stat. 494, The circuit courts were abolished in 1911, Judicial Code, c. 13, 289, 36 Stat. 1167. 

10 32 Stat. 825 (1903). 

ui 40 Stat. 1157 (1919). 

8 44 Stat. 919 (1926). 

13 44 Stat. 919 (1926), 

4 60 Stat. 716 (1946). 

1b 45 Stat. 

6 54 Stat. 

17 60 Stat. 

1860 Stat. 

43 Stat. * 

® 53 Stat. 159 (1939). 

& 60 Stat. 716 (1946). 
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Pleas of the State of Pennsylvania, Philadelphia and Allegheny Counties, a trial 
court of general civil jurisdiction, receive salaries of $18,500 a year. 

In recommending the proposed incteases in judicial salaries, your 
committee took into consideration many factors. At the outset, the 
responsibility of the Federal judiciary, as it functions under the 
Constitution and laws of the United States, is second to none. In 
recent years, that responsibility has increased by leaps and bounds. 
The tremendous increase in the volume, the importance, and the 
variety of litigation in the Federal courts has been tremendous. 

In order to carry out the responsibility imposed upon the Federal 
judges the qualifications and personal attributes required of the 
judges demand men of outstanding ability and character. The knowl- 
edge which the litigation necessitates because of the complexity of 
the work has been constantly growing. 

In addition, the workload of the judges in the Federal courts is 
startling. The demands which it has made upon time and health 
have increased. 

If the Federal judiciary is to maintain its traditional and well- 
earned place of merit and honor in our system of government, it must 
continue to attract and hold men of ability and character at all times. 
The records before the committee clearly indicate that at the present 
salary level not only do men of this type resist serving in the Federal 
judiciary, but that incumbents are forced to give up their judicial 
capacities in order to adequately provide for their families. The 
compensation which is earned in the private practice of law by men 
possessing eligibility for judicial office far exceeds not only the present 
income of the Federal judges, but even that proposed by this 
committee. This committee is mindful of the prestige and honor 
that accompanies service in our Federal courts and it is also cognizant 
that there are certain minimum necessities which must be met in 
a for a man to make the financial sacrifice to serve as a Federal 
judge. 

Since the last increase in judicial salaries in 1946, the cost of living 
has increased. According to the published figures of the Department 
of Labor based upon a 1935-39 average as 100, the figure for December 
1939 was 99.6 and for December 1954 it was 191.1. In addition, these 
salaries have declined because of taxes. As an example of what this 
means in real purchasing income, if district judges obtain the salary 
as recommended by the committee, it would give them in terms of 
1939 dollars a net spendable salary of $8,895 as compared witb the 
1937 spendable salary of $10,000. 


PROPOSED INCREASE OF CONGRESSIONAL SALARIES 


The bill would provide for an annual salary of $22,500 for each 
Member of Congress, including Members of the Senate and the House 
of Representatives as well as the Delegates from Alaska, Hawaii, and 
Puerto Rico. The present annual compensation of those officials is 
fixed at $12,500 a year and in addition thereto there is a $2,500 tax- 
able expense allowance. This latter figure is not affected by the pro- 
posed legislation, so that under the proposed bill, together with the 
existing expense allowance, the gross annual income for a Member of 
Congress would be $25,000. The legislation also provides for an 
increase in the compensation of the Speaker of the House of Repre- 
sentatives and the Vice President by the sum of $5,000 each. 
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Senate Report No. 25 of the 84th Congress, Ist session, to accom- 
pany S. 462, contains the following history of congressional salaries: 


HISTORY OF CONGRESSIONAL SALARIES 


Prior to the enactment of February 26, 1907 (34 Stat. 994), the basic compensa- 
tion of United States Senators, Representatives in Congress, and Territorial 
Delegates was $5,000 per year (14 Stat. 323 (1866)). The Speaker of the House 
received $8,000 (14 Stat. 323 (1866)). However, on March 8, 1873, the 42d 
Congress had enacted that such compensation should be at the rate of $7,500 for 
Senators, Representatives, and Delegates, and $10,000 per year for the Speaker 
(17 Stat. 486); but this was repealed in the 43d Congress—less than a year later— 
by the act of January 20, 1874, reestablishing the salaries which had been set b 
an act passed on July 28, 1866 (14 Stat. 323). Congressional pay consequently 
remained at the post-Civil War level until again raised to $7,500 by the act of 1907, 
referred to supra (34 Stat. 994). That act established the pay of the Speaker at 
$12,000, however, rather than at $10,000 as under the former statute. 

The basic compensation thus fixed in 1907 remained unchanged until the 
assage, on March 4, 1925, of an act (43 Stat. 1801) which raised the rate to 
10,000 per year for Members of Congress generally, and to $15,000 for the 

Speaker—as well as for the Vice President and members of the Cabinet. The 
enactment of August 2, 1946 (60 Stat. 850), further increased such salaries to 
$12,500 for Senators, Representatives, and Delegates, and to $20,000 for the 
Speaker. The act of January 19, 1949 (63 Stat. 4), moreover, as indicated above, 
increased the Speaker’s salary to $30,000 per year. These are the present rates 
of congressional base pay (2 U. 8. C., sec. 31). As to an increase in the basic 
compensation of the elected officers of the Senate and the House, the act of October 
28, 1949 (63 Stat. 974), provides: 

“The rates of basic compensation of each of the elected officers of the Senate and 
House of Representatives (not including the Presiding Officers of the two Houses) 
are hereby increased by 5 percent.” 

Members of Congress have also regularly received various allowances and 
“fringe benefits.”” The act of July 28, 1866, referred to supra (14 Stat. 323), pro- 
vided a travel allowance to be computed at 20 cents per mile, and “to be estimated 
by the nearest route usually traveled in going to and returning from each regular 
session.” In justification of the increase in base salaries, the 1873 act repealed 
the travel allowance provision, substituting therefor the statement that the 
higher pay “shall be in lieu of all pay and allowance, except actual individual 
traveling expenses * * * to the seat of government and return, by the most 
direct route of usual travel * * * (17 Stat. 486).”” In repealing the salary in- 
crease provided by the 1873 act, on the other hand, the 1874 act, referred to supra 
reestablished the more liberal mileage benefits which had formerly prevailed. (The 
controlling statute is actually that of 1866, rather than that of 1874; see the ex- 
planatory note at 2 U.S. C. A., see. 43, p. 28 (1952).) And this 20-cents-per-mile 
provision is part of the present code (2 U.S. C., sec. 43). 

Furthermore, by the act of June 13, 1945 (59 Stat. 244), an expense allowance 
of $2,500 per year was granted to each Senator, Representative, and Delegate 
“to assist in defraying expenses related to or resulting from the discharge of his 
official duties”; and this was reiterated by the act of July 1, 1946 (60 Stat. 385). 
The act of August 2, 1946 (60 Stat. 850), moreover, made this expense allowance 
tax free, and further provided that no accounting was to be required with respect 
to it. However, this was amended by the act of October 20, 1951 (65 Stat. 570), 
making Members’ expense allowance taxable; and that is now the law (2 U.S. C., 
sec. 3la). On the other hand, this amendment was offset by the Legislative 
Appropriation Act of 1953, which allows a tax deduction to Members for “living 
expenses” up to $3,000 (Public Law 471, 82d Cong., 2d sess.; 1952 U. 8. Code 
Cong. and Adm. News 447). This is applicable to the Speaker. It is inapplicable 
to the Vice President. 

The Speaker of the House and the Vice President each has an expense allow- 
ance of $10,000, formerly tax free (63 Stat. 4) but now taxable, although no 
accounting for its use need be made, except for income-tax purposes (65 Stat 
570; 2 U.S. C., see. 31b). 


In recommending this increase in compensation for the Members 
of Congress, your committee is of the opinion that it need not dwell 
at length upon the personal problems resulting from the present 
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compensation. The experience of the Members themselves is an 
ample source of knowledge. It is worthwhile to note, however, that 
the position of a Member of Congress today is vastly different from 
that of years ago. The length of the sessions of Congress has in- 
creased over the years from a session of a few months to one of almost 
a full year. Outside of attendance at legislative sessions, the duties 
of a Member of Congress, be they of a committee or constituent 
nature, are now on a 365-day basis. The result of this increase in the 
demand on the time of a Member has all but eliminated any oppor- 
tunity to supplement income by outside business or professional 
pursuits. 

The changes of time have placed upon the Congress vast and 
complex responsibilities of a novel nature. The tremendous program 
of the Federal Government not only here but throughout the world 
calls for profound and thorough study. The decisions to be rendered 
require extraordinary service and skill. Therefore, the Congress must 
be served by individuals who possess the wisdom and understanding to 
solve these problems. Men of such caliber must be attracted to and 
retained in the Congress. In order to do so, adequate compensation 
must be available. 

Members of Congress are faced with various problems which are 
unique to the legislative branch of our Government. The sundry 
and added expenses incurred in servicing the wants and needs of 
constituents often exceed the allowances provided for Members. The 
added costs of frequent trips between his district and the Capital 
must be borne by the Member. Such trips are not only necessary 
but extremely helpful for the proper performance of legislative respon- 
sibility. The expenses of maintaining two residences are heavy. The 
cost of meeting pleas for charitable contributions and other such 
requests is high and probably more frequent than the average in 
the case of a Member of Congress. It is interesting to note that the 
first Congress of the United States, when it established the first 
salary for Members of Congress, took note of the fact that while at 
that time $2 a day was considered adequate for living, due to the 
additional burdens that being a Member carried, it established a 
salary of $6 a day in order to maintain the position adequately. 

On comparison with incomes paid in private industry, no doubt 
can be cast upon the fact that while private industry has increased 
the wages and salaries of its employees and executives in order to 
meet the increased cost of living, the Congress has not made adequate 
provision for itself as well as the Federal judges. Even the officials 
and employees of the executive branch of the Government have fared 
better at the hands of Congress than the Members themselves. 
Since 1946, the salaries in the executive branch of the Government 
have been increased to the extent that the salaries of top executives 
in the executive branch have surpassed that of the Members. This 
is clearly indicated by the fact that the top basic pay rate for classified 
employees is now within $200 of the gross income of a Member 
of Congress. 

The nature of service in Congress defies a definite comparison with 
any position in private industry. It is safe to say, however, that the 
position and responsibility of a Member of Congress is most similar 
to that of the top executives in our various business and labor organiza- 
tions. The task force study of the Commission indicates that in 
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nearly every instance the salary in those capacities in private industry 
more than doubled and in most instances more than tripled the salary 
paid to a Member of Congress and those salaries used for comparison 
did not include the expense allowances or the other fringe benefits 
which private industry provides as inducements to secure and retain 
top personnel. 


PROPOSED INCREASE IN SALARIES FOR UNITED STATES ATTORNEYS AND 
THEIR ASSISTANTS 


The proposed legislation would increase the salaries of the United 
States attorneys from $15,000 to $20,000 per year, the latter being a 
ceiling, whereas the minimum is fixed at $12,000. In the case of 
assistant United States attorneys, the bill provides for a maximum of 
$15,000 and a minimum of $6,000. In these instances, it should be 
noted that the increase is merely a permissive one. In recommending 
this increase, the committee noted that if our courts are to function 
adequately, not only should the salary of the judges be increased as 
the committee has already recommended, but those of the United 
States attorneys and their assistants should be likewise increased. 
The Department of Justice has stated that it has encountered difficulty 
in obtaining and retaining qualified lawyers in those positions. The 
Government is entitled to the best legal representation it can obtain 
and such representation necessitates adequate salaries. The salaries 
recommended herein are less than that which the type of lawyer the 
Government should have representing it would merit in private 
practice. 

In accordance with the foregoing recommendation, the legislation 
would also increase the salary of the Deputy Attorney General from 
$17,500 to $21,000 and that of the Solicitor General from $17,500 to 
$20,500. In the case of the Assistant Attorney Generals, the increase 
would be from $15,000 to $20,000. 

In section 4 of the bill, provision is made to raise the ceiling on 
salaries now paid to committee staffs. It is to be noted that this does 
not necessarily mean an increase in salary but merely permits the 
chairman under existing authority to fix the compensation of com- 
mittee staffs at a level commensurate with that paid to comparable 
employees in the executive branch of the Government. 

Section 5 of the bill relating to the effective date of the provisions 
provides that those relating to the judicial and executive branches of 
the Government shall be effective as of January 1, 1955, while those 
dealing with the legislative branch shall be effective as of the com- 
mencement of the 84th Congress. 

Attached to this report are the findings and conclusions of the 
Commission on Judicial and Congressional Salaries. 


FINDINGS AND CONCLUSIONS 


(1) The Commission concludes that the present scale of judicial and congres- 
sional salaries has not been adjusted to keep pace with the growth of the duties 
and responsibilities of these offices. 

The"functions of these offices have become increasingly important to the life 
of the individual citizen, for it is an inescapable fact that the Federal Government 
today must do far more that affects the citizen than ever before in our history. 
The growth and complexity of modern governmental, economic, and social prob- 
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lems and the difficulties specially inherent in the leadership of the free world by 
this Nation, have vastly increased the burden of duty and the weight of responsi- 
bility each member of the judicial and legislative branch must hear. The Com- 
mission views the importance of the functions of these officials as being such as to 
justify taking no risk that any man who seeks to serve his country in these posts 
might be discouraged by an inadequate salary. It notes from the record that this 
tendency has been increasing at an alarming rate. 

(2) The difference between salaries paid to members of the judiciary and the 
Congress and those paid in private enterprise to persons of similar ability, for less 
ag nye has become too great. 

The Commission concludes that the amount of compensation paid in private 
enterprise is not to be considered as wholly decisive of the amount to be paid for 
pubiie officials, even though the latter individually shoulder heavier and more 
important responsibilities. Men should not enter public service solely for mone- 
tary reward. The Commission, however, takes note of the fact that the abilities 
required of these public officials are abilities that are adaptable to, and would be 
well compensated by, private enterprise; and it therefore concludes that it is 
important to narrow somewhat the tremendous disparity between public salary 
scales and those of the higher echelons of private enterprise, so that the special 
rewards of public service may have full play in attracting men of the best ability. 
It is also noted that the present difference has already resulted in the loss of 
capable and experienced officials from Government service and threatens to 
become an exodus if the present situation is not promptly remedied 

(3) The salaries paid to the members of the judiciary and Members of the 
Congress have lagged for behind salary adjustments granted most officials of the 
Federal Government. 

The Hoover Commission, after a thorough study in 1949, concluded that the 
disparity between salaries in private pursuits and governmental salaries must be 
narrowed so as not to keep the men with the best minds in the Nation out of 
Government service. Acting upon this recommendation, the Congress did adjust 
the salaries of the executive department of the Government but it did nothing 
whatever as to the salaries of the Members of the Congress and of the Federal 
judiciary which the Heover Commission had found to be toolow. This intensified 
the already existent d’sparity. 

(4) The salaries of members of the Federal judiciary and the Congress are, and 
for a long time heve been, grossly inadequate. 

The record contains evidence relating to expenses incurred by Members of 
Congress in their official duties for which they are not reimbursed, and as to them 
and judges alike, the increased cost of living has seriously reduced the present 
purchasing power of the dollar, the standard of living appropriate for these high 
officials of our Government, and the traditional levels of compensation which they 
should receive. 

No one of these considerations, or any other single factor previously discussed, 
can be controlling in a determination of fair and reasonable salarv scales. It is 
fundamental that officials of our great Government should be adequately com- 
pensated in relation to their duties and responsibilities. 

The dignity, the stature, and the demands of the offices of the Federal judiciary 
and the Members of Congress require the establishment of salary scales more 
consistent with present-day standards. Considering the present basie salary 
scales in the light of this objective, it is the finding of the Commission that the 
members of the Federal judiciary and the Members of the Congress are, and for 
a long time have been, grossly underpaid. 

(5) The present rates of salaries for members of the Federal judiciary and the 
Congress tend to confine those positions to persons of independent wealth or out- 
side earnings. 

There was testimony before the Commission that membership in Congress is 
tending more and more to be confined to those individuals of independent wealth 
or outside incomes from business or professions who could afford to experience the 
substantial financial loss resulting from membership in the Coneress. The results 
of the questionnaire sent by the Commission to the Members of Congress and the 
judiciary provided striking corroboration of this. 

Similarly, there have been many instances of able lawyers refusing judgeships 
because their lack of independent means made it unfeasible for them to accept 
copetnant to the bench at present salaries. 

t is the view of the Commission that, while there may be other factors which 
have entered into this tendency, nevertheless the inadequacy of present salary 
scales is undeniably an important factor. The Commission believes most firmly 
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that the maintenance of the democratic tradition of this country requires that 
every effort be made to eliminate any tendency which might confine representative 
positions in our legislative branch and the judicial branch to men of wealth or 
those whose outside interests can produce a substantial income. No citizen of 
modest means, possessing the ability, the high-minded purpose, and the back- 
ground to serve with distinction in these high offices should ever be prevented 
from doing so because the salaries have fallen below any fair or realistic standard. 

(6) While there is no exact formula by which salaries of members of the Federal! 
judiciary and Members of the Congress can be determined, accepted job evaluation 
criteria and the standards historically applied to these offices indicate the amounts 
which are fair and reasonable. 

In searching for an exact formula for calculating the recommendations it should 
make as to fair and reasonable salaries for members of the Federal judiciary and 
the Congress, the Commission considered all of the accepted formulas generally 
applied by experts in fixing salaries. These include calculation of the factors of 
cost of living, standard of living, the duties and responsibilities of the officials 
involved, and the relevant history of the salaries of the positions in question. 
The Commission gave weight to the oldest of all formulas—that the “laborer is 
worthy of his hire.” 

Applying these various standards, the Commission considered the expert testi- 
mony in the record to the effect that the salary of the first Chief Justice of the 
United States, measured in today’s terms of buying power, would be $40,000 a 
year, after taxes (although to convert to the purchasing power of the Chief 
Justice’s salary in 1939 would require a present salary of $63,800). The Com- 
mission also considered the salary fixed for Members of the Congress and the 
Judiciary from the first session of Congress down to the present. Much study was 
given by the various task forces to cost of living and standard of living factors. 
The Commission weighed the fact that the 92-percent increase in cost of living over 
the 1939 period, for example, does not present an exactly accurate picture as to 
the salary of Federal judges because of the impact of greatly increased income 
taxes, increases averaging over 500 percent over 1939 as to judicial salaries after 
that date. And using the 1939 cost-of-living formula requires a higher figure than 
the historical value formula for most of the important offices here involved. 

The Commission noted the salaries paid to those with nearly comparable re- 
sponsibilities in the fields of business, professions, labor, and agriculture. It 
found that, upon analysis, the unique duties of Members of the Congress and 
members of the judiciary had no parallel in private occupations. It also found 
the grave responsibilities of these public officials far exceeded in many respects the 
duties and responsibilities of most persons in private pursuits. 

Considering these factors, the Commission concluded it would be unrealistic to 
utilize any one of them alone. However, while it used its independent judgment, 
based on the results of all of the various criteria in determining the compensation 
of the Chief Justice, the Vice President, and the Speaker. as the heads of the 
judicial and legislative branches, it did utilize the historical precedents in de- 
termining the relative salaries of the subordinate officials in those branches. 

The Commission concluded that in view of the tremendous increase in the 
duties and responsibilities of the Vice President of the United States, the total 
compensation received by this, the only other office filled by vote of all the Ameri- 
can people, should be increased commensurate with its new and growing impor- 
tance. It determined that the salary of this office should be fixed at $40,000, 
and an appropriate expense allowance, payable on voucher as incurred, should 
be provided in addition to this salary. 

Following historical precedents, the Commission determined that the Speaker 
of the House should receive a salary equal to that of the Vice President, and that 
he should have in addition an appropriate expense allowance, payable on voucher 
as incurred. 

The Commission also determined that the compensation of the Chief Justice of 
the United States as head of the judicial branch of the Government should be 
established at $40,000. 

With the salaries of the three highest ranking officials in our governmental 
system, other than the President, thus determined, the Commission concluded 
that the historical relations and the differentials between the salaries of these 
highest officials and the others within the scope of the Commission’s inquiry should 
be retained. 

The salary of the first Chief Justice of the United States was fixed at $500 above 
the salaries of the Associate Justices of the Supreme Court. This historical 
differential has been maintained throughout the history of our Government and 
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the Commission finds its continuance to be desirable. Accordingly, the Com- 
mission finds that a salary of $39,500 would be appropriate for the Associate 
Justices of the Supreme Court of the United States. Certainly this is not too 
high for the members of the most distinguished and respected court in the greatest 
nation in the world. Some members of the Commission thought that the status 
of the Supreme Court in our governmental system, the tremendous respect of the 
American people for it, and the stature of its members justified fixing even higher 
salaries for them. 

As previously stated, the Courts of Appeals of the United States are the courts 
of last resort in all but a minimum number of cases. Only lawyers of established 
ability, scholarship, maturity, and standing should occupy these high positions. 
Considering this fact and established historical relations, the Commission finds that 
appropriate salaries for the judges of the United States Courts of Appeals, as well 
as judges of the other courts whose salaries are presently the same as those of 
judges of the Courts of Appeals, should be fixed at $30,500. 

Applying the same standards, the Commission finds that the salaries of judges 
of the United States district courts, the United States Tax Court, the United 
States Customs Court, and Members of the Congress should be established at 
$27,500. While the members of the Commission were unanimous as to the 
amounts of all other salaries recommended by the Commission, there was some 
difference of opinion as to the salaries of judges of these courts and of Members 
of the Congress. All of the Commissioners agreed that substantial increases 
were compelled by the considerations stated in this report. However, some 
Commissioners sincerely argued that under all of the relevant facts a salary of 
$30,000 to $35,000 was fair and reasonable compensation for these high offices. 
On the other hand, certain ' Commissioners urged that $25,000 is the compensa- 
tion the Commission should recommend, since the public at large has not had 
the benefit of all of the facts and data in the record and would misunderstand a 
higher figure, even though the evidence might justify that figure. However, 
applying the criteria stated in this report and in order to maintain the historical 
differentials to which reference has been made, the Commission unanimously 
determined that in their judgment the $27,500 figure is fair and reasonable com- 
pensation in this instance and that is the recommendation of this report. 

The rates of compensation recommended herein will not be equal to those 
received in private pursuits by individuals possessing the qualifications requisite 
to each of these high offices. On the contrary, they will in most instances be 
measurably lower. The suggested compensation is, however, believed by the 
Commission to be reasonably fair, and will to a substantial extent relieve the 
present gross inequities. The changes will be greatly in the public interest. 

It should be noted that historically the Congress reviews its own salaries and 
those of Federal judges on an average of less than once in 20 years. The Com- 
mission holds the strong view that a system should be established providing for 
periodic review of such salaries. However, the Commission is confronted by the 
historical pattern and by the fact that the practices of the past have resulted in 
salaries so disproportionately low that any fair adjustment in the present salary 
scale must be in amounts which might otherwise seem high when made on a 
single occasion. 

For Associate Justices of the Supreme Court, the gross increase of $14,500 
provides a net increase after taxes of $7,755, somewhat less than the net increase 
which the district and circuit judges would receive. In terms of purchasing power, 
the recommended salary after taxes for these justices would produce $4,752 less in 
1939 dollars than the 1939 salary of $20,000 less taxes. 

For circuit judges and Federal judges receiving the same salaries, the gross 
increase of $13,000 provides a net increase after taxes of $8,049. In terms of 
purchasing power, the recommended salary after taxes would produce $542 less 
in 1939 dollars than the 1939 salary of $12,500, less tax. 

For district judges, and Federal judges receiving the same salaries, the gross 
increase of $12,500 means a net increase after taxes of $8,101, and a purchasing 
power increase of $845 in 1939 dollars compared with the $10,000 salary less taxes 
at that time. 

The recommended gross increase of $12,500 for Members of the Congress 
represents a net increase over the present salary, in terms of the remainder after 
taxes, of $8,494. In terms of 1939 dollars, the recommended salary less taxes has 
& purchasing power of $11,100, as compared with $9,628 actual purchasing power 


‘Samuel R. Guard and Edward B. Baskin. 
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of the $10,000 salary less tax of a Congressman in 1939. Therefore, the net 
purchasing power of the salary after taxes will be increased by only $1,472 in terms 
of 1939 dollars. 

(7) The net cost to the Government of the increases recommended. 

It is a striking fact that the total expenditures of the two great branches of our 
Government, the legislative and the judicial, aggregate less than one-eighth of 1 
percent of the Federal budget—less than one-twelfth of 1 percent for the legisla- 
tive, and less than one twenty-seventh of 1 percent for the judicial. 

The Commission is fully cognizant of the urgency of decreasing expenditures of 
the Federal Government. Nevertheless, it believes that the cost of the increases 
recommended in this report is relatively minimal when compared with the advance- 
ment of the publie interest which is served. 

The gross annual amount of the increases for the Members of the Congress would 
be $6,662,500, but the net cost to the Government (after payment by Congressmen 
of taxes on the increase) would be $4,527,302. 

For Federal justices and judges, the gross amount would be $4,674,000, but the 
net cost to the Government (after payment of taxes on the increase) would be 
$2,981,491. 

The net cost of the increases recommended in this report would constitute 
one one-hundredth of 1 percent of the Federal budget. 

(8) The present methods of payment of official expenses of Members of the 
Congress are antiquated and unrealistic. 

The present arbitary lump-sum allowances for official expenses of Members of 
Congress are inadequate, although the use of the present allowance system 
conceals that fact. It is obvious that the necessary actual official expenses of 
these positions should be fully paid, within reasonable limits, upon submission of 
appropriate vouchers. Presently, a travel allowance is made of one round trip 
per session from the Member’s residence to Washington, in lieu of the per diem 
and actual cost allowances paid for official travel. ‘The Commission recommends 
that the more realistic and usual method of payment of official expenses as incurred, 
on voucher, would relieve the Members of Congress of the necessity of paying 
so large a portion of their essential official expenses from their own private funds. 

The $10,000 expense allowance for the Vice President of the United States is 
obviously inadequate under the greatly expanded duties of that office, and the 
Congress should be urged to make a thorough study of this matter and a new and 
adequate fund should be established in keeping with the dignity and demands of 
this high office. 


The material assembled in the consideration of the proposed legis- 
lation compels the conclusion that an adequate readjustment must 
be made in the salaries of Members of Congress, the Federal judiciary, 
and certain members of the Department of Justice. It is the 
opinion of the committee that the recommendations herein made 
provide a fair and just increase under all the circumstances. There- 
fore, your committee recommends that the bill H. R. 3828 be con- 
sidered favorably. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed by enactment of the bill here reported; matter 
proposed to be stricken is enclosed in black brackets; new language 
is printed in italics: 


TITLE 28, UNITED STATES CODE 


Sec. 5. SALARIES OF JUSTICES 


The Chief Justice shall receive a salary of [$25,500] $35,500 a year, and each 
associate justice shall receive a salary of [$25,000] $35,000 a year. 


Sec. 44. APPOINTMENT, TENURE, RESIDENCE, AND SaLarRy oF CircuiT JUDGES 
% * * * * * * 


(d) Each circuit judge shall receive a salary of [$17,500] $25,000 a year. 
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Sec. 135. Satarres or District JupGes 

Each judge of a district court of the United States shall receive a salary of 
[$15,000] $22,500 a vear. 

The chief judge of the District Court for the District of Columbia shall receive 
a salary of [$15,500] $23,000 a year. 
Sec. 173. TENURE AND SALARIES OF JUDGES 


The chief judge and associate judges of the Court of Claims shall hold office 
during good behavior. Each shall receive a salary of [$17,500] $25,000 a year. 


Sec, 213. TeENuRE AND SALARIES OF JUDGES 

Judges of the Court of Customs and Patent Appeals shall hold office during 
good behavior. Each shall receive a salary of [$17,500] $25,000 a year. 
Sec. 252. TENURE AND SALARIES OF JUDGES 

Judges of the Customs Court shall hold office during good behavior. Each 
shall receive a salary of [$15,000] $22,500 a year. 
Sec. 508. SALARIES 


The Attorney General shall fix the annual salaries of United States attorneys, 
assistant United States attorneys, and attorneys appointed under section 503 of 
this title [.] within the following limitations: 

United States attorneys—not less than $12,000 or more than $20,000; and 

Assistant United States attorneys and attorneys appointed under section 503 of 
of this title—not less than £6,000 or more than $15,000. 


TITLE 48, UNITED STATES CODE 


Sec. 101. Districr Court, JupGres; Divisions 


There is established a district court for the Territory of Alaska, with the juris- 
diction of district courts of the United States and with general jurisdiction in 
civil, criminal, equity, and admiralty causes; and four district judges shall be 
appointed for the district, each at an annual salary of [$15,500] $22,500 who shall 
during their terms of office reside in the divisions of the district to which they may 
be respectively assigned by the President. The court shall consist of four divi- 
sions, Which shall also be recording divisions. 

Sec. 1392a. Satary or JupGe or Districr Court 


The salary of the Judge of the District Court of the Virgin Islands of the 
United States shall be at the rate of [$15,000] $22,500 per year. 


INTERNAL REVENUE CODE (TITLE 26, U. S. CODE) 
Sec. 1102. JupGes. 
~ * * ~ * ~ * 
(c) SALARY. 
Each judge shall receive salary at the rate of [$15,000] $22,500 per annum. 


TITLE 50, UNITED STATES CODE 
Sec. 654. 

(a) (1) There is established a Court of Military Appeals, which shall be located 
for administrative purposes in the Department of Defense. The Court of Military 
Appeals shall consist of three judges appointed from civilian life by the President, 
by and with the advice and consent of the Senate, for a term of fifteen years. 
Not more than two of the judges of such court shall be appointed from the same 
political party, nor shall any person be eligible for appointment to the court who 
is not a member of the bar of a Federal court or of the highest court of a State. 
Each judge shall receive a salary of [$17,500] $22,500 a year and shall be eligible 
for reappointment. The President shall designate from time to time one of the 
judges to act as Chief Judge. The Court of Military Appeals shall have power to 
prescribe its own rules of procedure and to determine the number of judges re- 
guired to constitute a quorum. A vacancy in the court shall not impair the right 
of the remaining judges to exercise all the powers of the court. 


LEGISLATIVE REORGANIZATION ACT OF 1946 


Sec. 601. CompeNsATION OF MEMBERS OF CONGRESS 


(a) The compensation of Senators, Representatives in Congress, Delegates from 
the Territories, and the Resident Commissioner from Puerto Rico shall be at the 
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rate of [$12,500] $22,500 per annum each, and the compensation of the Speaker 
of the House of Representatives shall be at the rate of [$30,000] $35,000 per 
annum. 


Sec. 202. Commirrer Srarrs 
. * + * * * * 

(e) The professional staff members of the standing committees shall receive 
annual compensation to be fixed by the chairman, ranging from $5,000 to [$8,000] 
$10,000 and the clerical staff shall receive compensation ranging from $2,000 to 
[$8,000] $10,000. 


TITLE 3, UNITED STATES CODE 


Sec. 104. The Vice President shall receive in full for his services during the 
term for which he shall have been elected the sum of [$30,000] $35,000 a year to 
be paid monthly. 

TITLE 5, UNITED STATES CODE 

Sec. 932b. 

*x % * * * * * 

(b) The provisions of sections 932a (b), 943 (b), 943a, and 957 of this title shall 
not apply to officers or emplovees subject to the provisions of subsection (a) of 
this section or to employees in the offices of Senators, but no such officer or 
employee, or any other officer or employee of the Senate or House of Repre- 
sentatives, shall be paid with respect to any pay period basic compensation or 
basic compens*tion plus additional compensation at a rate in excess of [$11,646 
per annum] tie mazimum scheduled rate of the highest grade established by th: 
Classification Act of 1949, as amended, unless expressly authorized by law. 

Sec. 293. Soricrron GENERAL 

There shall be in the Department of Justice an officer learned in the law, to 
assist the Attorney General in the performance of his duties, called the Solicitor 
General, who shall be appointed by the President, by and with the advice and 
consent of the Senate, and shall be entitled to basic compensation at the rate of 
($17,500) $20,500 per annum. 

Sec. 294. Deputy ArrorNey GENERAL 

The President is authorized to appoint, by and with the advice and consent of 
the Senate a Deputy Attorney General, whose basic compensation shall be at the 
rate of [$17,500] $21,000 per annum. 

Sec. 295a. CoMPENSATION OF AssISTANT ATTORNEYS GENERAL 


The basic compensation of the Assistant Attorneys General shall be at the 
rate of [$15,000) $20,000 per annum. 


O 
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Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


(To accompany H. R. 1] 


The Committee on Ways and Means, to whom was referred the bill 


(H. R. 1) to extend the authority of the President to enter into trade 
agreements under section 350 of the Tariff Act of 1930, as amended, 
and for other purposes, having considered the same, ree favorably 


thereon with amendments and recommend that the. b 
do pass. 

The amendments are as follows: 

Page 3, beginning in line 4, strike out “‘, except as authorized by 
subparagraph (B) of this paragraph,” 

Page 3, line 8, strike out the period and insert in lieu thereof a 
colon and the following: 


Provided further, That the enactment of the Trade Agreements Extension Act of 
1955 shall not be construed to determine or indicate the approval or disapproval 
by the Congress of organizational provisions of any foreign trade agreement 
entered into under this section. 


Page 4, line 12, strike out “not being” and insert in lieu thereof 
“normally not”’. ot 

Page 4, line 13, strike out “being”? and insert in lieu thereof 
“normally”. ; 

Page 4, line 16, insert after the period the following: 
This clause shall not apply with Pp: eg to any article unless it is designated in 
the list required by section 3 (a) of the Trade Agreements Extension Act of 1951, 
as amended (19 U. 8. C., sec. 1360 (a)), for possible consideration as an article 


which is normally not imported into the United States or is normally imported 
into the United States in negligible quantities. 


Page 8, line 6, strike out ‘‘may” and insert in lieu thereof ‘shall, as 
soon as practicable,”’. 


as amended 


1 
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Page 10, line 12, after ‘“‘notice of intention” insert “to negotiate’’. 
Page 11, strike out line 9 and all that follows down through line 16 
on page 12. 


I. GENERAL STATEMENT 


A. Principal features of H. R. 1 


The purpose of H. Rf. 1 is to continue to June 30, 1958, the authority 
of the President to enter into trade agreements. The present author- 
ity (extended by Public Law 464, 83d Cong.) terminates on June 12, 
1955. In addition to the extension of the trade-agreements authority, 
the principal features of H. R. 1 are as follows: 

1. The President would be authorized to negotiate tariff reductions 
By: WAS 1 of 3 alternative methods, which may not be used cumu- 
atively. 

(a) The first method authorizes the President to reduce by a total 
of 15 percent tariff rates existing on July 1, 1955, in stages of not more 
than 5 percent in each of the 3 years of the authority; 

(6) An alternative authority to that provided in (a) above is the 
authorization to reduce tariffs by 50 percent of the rate prevailing on 
January 1, 1945, but only in the case of those products normally not 
imported or normally imported in negligible quantities; 

(c) As a third alternative the President is authorized to negotiate 
reductions in those rates which are higher than 50 percent of the value 
of an import to a rate equivalent to 50 percent. 

2. In the case of the announced trade agreement involving Japan, 
the bill authorizes the same decreases in rates of duty (i.e., 50 percent 
of the rate existing on January 1, 1945) as are authorized under 
existing law, even though the agreement is entered into after June 12, 
1955. 

3. The reduction authority referred to in paragraphs 1 and 2 above 
is subject to the peril-point and escape-clause procedures as contained 
in present law. 

4. The President is required to avoid to the maximum extent he 
deems practicable the subdivision of existing tariff classification 
categories to prevent undue complication of the present tariff struc- 
ture. 

5. The President would be required to submit to Congress an 
annual report on the trade-agreements program. ‘This report is to 
contain, among other things, information on modification of trade 
agreements, including a report on the incorporation of escape clauses 
in existing agreements and information relating to agreements en- 
tered into. 


B. Explanation of provisions of the bill 
EXTENSION OF PRESIDENT’S AUTHORITY 


Under present law, the President’s authority to enter into foreign 
trade agreements expires June 12, 1955. The bill extends the period 
during which the President will be authorized to enter into trade 
agreements from June 12, 1955, through June 30, 1958. 
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EXTENT OF PRESIDENT’S AUTHORITY 


Under present law the President is authorized to decrease rates of 
duty by 50 percent of the levels existing on January 1, 1945. The bill 
would continue this authority after June 12, 1955, only (1) in the case 
of products which are caanal not imported or are normally imported 
in negligible quantities into the United States, and (2) in the case of 
products included in the trade agreement as a result of the negotiations 
which have already been announced in which Japan will be a party 
(in case these negotiations are not concluded by June 12, 1955). The 
bill would continue unchanged the authorization in present law where- 
by the President can increase rates of duty by up to 50 percent of the 
levels existing on January 1, 1945. 

As under present law, the President would be authorized to enter 
into foreign trade agreements with foreign governments or instru- 
mentalities thereof. The language continuing this authority has been 
expressed so as to spell out in the section the fact that the President 
can in entering into foreign trade agreements include general provisions 
of the kind which have heretofore been included in such trade agree- 
ments since the inception of the trade-agreements program in 1934. 
In the past it has been necessary to make various changes in such 
general provisions in order to keep pace with the changes of devices 
and practices in foreign countries. The provisions specified in this 
subparagraph are illustrative of types of provisions which are necessary 
in order that the President may be able to meet effectively new methods 
of discrimination and other barriers against American exports. An 
important purpose of these provisions is to protect against impair- 
ment the tariff concessions which the United States obtains in trade 
agreements. 

The bill, H. R. 1, as reported, clearly provides that no such general 
provision shall be given effect in the United States in a manner 
inconsistent with existing legislation of the United States. The 
purpose of the committee amendment to this proviso is to make it 
clear that provisions of existing law such as section 22 of the Agri- 
cultural Adjustment Act (7 U.S. C., sec. 624), safeguarding domestic 
agricultural programs from material interference from imports, hoof- 
and-mouth disease quarantine laws (19 U.S. C., see. 1306), and section 
8e of the Agricultural Marketing Agreement Act (7 U.S. C., sec. 608e), 
providing for the regulation of the grade, size, quality, and maturity 
of certain fruits and vegetables imported into the United States and 
other like provisions of existing law, will prevail despite any provision 
in a trade agreement. 

The bill also provides that its enactment shall not be construed to 
determine or indicate the approval or disapproval by the Congress of 
organizational provisions of any foreign trade agreement entered into 
under the authority which it grants, such as the organizational 
provisions of the General Agreement on Tariffs and Trade. 

That part of the bill which authorizes the President to carry out a 
trade agreement by proclamation is a continuation of existing law. 

In addition to the President’s authority as to the reduction of duties 
described above, he would also be authorized to reduce duties by 15 
percent from the rates existing on July 1, 1955. Also, the President 
would be authorized to reduce any rate of duty above 50 percent of 
the value of an imported product to 50 percent of such value. 
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Except for the reductions which might be made in the trade agree- 
ment involving Japan, reductions under the three alternative methods 
must be made gradually. None of these three alternatives for reduc- 
ing duties which would be given to the President by the bill may be 
used cumulatively. If the total amount of reduction is 15 percent or 
less, the reduction during any 12 months cannot exceed 5 percent. If 
the total amount of reduction is more than 15 percent, then no more 
than one-third of this reduction can be given effect during any 12- 
month period. 


CONTINUATION OF EXISTING SAFEGUARDS 


The requirements of existing law for full public notice (including a 
list of products on which concessions might be made by the United 
States), public hearings, and peril-point determinations by the Tariff 
Commission are not ates 5 by H. R. 1. Neither is the present 
requirement that the President must report to the House Committee 
on Ways and Means and the Senate Committee on Finance whenever 
a reduction exceeds that which the Tariff Commission believes could 
be made without causing or threatening serious injury to the domestic 
industry (peril point). Likewise, the escape-clause provision of 
existing law continues unchanged. Moreover, H. R. 1 would not 
affect the present provision that no reduction shall be made on any 
article if the President finds that such reduction would threaten domes- 
tic production needed for projected national-defense requirements. 

The committee gave extensive consideration to amendments to 
the escape-clause provisions of existing law, but decided that it was 
neither necessary nor desirable to change the law. 

Under existing law, the findirgs of the Tariff Commission that a 
product on which a concession has been granted is, as a result in 
whole or in part of the customs treatment reflecting such concession, 
being imported in such increased quantities as to cause or threaten 
serious injury to the domestic industry producing like or directly 
competitive products, together with its recommendation regardinz 
withdrawal or modification of the concession, go to the President. 

In making his determination whether to withdraw or modify a 
concession, the President must take into account all relevant factors, 
including our national-defense requirements, requirements for carry- 
ing on successfully the foreign relations of the United States, and the 
necessity for maintaining and strengthening the domestic economy 
of the United States. Consequently, he secures the individual views 
of the Departments of Agriculture, Commerce, Defense, Interior, 
Labor, Treasury, and State and the Foreign Operations Administra- 
tion, in order that his decision whether to withdraw or modify the 
concession may be based upon all the information available in the 
Government. The Departments of Agriculture, Commerce, Interior, 
and Labor have primary responsibility for providing economic 
information and views relating to domestic activity, while the other 
agencies submit data and views concerning the other factors. 

The committee believes that the President should give full con- 
sideration to the Tariff Commission’s findings regarding injury. If 
he believes that these findings should be further developed, or if new 
information relevant to such findings are disclosed, in the committee's 
opinion he should continue his practice of submitting such data to 
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the Tariff Commission for supplemental investigation and findings 
where appropriate. The other factors, relating to the overall national 
interest, are, of course, outside the jurisdiction of the Tariff Com- 
mission, and must be weighed by the President after receiving the 
views of the various departments. The committee is of the opinion 
that a President, who has the authority to determine where and when 
American Armed Forces may be employed in the Formosa Straits in 
the interest of our national security, can be trusted to weigh factors 
relating to the national interest in terms of withdrawing a tariff 
concession. 

Even on the question of injury, the President must by law make the 
determination in the event of a 3-3 split among the Tariff Com- 
missioners. 

Findings on the question whether injury is caused or threatened 
by imports resulting from tariff concessions are based on factual 
material. However, proper weight must be given to such facts, 
reasonable inferences drawn therefrom, and, finally, there must be 
an exercise of judgment. Different weight can be given to the same 
facts, different inferences can be drawn from the same facts, and 
differing judgments can result. Otherwise all administrative or judi- 
cial judgments would be unamimous and be affirmed on appeal. In 
practically every field where administrative or judicial findings are 
involved, the Congress has provided for some review of those findings, 
either by courts or by the President. In the committee’s opinion it 
would be undesirable to depart from this practice in the case of the 
escape clause. Your committee believes that the President should 
not be compelled as a matter of law to accept findings of the Tariff 
Commission where it is his opinion that they are not soundly based, 
although in the committee’s opinion he should give full consideration 
and proper weight to such findings. 

Due to the expressed concern Tens many quarters over the admin- 
istration of the escape clause, it is your committee’s intent to keep 
this matter under continuing study. 


ANNUAL REPORT TO CONGRESS 


Under H. R. 1, the President would submit to the Congress an 
annual report on the operation of the trade-agreements program. In 
addition to reporting on the progress made in inserting the escape 
clause in existing agreements ! (on which he now reports semiannually) 
the report would include information on new negotiations, modifica- 
tions made in duties and import restrictions of the United States, 
reciprocal concessions obtained and other information on the trade- 
agreements program. 


SUBDIVISION OF CLASSIFICATION CATEGORIES 


The President, under H. R. 1, is to avoid, to the maximum extent 
practicable and consistent with the purpose of the legislation, the 
subdivision of classification categories. In previous years, particu- 
larly during the period when only straight bilateral agreements were 


1A from the President to the Congress on — 10, 1955 (H. Doc. No. 64, 84th Cong.) indi- 
on 


cates that all except four ae those with Ecuador, uras, El Salvador, and Guatemala, now 
_— a satisfactory escape clause. The agreement with Ecuador is now scheduled to terminate on July 18, 
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concluded, our tariff structure has been complicated by breaking up 
existing classifications into various parts. 


C. History of the legislation 


In 1934 Congress empowered the President to enter into trade 
agreements with other countries for a period of 3 years. The Presi- 
dent’s tariff-reducing authority was limited to 50 percent of the rates 
then in effect. This authority was extended by Congress in 1937, 
1940, and 1943. Between 1934 and 1945 trade agreements were 
negotiated with 29 countries. 

In 1945 Congress extended the President’s authority and increased 
it. He was authorized to reduce tariffs to 50 percent of the rates 
prevailing on January 1, 1945. 

At the present time the United States has trade agreements with 
42 countries of which 32 are parties to the General Agreement on 
Tariffs and Trade. These countries and the United States carry on 
at least 80 percent of world trade. The agreements negotiated cover 
approximately 58,000 items with a trade probably surpassing $40 
billion in 1953. 

In 1953 President Eisenhower asked Congress for a 1-year renewal 
of the trade-agreements authority, pending a comprehensive reexam- 
ination of the economic foreign policy of the United States to be 
undertaken by a bipartisan commission. The Commission on Foreign 
Economic Policy, under the chairmanship of Mr. Clarence B. Randall, 
was established, with members drawn from both Houses of Congress 
and from the public. After extensive investigations it presented its 
recommendations to the President on January 23, 1954. 

Based on these recommendations, the President outlined his foreign 
economic policy to Congress in his message of March 30, 1954. One 
of the recommendations was the extension of the trade-agreements 
legislation as outlined in H. R. 1. The present act was extended for 
1 year. The President has again, on January 10, asked the Congress 
to provide the authority contained in H. R. 1. 

Full and complete hearings were held on H. R. 1 by the committee 
beginning on January 17, 1955, and concluding on February 7, 1955. 
Testimony was received from Cabinet officials and witnesses repre- 
senting all segments of our economy. 

In the executive sessions that followed the hearings careful consid- 
eration was given to the testimony and views presented to the 
committee. 


II. Neep For H.R. 1 
A. In general 


Since 1934 the Reciprocal Trade Agreements program has been 
an essential part of our foreign economic policy. Our foreign eco- 
nomic policy and our overall foreign policy cannot be disassociated. 
As President Eisenhower has stated : 


If we fail in our trade policy, we may fail in all. Our domestic employment, 
our -ur aga of living, our security, and the solidarity of the free world—all are 
involved. 

For our own economic growth we must have continuously expanding world 
markets; for our security we require that our allies become economically strong. 
Expanding trade is the only adequate solution for these two pressing problems 
confronting our country. 
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An expanded foreign trade is in our own enlightened self-interest 
just as much as it is in the interest of the peace and security of the 
other nations of the free world. 

As the Secretary of State declared: 

The failure, at this stage of world affairs, to rededicate our Nation to liberalize 
trade policies, and to do so for a 3-year term would have grave consequences. 

The Secretary of Defense in his testimony before the committee 
stated that passage of H. R. 1 is an important measure in strengthen- 
ing our common defense against Communist aggression. He stated: 

The stronger our allies are economically and militarily the better for both them 
and ourselves * * *, 

International trade must be a two-way street. Such trade provides the most 
effective way to improve our relations with our allies on a long-range basis. It 
is just as important as any military agreements which we might work out. 

Today perhaps there is no other country in the world that has as 
much at stake in an expanding world trade as has the United States. 
We export about 20 percent of the goods in world trade and import 
about 15 percent of such goods. If we act with wisdom, courage, 
and forbearance in the formulation of our foreign economic policy, 
we will find that we have promoted the security and welfare of the 
United States. 

Our position in the world today is one that we did not seek but 
which has nevertheless been thrust upon us. With it has come the 
responsibility to pursue policies that are most conducive to the cause 
of peace and the advancement of human welfare. The most short- 
sighted thing we could do from the standpoint of our national 
defense is to cast our allies between a curtain of high tariff protection 
on the one hand and an iron curtain of engulfment on the other. 

The United States as the greatest creditor nation in the world, 
should and must take the leadership in enlarging world trade. 

The main economic impediment to an expanded foreign market for 
our own production is the shortage of dollars on the part of friendly 
foreign nations and their inability to make their currencies convertible. 
The most practical way of helping to reduce and eventually eliminating 
these problems is the lowering of trade barriers on a collective basis 
by the free nations of the world. The trade and tariff restriction 
policies of each country in the free world have an effect on free world 
trade. However, those of the United States are especially significant 
because of our outstanding position of leadership and economic 
importance. 

ontrary to expressed opinions that we are totally self-sufficient 
in the United States, the truth is that we are not. Our emergence as 
a world power has been accompanied by an increasing engagement in 
world trade. The natural resource requirements of our American 
economy, our population growth, and our ever-increasing per capita 
consumption have caused us to look to our neighbors for part of what 
we consume. They in turn look to us for the products of our farms, 
factories, and commerce. 

One of the major restraints on an expanding foreign market for . 
American goods in the past has been an unfavorable balance of pay- 
ments resulting from the dollar gap between imports and exports. 
This gap must eventually be closed. It can be closed (1) by increasing 
the sale of foreign goods in this country, (2) by decreasing the sale of 
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our goods in foreign countries, or (3) by outright gifts of dollars to 
foreign countries. Decreasing our exports would injure our economy 
and reduce our standard of living and that of our allies by decreasi 
American production and employment. As a result, production an 
employment overseas would be similarly affected. 

e are properly diminishing, not increasing, outright gifts of dollars. 
This means we must accept foreign goods if we are to continue to 
increase exports and avoid continuation of outright dollar grants. 
The creation of a dependable international balance of payments is a 
problem that offers no simple solution. The problem must be attacked 
at each of its many aspects. 

The committee, through its study of the problem and from the testi- 
mony of witnesses, is impressed with the crucial importance of remov- 
ing the atmosphere of instability from our foreign trade policies. This 
instability is a factor in slowing down the development of an improved 
system of world trade. Other countries, uncertain of what economic 
policies the United States will follow hesitate to expand their produc- 
tion of those products destined for the United States market. Unsure 
of their continuing capacity to earn dollars in the event the United 
States should turn away from a policy of promoting trade in the free 
world, other countries are also hesitant to relax their exchange restric- 
tions. The early enactment of the bill, renewing the authority of the 
President to enter into trade agreements, will have a stabilizing eflect 
upon our international relations and increase confidence throughout 
the free world. 

H. R. 1 is considerably more than a manifestation of America’s ex- 
pression of good faith to our allies. It is considerably more than a 
demonstration to international communism of the free world’s eco- 
nomic unity. H.R. 1 isa gradual but forthright step in the direction 
of assuring the products of American agriculture, labor, and industry 
an expanding market which is essential to increasing American pro- 
ductivity. 

The authority granted to the President under H. R. 1 is for the 
pation of securing a higher level of two-way trade. Thus, we will 

e able to sell and receive payment for our exports and have an 
increasing volume of investment abroad to assist economic develop- 
ment overseas and to yield returns to us of greater freedom from 
restrictions and controls in international trade. 

In seeking to develop increasing domestic prosperity, free-world 
strength and international peace, H. R. 1 is part of the answer to each 
of these objectives. Every segment of our American economy has a 
vital interest in the attainment of these purposes. 


B. Agriculture 

There is probably no segment of our economy that has a greater 
stake in foreign trade than agriculture. It has been estimated that 
annual exports of agricultural commodities represent the production 
of from 50 to 60 million cultivated acres. This is an area equivalent 
to the combined cultivated land of Mississippi, Tennessee, Louisiana, 
Kentucky, Alabama, Florida, Georgia, North Carolina, South Caro- 
lina and Virginia. Putting it another way, our a, avepeisa exports 

rovide a market for the produce of one out of each 10 acres of crop- 
band In 1951, when our agricultural exports ran to $4 billion, this 
was the equivalent of $1 out of each $8 in cash farm receipts in the 
United States. 
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The importance of agricultural exports to agriculture is further 
stressed in the excerpts from the testimony of major farm organiza- 
tions which is contained in appendix B. It will be noted in this 
appendix that in 1953, of our total production we exported 45 percent 
of our rice, 26 percent of our tobacco, 24 percent of our cotton, 21 

ercent of our soybeans and products, 19 percent of our wheat and 
flour, 18 percent of our lard, 17 percent of our barley, 6 percent of our 
raisins, and about 5 percent of our pears and apples. It can be seen 
from these statistics that we export about one-fourth of our total 
production of some major agricultural commodities. 

Since 1951, our agricultural exports have been falling off. Any 
time there is a falling off in our exports of agricultural commodities, 
there follows lower prices, increased surplus problems, and there may 
follow acreage restrictions and marketing controls. In many cases, 
cropland is diverted from production for export to production of other 
commodities for domestic consumption. This means that even those 
agricultural commodities that are not exported can be directly affected 
as a result of a reduction in exports. 

One of the most important answers to the problem of our agricul- 
tural surpluses is an expanded foreign market. Under the trade- 
agreements program, concessions have been obtained for almost every 
agricultural product customarily exported from the United States in 
any significant amounts. It is the committee’s belief that enactment 
of this bill will further expand the foreign markets for agricultural 
products, which expansion is urgently needed by American farmers, 
and it is our hope that the authority granted the President under this 
bill will be utilized insofar as practicable to accomplish this result. 


C. Labor 


It was stated by Secretary of Labor Mitchell that some 4% million 
jobs are attributable to work generated by our foreign trade—both 
export and import. 

On the other hand, it has been estimated that not over 100,000 
workers might be threatened, directly or indirectly, with the loss of 
their jobs by increased imports resulting from a hypothetical reduction 
across the board of 50 percent in present tariff rates. Although your 
committee does not necessarily accept this figure, it does give some 
approximate indication of what we believe to be the relative stake 
that American workers have in our total world trade as compared to 
possible adverse effects from the maximum of imports that could 
conceivably be expected within the next few years. 

Moreover, H. R. 1 contains safeguards designed to guard against 
any sharp increase in imports by requiring that the reductions 
authorized can only be put into effect gradually. 

The results of the program, therefore, will be to avoid a sudden 
influx of imports that would cause unemployment. The result, we 
believe, will be a gradually expanding level of trade and employment 
in the United States. 

It has been contended that since foreign industries have lower wage 
and other standards it is difficult or impossible for American industry 
to compete with imports in the American market. It is well estab- 
lished that many of the United States industries that compete most 
successfully, both domestically and in foreign markets, are industries 
in which wages paid are among the highest in the United States. 
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American industry can pay high wages because of its high produc- 
tivity. Increased American productivity makes it possible for 
United States industry to pay higher wages. 

The important factor is not the wage per hour but the wage per 
unit of production. American workers with our mechanized means 
of production and highly developed technology, are able to produce 
a greater number of products per hour, thus resulting in lower cost 
per unit even though their wages per hour are higher. 

The administration has taken steps to adopt the policy recom- 
mended by the Commission on Foreign Economic Policy that no 
tariff concessions should be granted on products made by workers 
receiving wages that are substandard in the exporting country. 

During the period that the trade-agreements program has been in 
effect the people of the United States have achieved the greatest pros- 
perity this country has ever known. Wages and working conditions 
of our workers have steadily improved during this period despite in- 
creased imports. 

In the light of this practical test the committee believes that, as a 
general principle, the contention that lower tariff barriers would 
depress labor standards and wages in the United States has not been 

roved. 
Pr Testimony of the major labor organizations in support of the bill 
is highlighted in appendix B. 
D. Commerce and industry 

The economic strength and vitality of our American commerce and 
industry depend in large measure on our success in fostering expanded 
trade with the countries of the free world. For that reason these 
important segments of our domestic economy have a vital interest 
in the development of United States foreign economic policy as set 
forth in H. R. 1. 

In 1953, our gross national product was at an alltime high of 
$365 billion. Our exports of goods and services including military aid 
amounted to approximately $21 billion and represented almost 6 
percent of our total production of goods and services. This export 
relationship to gross national product compares favorably with: (1) 
Gross receipts from farming in 1953 which were equal to about 8.5 
percent of gross national product; (2) business expenditures for capital 
equipment which represented a little over 6.5 percent of gross national 

roduct; and (3) consumer purchases of durable goods which were a 
ittle over 8 percent of that product. The share of commerce and 
industry in our total export business in 1953 (exlusive of military aid) 
was $14.25 billion in services and merchandise manufactures. Agri- 
cultural exports were $2.75 billion and military aid was $4.5 billion. 

In dollar terms our foreign trade amounted to $37 billion in 1953— 
$16 billion in imports and $21 billion in exports. Imports and exports 
taken together sustained approximately 4% million American jobs. 

Our reliance on foreign markets has grown with the increase in 
American productivity. Each year the average factory worker in the 
United States produces an average of 3 to 5 percent more than he did 
the previous year. Our industry sells 10 percent or more of its 
trucks, locomotives, machine tools, tractors, and penicillin abroad. 

An American tractor manufacturer testifying in support of H. R. 1 
before your committee said that without its export business his com- 
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any would not need one-third of the people he employed in the 
United States. He also testified that the domestic consumer is able 
to buy his tractor at a lower price because export business had per- 
mitted greater mass economies than would have been possible in the 
absence of the export volume. 

In the 20 years since the reciprocal trade program was initiated, our 
trade has increased substantially. In 1934 our exports constituted 12 
percent of total world trade. At that time as supplier of world 
markets we were closely matched by the United Kingdom and Ger- 
many. In 1954 our exports constituted 20 percent of total world 
trade and our exports were nearly twice as large as those of the second 
largest trading country, the United Kingdom. 

H. R. 1 will continue the trade-agreements legislation for the same 
reason it was started in the first place—as an important export- 
promotion measure. Merchandise exports in the mid-thirties stood 
at 3.1 percent of a gross national product of $65 billion as compared 
with merchandise imports of 2.6 percent. Comparable figures for 
1953 indicate a gross national product of $365 billion with mer- 
chandise exports of 4.3 percent and merchandise imports of 3 percent. 

There can be little question that our increase in exports has con- 
tributed substantially to our domestic high employment and pros- 
perity. The relationship of exports of movable goods to United 
States production and of United States exports and imports to gross 
national product are shown in the following tables for selected years. 


TABLE 1.—United States production of movable goods and the proportion exported: 
1929, 1933, 1937, 1989, and 1947-53 


[Value in millions of do}Jars] 
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32, 842 82, 000 | 2, 27% 10, 800 137, 915 12, 532 
30, 133 75, 367 58 10,000 | 126.080 11, 936 
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34, 517 108, 477 13, 430 13, 300 169, 724 15, 039 
33, 056 117, 500 | 14, 346 14,200} 179, 102 15, 626 
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1 Cash receipts from crops and livestock and products, and value of home consumption as reported by 
Department of Agriculture. 


‘ 2 po may added by manutacture; data as reported in the Census of Manufactures through 1947; estimates 
or later years. 

3 Value of crude or prepared minerals at the mine, well, or plant; Bureau of Mines data. 

4 Estimate of cost of moving goods from place of production to points of distribution or exportation; based 
on freight revenue of steam railroads, of intercity motor carriers of property, and of pipelines as reported by 
the Interstate Commerce Commission. 

5 Total of items shown representing a rough estimate of the value of production of movable goods at point 
of distribution or export. Figures are not adjusted for price changes. 

® Shipments to foreign countries as recorded by the Bureau of the Census. In recent years the data 
include, besides commercial] goods, foodstuffs, and other supplies sent to civilian populations through the 
U.S. Armed Forces stationed abroad, shipments under the ECA (Economic Cooperation Administration) 
and Mutual Security Program, and other aid and relief shipments whether financed by Government or by 


Las agen cies. Shipments to U. S. Armed Forces abroad for their own use are excluded from export 
s Stics. 


Source: Foreign Commerce Weekly, June 28, 1954. 
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TABLE 2.—United States merchandise exports and imports and ort surplus in 
relation to gross national product: 1929, 1933, 1937, 1989, and 1947-53 


{Value in millions of dollars] 
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1 Department of Commerce estimates. 
2 Merchandise trade as recorded in balance-of-payments statistics, representing all transfers of ownership 
of movable goods between the United States and foreign countries. 


Source: Foreign Commerce Weekly, June 28, 1954. 


Your committee has given careful consideration to the fact that 
some domestic industries stated that they have serious problems relat- 
ing to their continued survival. Many of these industries appeared 
before the committee and attributed their troubles to inadequate 
tariff protection. However, careful examination of the facts has 
demonstrated that, in many cases, their ills appear to be attributable 
to causes other than tariff policy, such as technological progress and 


changes in consumer preferences. 

H. R. 1 does not affect the many safeguards contained in existing 
law to protect American agriculture, industry, commerce, and labor 
such as the peril point, escape clause, and other legislation such as 
antidumping laws and countervailing duties. 

It is the opinion of your committee that the expectations of agri- 
culture, industry, and commerce for productive growth and expanding 
eggs will be furthered under H. R. 1 with resulting benefits to 
abor. 


E. Appendixes 


: At the end of the report there is contained appendixes as noted 
elow: 

Appendix A.—An analysis of some of the major criticisms trade- 
agreements program opponents have raised, as follows: 

United States tariffs are already the lowest in the world. 

The trade-agreements program is not reciprocal. 

Defense industries and skills are not adequately protected. 

Passage of H. R. 1 should await the outcome of the Japanese 
negotiations. 

Passage of H. R. 1 should await the outcome of the renegotia- 
tion of GATT. 

Appendix B.—Testimony and comments of persons supporting 
H. R. 1, as follows: Executive departments, business and industry, 
agriculture, labor, public interest groups, and press support. 

Appendix C.—Accomplishments of the trade-agreements program. 

Appendix D.—A description of how a trade agreement is made, 
describing the procedures which are followed. 
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Ill. Tecunicat ANAtysts or H. R. 1 as Reportep 


The first section of the bill provides that the bill when enacted 

“~~ be cited as the Trade Agreements Extension Act of 1955. 

ection 2: This section extends the period during which the President 
is authorized to enter into foreign trade agreements for an additional 
period, from June 12, 1955, through June 30, 1958. 

Section 3: This section amends section 350 of the Tariff Act of 
1930, as amended, which contains the basic authority to enter into 
and carry out trade agreements. 

Subsection (a) of section 350, containing six numbered paragraphs, is 
set forth in the bill in its proposed amended form. 

Paragraph (1) of subsection (a) sets forth the purpose for which the 
President may enter into trade agreements. The text preceding sub- 
paragraph (A) repeats existing law. 

Subparagraph (A) of paragraph (1) authorizes the President to enter 
into foreign trade agreements with foreign governments or instru- 
mentalities thereof containing provisions with respect to international 
trade, including provisions relating to tariffs, to most-favored-nation 
standards and other standards of nondiscriminatory treatment affect- 
ing such trade, to quantitative import and export restrictions, to 
customs formalities, and to other matters relating to such trade 
designed to promote the purpose of section 350 similar to any of the 
foregoing. 

Subparagraph (A) of paragraph (1), as amended by the committee, 
contains two provisos. The first proviso states that no provision of 
any foreign trade agreement shall be given effect in the United States 
in a Manner inconsistent with existing legislation of the United States. 
The second proviso states that the enactment of this bill shall not be 
construed to determine or indicate the approval or disapproval by the 
Congress of organizational provisions of any foreign trade agreement 
entered into under section 350 of the Tariff Act of 1930. 

Subparagraph (B) of paragraph (1), authorizing the carrying out of 
trade agreements by proclamation, makes no change in existing law. 
The authority to carry out trade agreements by proclamation is no 
broader (and no narrower) than under existing law (the terms of 
which are identical with the terms of subparagraph (B)). 

Paragraph (2) of subsection (a) is divided into subparagraphs (A), 
(B), (C), (D), and (E): 

Subparagraph (A) continues unchanged the present prohibition 
against increasing any rate of duty to a rate more than 50 percent 
above the rate existing on January 1, 1945. 

Subparagraph (8B) continues unchanged the present prohibition 
against imposing a duty on a duty-free article or exempting from 
duty a dutiable article. 

Subparagraph (C) continues unchanged (with respect to trade 
agreements entered into before June 12, 1955) the present prohibition 
against decreasing any rate of duty to a rate lower than 50 percent 
below the rate existing on January 1, 1945. 

Subparagraph (D) fixes maximum limits on decreases in rates which 
may be made to carry out trade agreements entered into on or after 
June 12, 1955. <A rate of duty may be reduced under three alter- 
native methods which are set out in clauses (i), (ii), and (iii). These 
alternatives are not cumulative but the President may decrease a 
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rate to the lowest of the rates resulting from application of any of the 
alternative methods. 

Clause (i) authorizes decreases in any rate to 15 percent below the 
rate existing on July 1, 1955 (that is, to a rate which is 85 percent 
of the rate existing on July 1, 1955). 

Clause (ii) authorizes decreases in any rate to 50 percent of the rate 
existing on January 1, 1945, on products which are normally not 
imported into the United States or which are normally imported in 
negligible quantities. 

Carer the first sentence of this clause, as amended by the commit- 
tee, the President, in applying the negligible quantities test, will take 
into account the competitive impact on the domestic market of the 
amount of the article normally imported into the United States. 

The second sentence of this clause (ii), as amended by the committee, 
requires identification of articles included in any list furnished to the 
Tariff Commission for ‘peril point’”’ determination pursuant to section 
3 (a) of the Trade Agreements Extension Act of 1951, as to which 
reduction is authorized by this clause. The committee intends that, 
insofar as practicable, articles for which a reduction in duties is author- 
ized by clause (iii) will be similarly identified. 

Clause (iii) authorizes decreases in rates of duty which are higher 
than 50 percent ad valorem (or equivalent) to 50 percent ad valorem 
(or equivalent). In the case of articles subject in whole or in part 
to a specific rate of duty (i. e., 5 cents per pound, or 5 cents per 
pound plus 20 percent ad valorem), the determination of whether a 
rate of duty is higher than 50 percent ad valorem, and the determina- 
tion of a rate equivalent to the 50 percent ad valorem rate to which 
it may be reduced, will be made by the President on the basis of the 
value of imports of such products during a period which he finds is 
representative. 

In making such determination, the President is to be guided, to the 
maximum extent practicable, by the standards of valuation for 
customs purposes contained in section 402 of the Tariff Act of 1930, as 
the provisions of that section exist during the representative period. 
The reference to the standards of valuation contained in section 402 of 
the Tariff Act of 1930 is to make it clear that no action may be taken 
under the second sentence of this clause which would result in any 
change in existing rules for determining the basis on which any ad 
valorem rate of duty is to be assessed. For example, if a rate of 50 
percent ad valorem is established pursuant to such second sentence 
with respect to an article subject to a rate of duty any part of which 
may be based on American selling price (as defined in sec. 402 (g) of 
the Tariff Act of 1930), the new rate would be subject to application 
on the basis of American selling price in the same manner as the ad 
valorem rate is applied under existing law. 

Subparagraph (E) deals with the special situation involving Japan. 
This subparagraph provides that in connection with a trade agreement 
involving Japan, which is entered into on or after June 12, 1955, 
duties may be decreased to as low as 50 percent below the rate exist- 
ing on January 1, 1945, if the President determines such decreases are 
necessary to provide expanding export markets for Japanese products. 
Under existing law the President is authorized to make such reduc- 
tions only to carry out trade agreements entered into prior to June 12, 
1955. The authority under this subparagraph may be used only in 
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connection with negotiations involving Japan, a notice of which was 
published in the Federal Register on November 16, 1954. 

When read together with the definition of ‘‘existing’’ contained in 
section 350 (c) (2) (C) (as added by the bill), the results under subpara- 
graph (D) (i) and subparagraph (b) of paragraph (2) are as follows: If 
the trade agreement involving Japan is entered into before July 1, 1955 
(whether or not before June 12, 1955), the President will have author- 
ity (1) in carrying out that agreement, to reduce the rates on products 
included therein to 50 percent of the rates existing on January 1, 1945, 
and (2) in connection with other trade agreements entered into on or 
after June 12, 1955, to reduce by an additional 15 percent (in accord- 
ance with the alternative specified in clause (i) above) the rates for 
such products agreed to in such agreement involving Japan. If the 
trade agreement involving Japan is entered into on or after July 1, 
1955, the authority to decrease a rate to 50 percent below the rate 
existing on January 1, 1945, will continue; but to the extent that this 
authority is exercised with respect to any rate, the authority under the 
clause (i) alternative (to decrease that rate by 15 percent of the rate 
existing on July 1, 1955) will be correspondingly reduced or eliminated. 
For example, assume that in the case of article ““X’’ (on which the 
January 1, 1945, rate of duty was 50 percent ad valorem and the July 
1, 1955, rate of duty is 40 percent ad valorem) the negotiated rate 
under the Japan agreement is 35 percent. Since the reduction under 
the Japan agreement would be equal to 12% percent of the rate 
existing on July 1, 1955, subsequent agreements could provide for an 
additional 2% percent decrease of the July 1, 1955, rate (that is, a 
decrease to 34 percent ad valorem). 

Paragraph (3) of subsection (a), divided into subparagraphs (A), (B), 
(C), and (D), establishes, among other things, procedures for giving 
effect gradually (at intervals of at least a year) to decreases (under the 
three alternatives in paragraph (2) (D)) in rates made pursuant to 
agreements entered into on or after June 12, 1955. 

In connection with the Tariff Commission’s determination of ‘‘peril 
points’”’ where the gradual reductions required by the bill are involved, 
the bill contemplates that the Commission will determine the peril 
point for an article on the basis of the total permissible reduction 
rather than on the basis of the application of the total permissible 
reduction on a gradual basis. 

Subparagraph (A), except as limited by subparagraphs (B) and 
(C) of paragraph (3), continues in substance the provision of existing 
law that. the proclaimed duties and other import restrictions shall be 
in effect from and after such time as is specified in the proclamation. 

Subparagraph (B) fixes the time limits within which the decreases 
in rates authorized by subparagraph (D) of paragraph (2) described 
above may be made effective. These time limits are as follows: A 
decrease of no more than 5 percent of the rate existing on July 1, 1955, 
may become initially effective at one time if the total amount of the 
decrease is 15 percent or less. If the total amount of the decrease is 
greater than 15 percent, no more than one-third of the decrease may 
become initialiy effective at one time. In the case of any of the three 
alternatives, no part of the decrease after the first part can become 
initially effective until the immediately previous part has been in effect 
for at least 1 year. 
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Subparagraph (C) provides that (subject to an exception stated in 
the second sentence of the subparagraph as explained below) no 
decreases under the first alternative method (the 15-percent decrease 
authority) may be made effective after the expiration of the 3-year 
period which begins on July 1, 1955 (that is, after June 30, 1958). The 
result of this limitation, when applied with the 1-year requirement for 
each decrease, is that the full 15-percent decrease under the first alter- 
native cannot be made unless the first 5-percent decrease takes effect 
before July 1, 1956. Subparagraph (C) does not apply to the second 
alternative (the authority to reduce by 50 percent of the January 1, 
1945, rate in case of negligible quantities or no imports), or to the 
third alternative (the authority to reduce a rate to 50 percent ad 
valorem). The exception to the June 30, 1958, deadline in the case 
of the first alternative method (the 15-percent decrease authority) 
relates to the situation where, by reason of legislation of the United 
States or action thereunder, a decrease which had been made by virtue 
of the exercise of that authority and given effect, and which was 
thereafter nullified, could be reapplied (and its successive stages, if 
any, applied), even though the 3-year period extended beyond June 30, 
1958. The following illustrates the application of subparagraph (C) 
in a case where the first decrease takes effect before July 1, 1956: 

(1) Assume the following: 

(A) The first 5 percent decrease takes effect on April 15, 
1956, and remains in effect until the close of November 30, 
1956 (a total of 230 days). 

(B) On December 1, 1956, the reduced duty is increased 
as a consequence of an escape-clause action. 

(C) The duty resulting as a consequence of the escape- 
clause action remains in effect through May 31, 1957 (a total 
of 182 days). 

(D) On June 1, 1957, the decreased rate is restored. 

(2) Under the facts stated in paragraph (1) above, the 5-percent 
decrease will not have been in effect for a total period of 1 year 
until the close of October 13, 1957. Thus, if the second decrease 
is to become effective it must become effective no earlier than 
October 14, 1957, and no later than December 29, 1958 (182 days 
after June 30, 1958). In order to permit the third decrease to 
become effective, the second decrease must become effective on 
or before December 29, 1957. 

(3) If the second decrease takes effect on October 14, 1957, 
and remains in effect for 1 year through October 13, 1958, then 
the third decrease could take effect at any time on or after Oc- 
tober 14, 1958, and before December 30, 1958. 

Subparagraph (D) of this paragraph permits the rounding out of 
rates in order to simplify the computation of the amount of duty under 
any of the alternative methods of decreases. Under the precise appli- 
cation of the limitations specified in the alternative methods (and 
particularly under the 3-step application thereof) unusual and 
cumbersome fractions might be present in some rates. To avoid 
complication of tariff schedules by including such fractions, provision 
is made for a narrow tolerance, not to exceed one-half of 1 percent 
ad valorem, for rounding out such fractions to whole numbers or to 
fractions such as are customarily used in our tariff schedules. The 
purpose of this provision is to contribute to tariff simplification by 
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avoiding burden on trade represented by rates stated in complicated 
fractions which make computations of duties difficult. 

Paragraph (4) of subsection (a) adds to section 350 a requirement 
that the President; in exercising his authority under that section, is 
to avoid the subdivision of classification categories to the maximum 
extent he deems practicable and consistent with the purpose of section 
350. This provision was inserted in order that further complication 
of the existing tariff structure might be avoided. It does not au- 
thorize reclassification of any article, but refers to the breaking up 
of an existing classification into additional subdivisions. 

Paragraph (5) of subsection (a), as amended by the committee, 
provides that trade-agreement concessions shall apply to imports of 
the goods of all countries, except that the President shall, as soon as 
practicable, suspend the application of these rates to the products of 
countries which discriminate against American commerce or engage 
in other conduct tending to defeat the purpose of section 350. As 
under existing law, this provision is subject to section 5 of the Trade 
Agreements Extension Act of 1951, which requires the President to 
withdraw benefits of trade-agreement concessions to imports from 
U.S. S. R. and from any nation or area dominated or controlled by 
the foreign government or foreign organization controlling the world 
Communist movement. By making its amendment, the committee 
intends that the President withdraw most-favored-nation treatment 
from a country after he has had reasonable time to make efforts to get 
that country to cease its discriminatory treatment against American 
commerce or to rectify the other acts or policies which in his opinion 
tend to defeat the purpose of section 350. 

Paragraph (6) of subsection (a) authorizes the President to terminate 
at any time, in whole or in part, any proclamation made pursuant to 
section 350. This continues a provision of existing law; it has been 
moved to this separate paragraph solely for reasons of clarity. 

Subsection (6) of section 3 of the bill amends existing law to make 
clear ve limits of authority to reduce tariffs with respect to products 
of Cuba. 

Paragraph (1) of this subsection (6) deals with foreign trade agree- 
ments, whether with Cuba or any other country, which may be 
entered into before June 12, 1955, and continues unchanged the 
present authority to decrease duties on Cuban products to 50 percent 
of the rates existing on January 1, 1945, for such products. 

Paragraph (2) of this subsection deals with trade agreements which 
may be concluded on or after June 12, 1955. Just as the proposed sub- 
section (a) (2) (D) of section 350 confers authority to reduce general 
rates of duty (applicable to products other than Cuban products) by 
the use of 3 alternative methods, this paragraph gives parallel au- 
thority (the same 3 alternatives) with respect to the rates applicable 
to Cuban products, which in most cases are preferential. Under 
the third alternative method, the President could reduce all general 
rates which exceed 50 percent ad valorem to 50 percent ad valorem; 
in giving parallel authority with respect to products of Cuba, the last 
sentence of this paragraph authorizes the President to establish a 
rate for Cuban products lower than 50 percent ad valorem if necessary 
to maintain the absolute margin of preference to which the products 
of Cuba are entitled. Any decreases in the Cuban rates under the 
three alternatives must also be spread over a period of at least 3 years. 
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The reference to subsection (a) (2) (E) in this paragraph would permit 
decreasing duties on Cuban products to 50 percent of the rates existing 
on January 1, 1945, for such products if the trade agreement involving 
Japan is not entered into until on or after June 12, 1955. 

Subsection (c) of section 3 makes necessary technical amendments to 
subsection (c) of section 350 to conform with substantive changes in 
other parts of the bill. It is made clear that the limitations on in- 
creases or decreases in duty relate to rates of duty other than rates 
of duty which apply to products only by reason of action taken under 
section 5 of Trade Agreements Extension Act of 1951. For a discus- 
sion of the new paragraph (2) (C), see the explanation contained in 
the paragraph explaining subsection (a) (2) (E). 

It was considered unnecessary to include among the definitions 
contained in subsection (c) of section 350 a definition of the term 
“customs formalities,’ since that term has a well-established meaning 
when used in connection with reciprocal trade agreements and in 
connection with the administration of the customs laws of the United 
States. When so used, such term relates only to the character, form, 
and number of the papers required and procedural steps to be taken for 
clearing articles, carriers, and persons through customs. It does not 
include matters entering into the amounts of duties required to be paid 
on particular articles, such as the terms of statutes or proclamations 
under which imports are classified to determine their tariff status and 
statutory provisions under which values for duty are fixed. 

Subsection (d) of section 3 adds a new subsection (e) to section 350, 
requiring the President to submit to Congress annually a report on 
the trade-agreements program as recommended by the Commission 
on Foreign Economic Policy. The report is to contain, among other 
things, information on modifications of trade agreements, including a 
report on the incorporation of escape clauses in existing agreements, 
and information relating to agreements entered into. 

Section 4: This section deletes the requirements now in section 
6 (b) of the Trade Agreements Extension Act of 1951 that the Presi- 
dent report semiannually regarding action taken to incorporate 
escape clauses into existing agreements. New developments on this 
score would be covered by the comprehensive annual report of the 
President provided for in the new section 350 (e) described above. 

Section 5: The bill as introduced contained a section 5 which would 
have authorized the President, without entering into any foreign 
trade agreement, to reduce by 50 percent the rate of duty existing 
on January 1, 1945, in the case of any product which was not being 
imported into the United States or was being imported into the United 
States only in negligible quantities. Under the committee amend- 
ment, this seciion is deleted from the bill. 


IV. CHances tn Existine Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Section 350 or tue Tarirr Act or 1930 


Sec. 350. (a) (1) For the purpose of expanding foreign markets for the products 
of the United States (as a means of assisting in establishing and maintaining a 
better relationship among various branches of American agriculture, industry, 
mining, and commerce), by regulating the admission of foreign goods into the 
United States in accordance with the characteristics and needs of various branches 
of American production so that foreign markets will be made available to those 
branches of American production which require and are capable of developing 
such outlets by affording corresponding market opportunities for foreign products 
in the United States, the President, whenever he finds as a fact that any existing 
duties or other import restrictions of the United States or any foreign country 
are unduly burdening and restricting the foreign trade of the United States 
and that the purpose above declared will be promoted by the means hereinafter 
specified, is authorized from time to time— 

{(1) To enter inte fcreign trede agreements with foreign governments or 
instrumentalities thereof; and 

{(2) To proclaim such mcdifications of existing duties and other import 
restrictions, or such additional import restrictions, or such continuance, and 
for such minimum periods, of existing customs or excise treatment of any 
article covered by foreign trade agreements, as are required or appropriate 
to carry out any foreign trade agreement that the President has entered into 
hereunder. No proclamation shall be made increasing or decreasing by mcre 
than 50 per centum any rate of duty, however established, existing on January 
1, 1945 (even though temporarily suspended by Act of Congress), or trans- 
ferring any article between the dutiable and free lists. The proclaimed duties 
and other import restrictions shall apply to articles the growth, produce, or 
manufacture of all foreign countries, whether imported directly, cr indirectly: 
Provided, That the President may suspend the application to articles the 
growth, produce, or manufacture of any country because cf its discriminatory 
treatment of American commerce or because of other acts (ineluding the 
cperations of international cartels) or policies which in his opinion tend to 
defeat the purpcses set forth in this section; and the proclaimed duties and 
other import restrictions shall be in effect from and after such time as is 
specified in the proclamation. The President may at any time terminate 
any such proclamation in whole or in part.] 

(A) To enter into foreign trade agreements with foreign governments or 
instrumentalities thereof containing provisions with respect to international 
trade, including provisions relating to tariffs, to most-favored-nation standards 
and other standards of nondiscriminatory treatment affecting such trade, to 
quantitative import and export restrictions, to customs formalities, and to other 
matters relating to such trade designed to promote the purpose of this section 
similar to any of the foregoing: Provided, That, eacept as authorized by sub- 
paragraph (B) of this paragraph, no such provision shall be given effect in the 
oa States in a@ manner inconsistent with existing legislation of the United 

tates. 

(B) To proclaim such modifications of existing duties and other import 
restrictions, or such additional import restrictions, or such continuance, and for 
such minimum periods, of existing customs or excise treatment of any article 
covered by foreign trade agreements, as are required or appropriate to carry out 
any foreign trade agreement that the President has entered into hereunder. 

(@) No proclamation pursuant to paragraph (1) (B) of this subsection shall be 
made— 

(A) Increasing by more than 50 per centum any rate of duty existing on 
January 1, 1944. 

(B) Transferring ar y article between the dutiable and free lists. 

(C) In order to carry out a foreign trade agreement entered into by the Presi- 
dent before June 12, 1955, decreasing by more than 50 per centum any rate of 
duty existing on Januory 1, 1945. 

(D) In order to carry out a foreign trade agreement entered into by the Presi- 
dent on or after June 12, 1955, decreasing (except as provided in subparagraph 
(E) of this paragraph) any rate of duty below the lowest of the following rates: 

(i) The rate 15 per centum below the rate existing on July 1, 1956. 

(ii) In the case of any article which the President determines, at the time 
the foreign trade agreement is entered into, is not being imported into the 
United States or 1s being imported into the United States in negligible 
on the rate 50 per centum below the rate existing on January 1, 
1946. 
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(tit) In the case of any article subject to an ad valorem rate of duty above 
50 per centum (or a combination of ad valorem rates aggregating more than 
50 per centum), the rate 50 per centum ad valorem (or a combination of ad 
valorem rates aggregating 50 per centum). In the case of any article sub- 
ject to a specific rate of duty (or a combination of rates including a specific 
rate) the ad valorem equivalent of which has been determined by the Presi- 
dent to have been above 50 per centum during a period determined by the 
President to be a representative period, the rate 50 per centum ad valorem 
or the rate (or a combination of rates), however stated, the ad valorem equiva- 
lent of which the President determines would have been 50 per centum during 
such period. The standards of valuation contained in section 402 of this 
Act (as in effect during the representative period) shall be utilized by the 
President, to the maximum extent he finds such utilization practicable, in 
making the determinations under the preceding sentence. 

(E) In order to carry out a foreign trade agreement entered into by the President 
on or after June 12, 1955, to which the Government of Japan is a party and 
with respect to which notice of intention to negotiate was published on November 
16, 1954 (19 F. R. 7879), if the President determines that such decrease is 
necessary in order to provide expanding export markets for products of Japan 
(including such markets in third countries), decreasing by more than 50 per 
centum any rate of duty existing on January 1, 1945. © 

(3) (A) Subject to the provisions of subparagraphs (B) and (C) of this paragraph, 
the provisions of any proclamation made under paragraph (1) (B) of this subsection, 
and the provisions of any proclamation of suspension under paragraph (5) of this 
subsection, shall be in effect from and after such time as is specified in the proclamation. 

(®) In the case of any decrease in duty to which paragraph (2) (D) of this subsection 
applies— 

(t) if the total amount of the decrease under the foreign trade agreement does 
not exceed 15 per centum of the rate existing on July 1, 1955, the amount of 
decrease becoming initially effective at one time shall not exceed 5 per centum of 
the rate existing on July 1, 1955; 

(1t) except as provided in clause (i), not more than one-third of the total 
amount of the decrease under the foreign trade agreement shall become initially 
effective at one time; and 

(itt) no part of the decrease after the first part shall become initially effective 
until the immediately previous part shall have been in effect for a period or periods 
aggregating not less than one year. 

No part of anv decrease in duty to which the alternative specified in paragraph 

(2) (D) (ad of this subsection applies shall become initially effective after the expiration 

of the three-year period which begins on July 1, 1955. If any part of such decrease 

has become effective, ther for purposes of this subparagraph any time thereafter during 

which such part of the decrease is not in effect by reason of legislation of the United 

States or action thereunder shall be excluded in determining when the three-year 
eriod expires. 

(D) If the President determines that such action will simplify the computation of 
the amount of duty imposed with respect to an article, he may exceed any limitation 
specified in paragraph (2) (D) or (FE) of this subsection or subparagraph (B) of this 
paragraph by not more than whichever of the following is lesser: 

(i) The difference between the limitation and the next lower whole number, or 

(it) One-half of 1 per centum ad valorem. 

In the case of a specific rate (or of a combination of rates which includes a specific 
rate), the one-half of 1 per centum specified in clause (ii) of the preceding sentence 
shall be determined in the same manner as the ad valorem effect of rates not stated 
wholly in ad valorem terms is determined for the purposes of paragraph (2) (D) (itt) 
of this subsection. 

(4) In exercising his authority under this section, the President shall avoid, to the 
maximum extent he deems practicable and consistent with the purpose of this section, 
the subdivision of classification categories. 

(5) Subject to the provisions of section 5 of the Trade Agreements Extension Act 
of 1951 (19 U.S. C., sec. 1362), duties and other import restrictions proclaimed 
pursuant to this section shall apply to articles the growth, produce, or manufacture of 
all foreign countries, whether imported directly or indirectly: Provided, That the 
President may suspend the application to articles the growth, produce, or manufac- 
ture of any country because of its discriminatory treatment of American commerce 
or because of other acts (including the operations of international cartels) or policies 
which in his opinion tend to defeat the purpose of this section. 

(6) The President may at any time terminate, in whole or in part, any proclamation 
made pursuant to this section, 
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(b) Nothing in this section shall be construed to prevent the application, with 
oe to rates of duty established under this section pursuant to agreements 
with countries other than Cuba, of the provisions of the treaty of commercial 
reciprocity concluded between the United States and the Republic of Cuba on 
December 11, 1902, or to preclude giving effect to an exclusive agreement with 
Cuba concluded under this section, modifying the existing preferential customs 
treatment of any article the growth, produce, or manufacture of Cuba. Nothing 
in this Act shall be construed to preclude the application to any product of Cuba 
(including products preferentially free of duty) of a rate of duty not higher than 
the rate applicable to the like products of other foreign countries (except the 
Philippines), whether or not the application of such rate involves any preferential 
customs treatment. No rate of duty on products of Cuba [shall in any case be 
decreased by more than 50 per centum of the rate of duty, however established, 
existing on January 1, 1945 (even though temporarily suspended by Act of Con- 
gress) ] shall be decreased— 

(1) In order to carry out a foreign trade agreement entered into by the President 
before June 12, 1955, by more than 50 per centum of the rate of duty existing on 
January 1, 1945, with respect to products of Cuba. 

(2) In order to carry out a foreign trade agreement entered into by the President 
on or after June 12, 1955, below the applicable alternative specified in subsection 
(a) (2) (D) or (E) (subject to the provisions of subsection (a) (3) (B), (C), and 
(D)), each such alternative to be read for the purposes of this paragraph as relating 
to the rate of duty applicable to products of Cuba. With respect to products of 
Cuba, the limitation of subsection (a) (2) (D) (iii) may be exceeded to such 
extent as may be required to maintain an absolute margin of preference to which 
such products are entitled. 

(c) (1)_As used in this section, the term “duties and other import restrictions” 
includes [(1)] (A) rate and form of import duties and classification of articles, 
and [(2)] (B) limitations, prohibitions, charges, and exactions other than duties, 
imposed on importation or imposed for the regulation of imports. 

(2) For purposes of this section— 

(A) Except as provided in subsection (d) and subparagraph (C) of this 
paragraph, the terms “existing on January 1, 1945” and “existing on July 1, 
1955” refer to rates of duty (however established, and even though temporarily 
suspended by Act of Congress or otherwise) existing on the date specified, except 
rates in effect by reason of action taken pursuant to section 5 of the Trade Agree- 
ments Extension Act of 1951 (19 U. S. C., sec. 1362). 

(B) The term “‘existing’’ without the specification of any date, when used with 
respect to any matter relating to the conclusion of, or proclamation to carry out, a 
foreign trade agreement, means existing on the day on which that trade agreement 
is entered into. 

(C) In applying paragraphs (2) (D) (i) and (3) (B) (7) of subsection (a), the 
rate of duty on an article included in a foreign trade agreement with respect to 
which notice of intention was published on November 16, 1954 (19 F. R. 7379), if 
such agreement is entered into before July 1, 1955, shall be considered to be the 
rate “existing on July 1, 1955”. 

(d) (1) When any rate of duty has been increased or decreased for the duration 
of war or an emergency, by agreement or otherwise, any further increase or de- 
crease shall be computed upon the basis of the post-war or post-emergency rate 
carried in such agreement or otherwise. 

(2) Where under a foreign trade agreement the United States has reserved the 
unqualified right to withdraw or modifv, after the termination of war or an emer- 
gency, a rate on a specific commodity, the rate on such commodity to be considered 
as “existing on January 1, 1945” for the purpose of this section shall be the rate 
which would have existed if the agreement had not been entered into. 

(3) No proclamation shall be made pursuant to this section for the purpose of 
carrying out any foreign trade agreement the proclamation with respect to which 
has been terminated in whole by the President prior to the date this subsection is 
enacted. 

(e) The President shall submit to the Congress an annual report on the operation 
of the trade agreements program, including information regarding new negotiations, 
modifications made in duties and import restrictions of the United States, reciprocal 
concessions obtained, modifications of existing trade agreements in order to effectuate 
more fully the purposes of the trade agreements legislation (including the incorpora- 
tion therein of escape clauses), and other information relating to that program and to 
the agreements entered into thereunder. 
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Section 6 oF THE TRADE AGREEMENTS Extension Act or 1951 


Sec. 6. (a) No reduction in any rate of duty, or binding of any existing customs 
or excise treatment, or other concession hereafter proclaimed under section 350 
of the Tariff Act of 1930, as amended, shall be permitted to continue in effect 
when the product on which the concession has been granted is, as a result, in 
whole or in part, of the duty or other customs treatment reflecting such concession 
being imported into the United States in such increased quantities, either actual 
or relative, as to cause or threaten serious injury to the domestic industry pro- 
ducing like or directly competitive products. 

(b) The President, as soon as practicable, shall take such action as may be 
necessary to bring trade agreements heretofore entered into under section 350 
of the Tariff Act of 1930, as amended, into conformity with the policy established 
in subsection (a) of this section. 

[On or before January 10, 1952, and every six months thereafter, the President 
shail report to the Congress on the action taken by him under this subsection. ] 
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MINORITY VIEWS 


We are opposed to H. R. 1. 

There are those who seek to identify the opposition to this legisla- 
tion as simply “high tariff.’’ This approach obscures the real issues 
presented by the bill, and it ignores the fact that the United States is 
already among the very lowest tariff nations of the world. 

We do not base our opposition to H. R. 1 on the ground that there 
should be a general increase in tariffs. In fact, we recognize that in 
selective areas actual reductions in existing tariffs might be appro- 
priate.' 

On the contrary, we base our opposition on this basic premise: 
that any tariff policy of the United States should at least place foreign 
producers, having lower costs, in a comparable competitive position 
in the United States market with efficient, domestic producers. Such 
a policy should not discriminate in favor of foreign producers and 
against United States labor and producers. In addition, it should 
give full weight to considerations of national defense and to domestic 
health and welfare, and should provide adequate and effective pro- 
cedures to accomplish these objectives. 

We agree with the statement of President Eisenhower contained 
in his first state of the Union message February 2, 1953, when he 
declared in connection with his request for extension of the trade- 
agreements authority: 

This objective must not ignore legitimate safeguarding of domestic industries 
agriculture, and labor standards. 

We agree with the report of the Commission on Foreign Economic 
Policy when it declares that— 

American labor should not be subjected to unfair competition as a part of any 
program to expand our foreign trade. 

bad cannot agree that H.R. 1 contains such provisions and safe- 
guards. 


ANALYSIS OF H. R. 1 


1. Summary of rate reductions authorized.—As reported by the 
committee, H. R. 1 authorizes the following decreases in rates of duty: 
(a) Fifteen percent below the July 1, 1955, rate with respect to 
all rates of duty; 
(b) Fifty percent below the January 1, 1945, rate on articles 
normally imported in negligible quantities; 
(c) Down to 50 percent ad valorem where rates are above 
that percentage; and 
(d) As for Japan, 50 percent below the January 1, 1945, rate 
if the trade agreement is entered into between June 12, 1955, 
and July 1, 1955, to be followed by the additional 15-percent 
reduction below the new July 1, 1955, rate. 
1 In this connection, two of the undersigned, Mr. Reed and Mr. Mason, have introduced bills, H. R. 


3609 and H. R. 3604, respectively, to suspend the tariff on imports of aluminum, and Mr. Reed has intro- 
duced a bill, H. R. 3202, to extend the present suspension of duty on imports of copper. 
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The authority to make such rate reductions expires on July 1, 1958, 
and there is no provision that these reductions shall be noncumulative. 

In all its hearings, the committee obtained no facts as to the likely 
effect of the proposed tariff reductions upon our imports or exports. 
There was no evidence as to the articles which will be affected by the 
proposed reductions nor as to the reason why “5 percent per year”’ is 
of singular validity as distinguished from other percentages. Like- 
wise, there was no information available to the committee as to why 
“50 percent,’ as distinguished from some other percentage, is the 
proper amount to which rates in excess of that figure should be re- 
duced. Nor were we told what items are imported in “negligible” 
quantities or the justification for an arbitrary reduction in the rates 
of duty on such commodities by 50 percent. 

While the report of the Commission on Foreign Economic Policy 
as well as the President’s message to the Congress emphasizes that 
tariff reductions must be applied selectively, H. R. 1 is significantly 
silent on this point. 

2. Broader powers conferred by H. R. 1.—The present basic authority 

anted the President is “to enter into foreign trade agreements with 
oreign governments or instrumentalities thereof;’. The bilateral 
agreements from 1934 to 1943 and the multilateral agreements from 
1947 to date were entered into under this authority. H.R. 1 provides 
a broader statement of this authority. 

The language which H. R. 1 adds to the basic grant of powers to 
the President is descriptive of the subjects covered in the commercial 
policy section (as contrasted with the organizational provisions) of 
GATT, an international agreement described below. Under H. R. 1, 
the President would be authorized (italicized words are new language)— 
To enter into foreign trade agreements with foreign governments or instrumentali- 
ties thereof containing provisions with respect to tnternational trade, including 
provisions relating to tariffs, to most-favored-nation standards and other standards 
of nondiscriminatory treatment affecting such trade, to quantitative import and 
export restrictions, to customs formalities, and to other matters relating to such trade 
designed to promote the purpose of this section similar to any of the foregoing: Pro- 
vided, That no such provision shall be given effect in the United States in amanner 
inconsistent with existing legislation of the United States. 


We have been unable to determine the intended purpose of this new 
language. We have been told that it is merely descriptive of the 
authority which the State Department already assumes it has and 
which it has already exercised. If this is, in fact, the case, we see no 
necessity for its inclusion in this legislation. The specific grants of 
authority which are now mentioned for the first time, such as “‘quanti- 
tative import and export restrictions” and ‘“‘customs formalities’’ are 
themselves so vague as to furnish no clear guide as to what is meant 
However, the grant also extends to “such other matters relating to 
such trade designed to promote the purpose of this section similar to 
any of the foregoing.’’ No one knows to what this refers. Is it 
intended to constitute authorization or approval for the substantive 
provisions of GATT? Absolutely no need for this new language has 
been demonstrated. It should be eliminated as unnecessary. 

In addition, for the first time H. R. 1 would explicitly authorize the 
President to commit the United States in a trade agreement with one 
country to grant concessions to unnamed third countries. This 
unique provision is designed to implement the declared purpose of the 
negotiations with Japan (sec. 3 (a) (2) (E) of the bill)—namely, to 
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provide expanding export markets for that country’s products, in- 
cluding such nakkets in third countries. This is in contrast to the 
Trade Agreements Act’s stated purpose of “expanding foreign markets 
for products of the United States.” It, thus, eliminates the concept 
of reciprocity which underlies all previous delegations of tariff au- 


thority. 

3. Relation to GATT.—GATT is an abbreviation for the General 
Agreement on Tariffs and Trade, an international agreement to which 
the United States is a party. 

The contracting parties to GATT bind themselves with respect 
to tariff rates, quotas, countervailing duties, etc. Presumably, the 
United States does not, as a member of GATT, bind itself in con- 
travention of existing legislation by the Congress. But in areas in 
which Congress has not acted, an agreement within GATT (for ex- 
ample as to agricultural import quotas) would in practice preclude 
future congressional action in the same area if such action would be 
in violation of the GATT agreement. 

GATT has never been submitted to the Congress for approval. 
We are concerned that the sweeping grant of authority discussed 
above can be interpreted as constituting such approval. It has been 
denied that this is the intention but the new language contained in 
the bill would seem to speak for itself, perhaps with especial clarity to 
the other members of GATT. 


Recent extensions of the trade-agreements authority have con- 
tained this provision: 


The enactment of this Act shall not be construed to determine or indicate 
the approval er disapproval by the Congress of the Executive agreement known 
as the General Agreement on Tariffs and Trade. 

An identical amendment to H. R. 1 was offered in the committee 
and rejected by the majority. We are at a loss to understand that 
rejection. An amendment was adopted to H. R. 1 to provide that 
its enactment will not constitute approval or disapproval of the 
organizational provisions of any trade agreement. We raise the 
question of whether this amendment does not by inference clearly 
imply approval of the substantive provisions of GATT. 

4. Ultimate uncertainty of rate reductions ——Both the report of the 
Commission on Foreign Economic Policy and the message of the 
President to the Congress on January 10, 1955, recommended the 
grant of authority to reduce “existing” tariffs by 15 percent. It 
might be supposed that this recommendation referred to a reduction 
in tariff rates now in effect. If that were so, the Congress would 
have a clear guide at least to how much of a reduction authority it was 
delegating in H. R. 1. However, that is not the case. 

H. R. 1 provides that the 15-percent reduction shall be made with 
respect to the rates ‘existing on July 1, 1955.’’ Why is this signifi- 
cant? It is significant and vitally important because negotiations 
are about to commence with Japan and subsequent negotiations with 
many GATT parties in Geneva. Any tariff concessions granted to 
Japan will be extended automatically under the most-favored-nation 
principle to all countries of the world (outside the Communist bloc). 
If these concessions are granted prior to July 1, 1955, the new rates 
will form the basis for the additional 15-percent reduction. As a 
result, neither Government witnesses before the committee nor the 





26 TRADE AGREEMENTS EXTENSION ACT OF 1955 


Tariff Commission have been able to give any estimate of what the 
ultimate level under the reductions authorized by H. R. 1 will be. 

5. Uncertainties in authority to reduce tariffs on articles imported in 
negligible quantities.—Under H. R. 1, a rate on an article which the 
President determines is not ‘‘normally” imported, or is “‘normally”’ 
imported in “negligible quantities,” may be cut 50 percent below the 
January 1, 1945 rate. The bill contains no definition of the term 
“negligible.”” There is no specification as to the group, class or industry, 
nor any reference as to what commodities or articles might be affected 
by this authority. Nor is there any definition as to the measure of 
time or circumstances bearing upon the imports which should be used. 
Certainly the use of the word ‘“‘normally”’ is no real aid to definition. 
Not only does H. R. 1 contain no definition of what is meant by this 
provision but no satisfactory explanation was furnished the commit- 
tee of how it is intended to administer the provision. This type of 
delegation without ascertainable standards represents an abdication of 
constitutional responsibility. 


BASIC CONSIDERATIONS 


We recognize that the economic well-being of the non-Communist 
countries is of vital importance to the security of the free world. 
Economic strength is inseparable from military strength. We recog- 
nize, moreover, that foreign trade is of far greater significance in the 
economies of most foreign nations than it is to our own. 

However, in achieving the goal of economic strength for our friends 
abroad, we do not believe it necessary to sacrifice either particular 
industries or particular skills in the United States. To do so, would 
only serve to defeat the very objective we seek. A sound, stable, and 
prosperous economy in the United States is the most vital single factor 
for a sound world economy. This is because of the tremendous rate 
of consumption of world products arising from the high standards 
of living prevailing in the United States. Moreover, a solid United 
States defense structure, founded upon a strong industrial base, is a 
prime requisite for peace and security in the world. 

No evidence has been produced which would demonstrate the need 
for economic sacrifice by selected segments of the Amei‘can people at 
this time. Even proponents of H. R. 1 will agree that injury to 
individual domestic industries including their workers, their workers’ 
families, and the communities in which they live, either will or may 
occur from a further lowering of our tariffs. The facts simply do not 
justify such a risk. 

The Commission on Foreign Economic Policy said that “by any 
test that can be devised the United States is no longer among the 
higher tariff countries of the world.”’ Since passage of the original 
reciprocal trade agreements legislation in 1934, average tariff rates of 
the United States have been reduced by 70 percent. Already, the 
United States stands seventh from the bottom of a list of 45 nations 
with respect to the average level of their tariff structure. Certainly, 
it cannot be said that the United States has not done its fair share 
already in reducing trade barriers. Imports into the United States 
from abroad are at the rate of almost $11 billion annually, the highest 
in history. The economies of our friends abroad are booing. 
Official reports in Great Britain show that, in 1954, it had its best year 
in history and anticipates a better year in 1955. In fact, there is 
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some concern, expressed by official British agencies, that power and 
other facilities in Great Britain may not be adequate to meet the 
requirements of its expanding economy. Western Germany’s eco- 
nomic recovery has far exceeded anticipations and, in fact, in some 
areas, is surpassing prewar production of both East and West Ger- 
many combined. Other European countries show similar improve- 
ment. In almost all Western European countries, gold and dollar 
reserves are at an alltime high. 

Even employment is reaching high levels abroad. Despite an influx 
of refugees and an increase of 13 percent in Germany’s labor force, 
unemployment in that country averaged only 6.2 percent in 1954. 

A recent report of the Organization for European Economic Coop- 
eration states that unemployment in Germany was down to 3.5 per- 
cent at the 1954 summer low point. England has no unemployment. 
Recent advices state that 340,000 jobs are available and unfilled in 
that country—90,000 more jobs available than the number of unem- 
ployed. In contrast, there are 3,730,000 unemployed in the United 
States—5 percent of our work force and double the percentage of a 
year ago, despite a multi-billion-dollar defense program. 

We have not had sufficient experience with normal operation of 
our recent tariff policy either to evaluate that policy as it is today 
or to determine what our tariff should be in the future. We simply 
do not have the facts. As was stated by the report of the Commission 
on Foreign Economic Policy: 

The world, including the United States, has had no experience for any consider- 
able period of time with our present tariffs under conditions which might be 
termed relatively normal. The Trade Agreements Act was enacted while we were 
in the middle of a depression. Many bilateral trade agreements, involving many 
reductions in our duties, were made during the first 5 years the act was in effect, 
but there had been limited opportunity to observe their effect before our trade, 
already distorted, was further disrupted by the outbreak of war. 

Since the termination of World War II the patterns of both our exports and 
our imports have been abnormal. There was an unusually large demand for our 
exports, both for consumption and for rebuilding a war-torn world, and an inter- 
ruption in the growth of our imports, arising out of the same causes. The Korean 
war resulted in a further distortion. Resulting imbalances were financed largely 
through our foreign loan and grant programs. During this period, we continued 
to make further agreements involving still greater reductions in our tariffs. 

Now, we find ourselves facing demands for further opening of our markets at 
a@ time when our commercial exports are in approximate balance with the highest 
level of imports ever reached, while the world as a whole has considerably rebuilt 
its holdings of gold and dollar reserves. 

Today, imports have begun to flow into the United States in 
sufficient quantities to cause injury in specific areas of the domestic 
economy. However, the extent of those imports constitutes no 
measure whatsoever of the competitive potential which we face in the 
future. The industrial machines of England, Germany, Belgium, 
France, Italy, and Japan have only recently been reconstructed and 
expanded. Other parts of the world, such as India, are becoming 
rapidly industrialized for the first time. None of these countries has 
as yet reached nearly full capacity. The United States, with its high 
wages and mass purchasing power, is the greatest market in the world. 
Sharing in this market is the logical goal of every expanding producer 
in the world. 

We have seriously questioned in the past the efficacy of existing 
procedures for safeguarding domestic industry and workers from 
injury. The significance of this inadequacy becomes far greater 
today in view of the resurgence of foreign industry. 
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THE INADEQUACY OF EXISTING SAFEGUARDS 


The peril-point and the escape-clause provisions of the present law 
were intended by the Congress to provide the mechanism whereby 
domestic industries and workers would be protected from serious 
injury resulting from imports. Neither provision has achieved this 
objective in the past and nothing in H. R. 1 corrects this deficiency. 

he “peril point’’ provides that before any reduction in a tariff rate 
on a specific product can be made, the President must obtain the 
advice of the Tariff Commission as to the rate below which it believes 
a reduction could not be made without causing or threatening serious 
injury to “domestic industry” producing the product. No relief has, 
as yet, been provided under this provision. 

In the event that tariff concessions result in such increased imports 
as to cause or threaten serious injury to the domestic industry, the 
concession may be withdrawn or modified in accordance with a pro- 
vision, known as the “escape clause,’’ which must be incorporated in 
every agreement. Upon petition any interested party may request 
the United States Tariff Commission to make an investigation and 
report to the President whether or not a concession has been the cause 
of serious injury or the threat thereof. 

Since institution of the escape-clause procedure in 1948, there have 
been 59 applications for relief to the Tariff Commission. In 15 of 
these cases, the Commission found injury or the threat of injury and 
so reported to the President. In only five of these cases has the 
President taken action in response to the report of the Commission. 
These were: 

_ Women’s fur felt hats and hat bodies (October 30, 1950) 
Hatters’ fur (January 5, 1952) 
Dried figs (August 16, 1952) 
Alsike cloverseed (June 30, 1954) 
Watches, movements, and parts (second investigation) (July 27, 
1954) 

Among serious criticisms of the present escape-clause procedure is 
that the Tariff Commission ignores the fact of injury to a significant 
segment of the affected industry and looks, instead, to the question 
of whether or not the industry as a whole is injured. Moreover, the 
law does not provide that the Commission consider impairment of the 
national defense in its consideration of the effect of imports on domestic 
producers. 

Escape-clause proceedings before the Tariff Commission are lengthy 
and involve exhaustive public hearings. Every available fact is laid 
before the Commission. However, in his rejection of escape-clause 
recommendations, the President has frequently expressed his disagree- 
ment with the finding of the Commission as to the fact of injury. 
This disagreement.over the facts has been based upon several grounds. 

For example, the President may decide that injury has occurred, 
not because of imports as found by the Tariff Commission, but as the 
result of a nontrade factor such as a shift in consumer demand. Or 
the President may base his decision on evidence supplied to him by 
other agencies, including foreign governments. Or the President may 
decide that some overriding consideration of the national interest 
may require disregarding of the fact of injury. It is obvious, therefore, 
that there is considerable uncertainty in the outcome of escape-clause 
procedures. 
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We believe this to be particularly unfortunate when a domestic 
industry, typically a smal industry, goes to great expense of both 
time and money to pursue its claim before the Tariff Commission, 
secures a determination by this bipartisan agency that serious injury 
as a result of imports does in fact exist, and then discovers that the 
recommendation of the Commission has been disregarded on the basis 
of other evidence not presented in the proceedings to which it was a 
party and with respect to which it has had no opportunity to rebut 
or otherwise explain. 

The domestic industry has no appeal from the findings of fact of 
the Tariff Commission. It has no further forum in which to pursue its 
case. We believe, therefore, that our legal traditions as well as 
elementary principles of justice require that the findings of fact by the 
Tariff Commission be conclusive on the President as well as on all 
other interested parties. We cannot believe it desirable that these 
findings of fact be set aside on the basis of evidence produced, for 
example, by a foreign government or a foreign industry and channeled 
through the State Department outside of the public proceedings and 
beyond the public forum contemplated by the law. 

herefore, while we also recognize many other inadequacies of the 
escape-clause procedure, it would seem that, as the very minimum, 
the findings of fact by the Tariff Commission as to the existence of 
injury be conclusive. 


DEFENSE CONSIDERATIONS 


We were deeply disturbed during the publie hearings by testimony 
from many segments of industry concerning the defense implications 


of our tariff policy. As we stated earlier in this report, ‘“‘a solid United 
States defense structure, founded upon a strong industrial base, is a 
prime requisite for peace and security in the world.” Certainly, the 
impact of tariff policy upon the Nation’s security must be scrutinized 
with the greatest care. 

Essential industries, essential plant capacities, essential skills, and 
sources of essential raw materials must be preserved, developed and 
expanded so that the Nation can quickly call upon them in time of 
emergency. 

While many advocates of a further general reduction in tariffs profess 
not to be seeking complete free trade as their ultimate objective, their 
underlying philosophy is that the United States should import those 
things which can be produced more cheaply abroad and that our own 
economy should in turn emphasize production of those things which 
we ourselves can produce more cheaply. This theory presupposes 
economic specialization among the countries of the world. 

We reject both the theory and its practice as perilous to the safety 
of the United States. If this were truly “one world,’’ perhaps one 
might overlook some of the fallacies we believe to be implicit in such a 
philosophy, but it is not. The world is divided into two armed 
camps. Both our survival as a nation and the principles of freedom 
upon which our way of life is founded are at stake. Elimination of 
certain industries because of their inability to match foreign competi- 
tion appeals to the theorist on the ground that it is ‘economically 
efficient.”” It does not appeal to us because it leaves the Nation 
vulnerable to economic and military attack. Our economic strength 
must have the broadest base possible. 

58629—55—3 
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Those of us who are familiar with tariff bistory will recall that 
prior to World War I this country had no substantial chemical 
industry. We paid a heavy price at the time for that gap in our 
economic security. A domestic chemical industry was built up 
during the war period. Immediately following the close of World 
War I, cheap German chemicals flooded our market. There was no 
tariff protection, and our infant industry was almost destroyed. 

At that time, Dr. Frank William Taussig, noted free-trade econo- 
mist, advised the United States to let Germany monopolize organic 
chemicals. He said: 

* * * As a matter of the international division of labor, the people of the 
United States would do well to turn to other things on which they work to better 
advantage, and get their dyestuffs (organic chemicals) from Germany * * * 

The country ignored this advice and enacted the Emergency Tariff 
Act of 1921 which gave the industry essential protection. That we 
did not accept such advice was an important factor in our World War 
II victory. Without synthetic organic chemicals, the United States 
would have had no synthetic rubber, no sulfa drugs, and no plastics. 

The industry today is facing a similar threat from reactivated and 
expanded German chemical production. Already, we have been told, 
domestic production of certain chemicals has ceased, and development 
and expansion of new products has been hampered because of growing 
competition from increasing imports. This fact becomes all the more 
significant because only now is world trade beginning to recover from 
the effects of war and postwar reconstruction. 

The electrical machinery and electrical apparatus industry is an- 
other case in point. No one would question the essentiality to our 
security of critical power installations. However, plants which have 
been built since the Korean crisis on the basis of certificates of neces- 
sity to defense mobilization are now partially idle because of pur- 
chases of foreign electrical equipment produced with low labor costs. 
In addition, such equipment installed by foreign firms, with foreign 
plans, could neither be repaired nor replaced quickly. This aspect 
of our foreign-trade policy gives us grave concern. 

Another example is the machine-tool industry. That industry is 
another bulwark of our economic and military strength. Yet machine 
tools which are identical in every way to the American models 
even built to the same blueprints—can be and are being produced 
abroad at a fraction of the American cost and then shipped back to 
the American market. It is no answer in our minds to say that our 
machines are better and, thus, can survive this type of competition. 
The fact is that many foreign machine tools are of the highest grade. 

France and Great Britain depended upon German machine tools 
before World War II. This was an important contributing factor 
to the downfall of France, and, except for the United States machine- 
tool industry, it could have meant the downfall of Great Britain. We 
must not depend on foreign factories for our industrial mobilization 
base. 

Preservation and expansion of domestic sources of essential raw 
materials are also vital to our Nation’s security. Yet, our capacity 
to produce coal, oil, lead, zine, tungsten, manganese, and a variety 
of other raw materials, has been damaged by imports. 

The above are some examples of our concern. Many other indus- 
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tries, such as precision and optical instruments, have presented equally 
grave cases. 

H. R. 1 is devoid of any provision relating to the essential factor 
of national security. Section 2 of the Trade Agreements Extension 
Act of 1954 prohibits the reduction of duty on any article under a 
trade agreement if the President finds that such reduction would 
threaten domestic production needed for projected national-defense 
requirements. The committee has received no evidence concerning 
the implementation of this provision with respect to products included 
in the forthcoming Japanese negotiations and the Geneva multina- 
tion negotiations. H. R. 1 does not contain any standards or pro- 
cedures to guide the President in implementing this important pro- 
vision. Several amendments directed to a solution of this problem 
were rejected by the majority—as a result, we believe, of inadequate 
consideration. 


THE WAGE DIFFERENTIAL PROBLEM 


There is no disagreement that the level of wages abroad is sub- 
stantially below that in the United States. Foreign wages average 
between one-tenth and one-third those paid domestically. 

We recognize, of course, that wage levels and unit labor costs are not 
the sole factors in the cost of production, either at home or abroad. 
The cost of new capital, the cost of raw materials, the cost of plant 
and equipment, the rate of productivity, the level of taxes, Govern- 
ment-financed long-term credit and other Government subsidies on 
exports, and many other items must be taken into consideration. 
However, we have been impressed with the fact that the level of these 


other items of cost to the foreign producer is not necessarily greater 
and is often lower than that of similar cost to the American producer. 
For example, interest rates on new capital in Great Britain, Switzer- 
land, Belgium, the Netherlands and several other countries of Western 
Europe are either the same or are v2 oe od equivalent to pre- 


vailing rates in the United States. Corporation taxes are frequently 
lower. In Germany, for example, the effective corporate tax rate is 
39.85 percent as compared with 52 percent in the United States, and 
depreciation allowances are considerably more liberal. Moreover, 
plant construction costs in Germany are approximately 50 percent of 
those in the United States. 

Be that as it may, the cost of labor is the largest single factor re- 
sulting in the lower prices of foreign-made goods. Some suggest that 
this differential can more than be compensated for by greater efficiency, 
better machines, and better techniques on the part of the American 
producer. In the case of certain mass-produced items, this may be 
true. However, even this advantage may be only temporary as 
American know-how increasingly is being exported abroad under the 
various technical assistance programs. 

On the other hand, the wage differential is frequently so great, 
particularly with respect to articles in which labor is necessarily a 
preponderant factor, that the domestic producer has an almost in- 
superable handicap. 

The argument is often made that the American consumer not only 
should have the opportunity to take advantage of these lower foreign 
labor costs but should be encouraged to do so through legislation, such 
as H.R. 1. We agree that lower prices to consumers are an.important 
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objective. However, in achieving that goal, we must not overlook 
the fact that American consumers are wage earners paid by American 
standards. 

The United States has fostered high wages and high labor standards 
generally by a complex body of Federal and State legislation. We 
prohibit child labor and sweatshops. We prohibit the interstate ship- 
ment of prison-made goods. We encourage unionization and require 
collective bargaining. We insist upon active competition through 
antitrust prohibitions. We impose social security and unemployment 
compensation taxes. We establish minimum wages. We require 
workmen’s compensation. We impose a variety of other regulations 
designed to insure the health and safety of our workers. All of these 
are enforced uniformly throughout the United States despite geo- 
graphic disparities. The Federal Government enforces these legitimate 
improvements in our standard of living by prohibiting, under the 
commerce power, the interstate shipment of goods made under condi- 
tions violating the various standards established by law. 

We, too, in the United States could have lower consumer prices if 
we permitted child labor and sweatshops to exist. We, too, could 
make goods cheaper if the interests of our workers were ignored. 
However, we decided long ago that the standards of labor for American 
workers were a more important consideration. 

There is a basic and obvious inconsistency in continuing to pursue 
that goal in the United States and, at the same time, in disregarding 
the impact upon our own labor standards by encouraging the importa- 
tion of competitive foreign goods manufactured under conditions 
which would not be tolerated in our own country. 

This is no theoretical matter but a practical situation which must 
be faced. Our committee was told of an American machine-tool 
manufacturer who is now having his tools built in Holland. The tool 
which the domestic producer could make for $10,500 is made in 
Holland, from the American plans, for $5,000. It is the identical 
product, and it is brought back to the United States for sale. 

We cannot believe that this is healthy foreign trade. In our mind, 
it is no different, no better and no worse, than if the American manu- 
facturer imported the Dutch workers and employed them in his United 
States plant at the wage rates prevailing in Holland. One can imagine 
the indignation that such a move would cause, and rightly so. Yet, 
this is the practical effect of the transaction. 

As previously stated, the report by the Commission on Foreign 
Economic Policy, declares that “American labor should not be sub- 
jected to unfair competition as part of any program to expand our 
foreign trade.’’ To this statement, the President has subscribed. We 
too are in accord. However, the only recommendation contained in 
the report of the Commission in this regard is that “our negotiators 
should simply make clear that no tariff concession will be granted 
on products made by workers receiving wages which are substandard 
in the exporting country.” In our opinion this is completely inade- 
quate. It is ‘unfair’ to American workers in the United States to 
say that labor in Japan, at 10 or 11 cents an hour, is “fair’’ competi- 
tion simply because it is not substandard in Japan. By United States 
law, such standards are ‘‘unfair’’ in the United States, just as are 
other “standards” in foreign countries relating to child labor, health, 
and basic principles of active and ‘aggressive competition as we know 
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them. The word “unfair” as applied to United States workers and 
producers must be interpreted by United States standards only. 

This is not to say that we should prohibit the entry of any goods 
made at lower labor costs or under different standards than in the 
United States. We do say that the time has come to stop ignoring these 
factors of international competition. The strongest bulwark against 
communism abroad would be a steadily rising standard of living based 
upon a steady increase in wages in foreign countries. We have seen 
no evidence that the wage differential between the United States and 
foreign countries has narrowed in recent years. In fact, the gap has 
widened—this at a time when foreign exports to the United States are 
at an alltime high. It may well be that greatly expanded imports into 
the United States will increase wealth abroad. We do not doubt it, 
but we have seen little evidence that much of the benefit of such 
increased trade will inure to the average workingman. 

We believe that our trade negotiations should recognize the impor- 
tance of work standards abroad. This does not mean that we should 
seek to police foreign economies. This would be both impractical 
and improper. On the other hand, the grant of a concession to our 
great American market is a privilege. It is not a right, as so many 
seem to think. 

H. R. 1 contains nothing which pertains to labor standards. We 
should explore the possibility of denying further tariff concessions to 
goods made under conditions which would be substantially sub- 
standard in the United States. This could be done gradually and 
would furnish an encouragement to an upward adjustment of stand- 
ards abroad. 

An amendment along this line was offered in our committee but 
was rejected summarily. 


EFFECT ON SMALL BUSINESS 


There is widespread agreement, even among the proponents of 
H. R. 1, that tariff reduction will result in injury to selected segments 
of the domestic economy. Difference of opinion in this area goes 
only to the degree of that injury. We are concerned over the fact 
that the major impact of that injury will fall primarily upon small 
business in the United States. 

A small business typically depends upon one product or upon a 
small group of closely related products. As a result, the adverse 
effect upon such a company of foreign imports often results in the 
closing down or drastic curtailment of the business operation. For 
this reason, the unavoidable injury to domestic industry resulting 
from further reduction in tariffs, will be borne most heavily by small 
businesses and their employees. 

A leading proponent of tariff reduction, in testifying before our 
committee, described the plight of the wool-textile industry and com- 
mented that “the recent rash of mergers has helped.”’ We are deeply 
disturbed over the implications of that remark. The current trend 
toward merger and consolidation among business enterprises is too 
well-known to require further emphasis. This trend, if it should 
continue unabated, will bring about a radical change in the American 
economic picture. 

Small, vigorous, independent businesses are a vital part of our free- 
enterprise system. Any national tariff policy must give due weight 
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to this fact. However, despite its recognized importance, the Com- 
mission on Foreign Economic Policy, charged by the Congress with 
an exhaustive analysis of all aspects of the Nation’s foreign trade 
policy, gave no attention to this problem. Nor does H. R. 1. 


EFFECT ON AGRICULTURE 


The relation between domestic agriculture and tariff policy are left 
in complete uncertainty by H. R. 1. 

The United States today imposes quotas on the importation of 
specified agricultural commodities in order to maintain the integrity 
of domestic farm price support programs. The use of such quotas by 
the United States is today under violent attack by most of the other 
parties to GATT. The United States has already bound itself in 
GATT against the use of additional quotas in the future. As a result, 
Congress is in effect precluded from putting new agricultural com- 
modities under the quota system should the need arise. Such an ac- 
yaa be deemed a violation of the spirit of our commitment to 

ATT. 

While section 22 of the Agricultural Adjustment Act, as amended, 
authorizes the imposition of quotas on the importation of commodi- 
ties which are subject to price support, all other domestic agricultural 
commodities are without this protection. As a result, the same 
authority to reduce rates and other import restrictions is extended to 
the President with respect to these other agricultural commodities 
as is applicable to imports generally. 


WHY THE NEED FOR HASTE? 


We have already pointed out that the organizational features of 
GATT are to be submitted to the Congress this session. It has been 
stated that H. R. 1 itself has no implications insofar as GATT is 
concerned. However, we believe that this is a judgment which the 
Congress is entitled to make for itself. This is especially true when 
it is dealing with a function which is vested specifically in the Con- 
gress by the Constitution. Therefore, we recommend that H. R. 1 
not be acted upon until at least the organizational features of GATT 
have been laid before the Congress. 

In this same connection, the last Congress directed the Tarilf 
Commission to make a complete study of all provisions of the customs 
laws under which imported articles may be classified for tariff purposes. 
The Commission was directed to compile a revision and consolida- 
tion of the classification provisions, and to make its preliminary 
report to the Committee on Ways and Means by March 15, 1955 
(Public Law 768, 83d Cong.). The report in question has not been 
received. It should be considered before further modifications of 
our tariff policy are acted upon. 

We have also pointed out that trade negotiations are about to com- 
mence with Japan. Upon the list for possible concessions to Japan are 
such items as textiles, organic chemicals, cameras, chinaware, pottery, 
glassware, porcelain, optical instruments, fish products, and a great 
variety of other items. Any concessions to Japan will, of course, be 
extended automatically to other countries under most-favored-nation 
principles. And, as previously stated, H. R. 1 also contains a unique 
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provision specifically authorizing the United States to grant conces- 
= to third countries in return for their granting concessions to 
apan. 

he forthcoming Japanese negotiations will have tremendous impli- 
cations for the American economy. No less significant will be the 
subsequent negotiations with many GATT parties in Geneva. As 
already pointed out, Congress cannot possibly measure the additional 
grant of tariff reduction power contained in H. R. 1 until all these 
negotiations are completed. As we all know, in the past without 
obtaining reciprocal benefits our international negotiators have given 
away the bulk of our bargaining position in the field of world trade. 
Today, there remains little with which to obtain concessions from other 
countries. How can one justify a feeling of confidence in these 
negotiations for the future? 

We therefore recommend that the additional power contained in 
H. R. 1 should not be delegated until the Congress has more informa- 
tion than it has today concerning the effect of forthcoming negotiations 
and until the report of the Tariff Commission has been received and 
studied. 

Danteu A. REEp. 
Tuomas A. JENKINS. 
Ricuarp M. Simpson. 
Noau M. Mason. 
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APPENDIXES 


APPENDIX A 


Criticisms oF TRADE AGREEMENTS PROGRAM 


Charge: United States tariffs are already too low 


Some opponents of the bill have testified that the United States 
tariffs are lower than those of most other countries. Starting from 
this premise they argue that the United States should not reduce its 
tariffs further. Several arguments can be set forth to rebut this 
contention. First, any discussion of levels of tariffs is misleading. 
Average levels found by computing the arithmetical rates between 
duties collected and the value of total dutiable imports does not give 
a meaningful picture. Indulgence in such a ‘numbers racket,’’ as 
stated by Secretary of State Dulles, is not very fruitful. Secondly, 
the restrictiveness of a duty bears little relationship to the height of 
the tariff. A mathematically low duty on one product may be more 
restrictive than a high duty on another product. As tariff rates 
become more restrictive, therefore, they decrease the customs revenues 
collected and result in a lower rather than a higher ad valorem equiva- 
lent. Thus, to carry the reasoning to its logical conclusion, if the 
rates were made high enough to keep out all dutiable imports, the 
average ad valorem equivalent would be reduced to zero. 

The Secretary of State in his testimony before the committee stated 
succinctly the other and more important reasons why it would not 
be in the national interest to cease tariff reductions. He pointed out 
that because the United States is the world’s principal economic unit 
that it has the heaviest responsibility in the economic field. Other 
nations fear that the United States may shift the direction of our 
trade policy and turn to raising rather than lowering trade barriers. 
“Such fears, unless allayed,” he said, “‘could set up a chain reaction 
which would gravely damage and disrupt the free world. It would 
bring to pass what Soviet forecasters have predicted and would pro- 
vide hostile rulers with another opportunity greatly to expand their 
power.” 

The Secretary also pointed out that unless the United States remains 
in a position to exert a continuing influence upon the trade policies 
of the free world, the possibilities for expansion of foreign trade else- 
where probably will not be realized. New negotiating powers for the 
President will “enable the United States to make a new start in 
promoting freer trade policies on the part of other nations.” 


Charge: The trade-agreements program is not reciprocal 


Another charge against the trade-agreements program is that 
other countries have nullified concessions to United States export 
trade by various restrictions against dollar imports. While it is true 
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that restrictions have been imposed on imports from the dollar area, 
these barriers have their roots in the need to conserve foreign exchange. 
As the balance-of-payments situation of those foreign countries with 
which we have trade agreements has improved they have relaxed 
their restrictions on imports from the United States. 

A survey prepared by the Department of State reveals that import 
restrictions vis-a-vis the dollar area have been relaxed throughout 
the world during 1954. This survey is divided into two parts, one a 
listing of the overall liberalization that has taken place, and the second 
section dealing with specific eases of restrictions which have been 
alleviated through utilization of trade-agreement mechanisms. 


RELAXATION OF Restrictions AGAINST DoLuaR IMPORTS 
1. RESTRICTIONS ON IMPORTS FOR BALANCE-OF-PAYMENTS REASONS 


During the post-World War II period many countries considered it necessary to 
take severe measures to help pull their economies out of the difficulties created 
by the war. Faced with limited supplies of dollars with which to pay for the goods 
they wished to buy from the United States, they have had to ration their funds 
through the use of import restrictions on dollar goods. The United States, 
recognizing the difficult economic situation created by the war, has attempted 
to minimize the damage to its commerce which has unavoidably resulted from 
these rationing measures. It has tried to insure that the restrictions would be 
relaxed as soon as improvement in the financial positions of the importing countries 
permitted. Consultations have been held with many countries in the General 
Agreement on Tariffs and Trade, the International Monetary Fund, the Organiza- 
tion for European Economic Cooperation, and in bilateral talks concerning dollar 
import restrictions, 

These efforts by the United States have in part led to progressive elimination of 
restrictions against dollar goods. The 1954 Annual Report of the International 
Monetary Fund states: ‘There was a general trend toward the removal of barriers 
on trade and payments, and restrictive practices have been considerably reduced 
and modified.” 

A quantitative estimate of the extent of liberalization throughout the world is 
extremely difficult to develop. However, for Western Europe there has been a 
significant relaxation of restrictions on dollar imports since the beginning of 1953. 
In that year only three countries in Western Europe—Belgium, Switzerland, and 
the United Kingdom—had any degree of freedom with respect to goods imported 
from the dollar area without any limitation by licensing authorities. By the 
beginning of 1955, 7 additional countries had liberalized imports from the dollar 
area, with the overall percentage of liberalization for these 10 countries amounting 
to almost 60 percent based on statistics for imports on private account in 1953. 
The chart at the end of this section shows the extent of progress in freeing dollar 
imports from restrictions by these 10 OEEC countries. It should also be noted 
that the extent that restrictions against dollar imports have been relaxed would 
reflect even greater progress if account were taken of the more liberal treatment 
that is being afforded such imports by licensing authorities. 

The following brief summary reflects the actions taken by the major trading 
countries of the free world to liberalize imports from the dollar area. Those 
countries which are not included have not relaxed their restrictions during the 
past vear. 


I. Western Europe ! 


Belgium, Netherlands, and Luxembourg.—A common free list for imports from 
the dollar area generally similar to that for the OEEC countries was made effece 
tive on June 1, 1954. Licenses for the items on this free list are automatically 
granted. Ineluded among the freed products are such agricultural commodities 
as wheat, barley, corn, flour, fats, raw tallow, tobacco, raw cotton, figs, almonds, 
nuts, apricots, and phosphate fertilizer; such raw materials as many chemicals, 
copper, and petroleum oils; and such manufactured products as iron and steel 
sections, engines of various types, calculating machines, generators, and electric 

1 As used in this section the phrase “liberalization percentage”’ reflects the percentage of private imports 


from the United States and Canada in the base period of 1953 of the commodities that ean be imported with- 
out obtaining the prior approval of the licensing authorities. 
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motors, certain parts and components for motor vehicles and tractors, aircraft, 
locomotives, passenger coaches, motorcyles, dolls, and toys. The liberalization 
percentage totals 86 percent. 

Denmark.—The first maior step in freeing dollar imports was taken in December 
1954. Import licenses will be issued automatically for such goods on the dollar 
free list as raw tobacco, cotton, asphalt, lumber, paper, many chemcials, medicinal 
articles, optical glassware, various tools and instruments, sewing machines, agri- 
cultural machinery, textiles, printing, packing and other machines, machine tools, 
and telephone and telegraph equipment. By this action, a liberalization per- 
centage of 38 percent was achieved. The Danish Government has indicated 
that the dollar free list will be expanded as soon as conditions permit but, in the 
interim, a liberal policy will be followed in granting licenses for dollar goods. 

Cermany.—The issuance of a dollar free list covering 2,000 items in February 
1954 was followed in November 1954 by the addition to this list of about 1,800 
more items. Items on the dollar free list are automatically issued import licenses. 
Items included in the first list were mainly raw materials, such as cotton, wool, 
nonferrous ores, ferroalloys, crude oil, and a number of chemical raw materials. 
In addition there were such categories of semifinished and finished goods as 
machine tools, machinery, electrotechnical goods, precision instruments, and 
glass and ceramics. The second list mere petroleum lubricating oil, paper, 
washing machines, some types of refrigerators, electrical sound equipment, cer- 
tain types of leather, and vulcanized fibers. As in the original list, however, 
there were no food or agricultural items in this second list. The restrictive 

olicy toward imports of United States coal was relaxed in December 1954 when 
it was announced that licenses would be issued for the importation of 40 million 
deutschemarks of United States coal provided payment was in a noneonvertible 
currency. The liberalization percentage amounts to about 70 percent. 

Greece.—Except for a limited number of specified goods, there are no quanti- 
tative restrictions on imports. The liberalization percentage totals 90 percent. 

Iceland.—Iceland has a free list for which import licenses are not required. 
Included among the items on the free list are cereals, flours, raw coffee, fruit 
juices, certain oils, raw cotton, hemp, certain metallurgy products, nonferrous 
metals, refined petroleum, aviation gas, certain lubricants, certain textiles, and 
miseellaneous manufactured goods. The liberalization percentage totals 33 

ercent. 

si Italy —Extended its free list on goods from the dollar area which do not require 
import licenses on August 10, 1954, so as to raise the liberalization percentage 
from 10 to 24 percent. Included in this new list of liberalized products are such 
items as vegetable waxes, coal, crude petroleum oils for refining, certain minerals, 
rags, waste, synthetic and artificial rubber, woodpulp, cast iron, iron and non- 
ferrous ores, iron, steel, and cast iron scrap, crude copper and copper alloys and 
scrap, carbon black, and certain other chemicals and pharmaceuticals. 

Norway.—While requiring import licenses for all goods from the dollar area, 
the Government adopted a new policy in March 1954 of granting licenses for 
imports of essential goods without regard to the previous requirement that there 
be at least a 10-percent price advantage over nondollar goods. Essential com- 
modities include petroleum, raw tobacco and cotton, soybeans, semifabricated 
iron and steel, certain chemicals, and agricultural and other machinery. 

Sweden.—On October 1, 1954, Sweden established a dollar-free list which released 
a wide range of commodities of dollar area origin from import license require- 
ments. At the same time, the Government announced that licenses for the 
importation of other goods from the dollar area which were on the OEEC free 
list would be granted in greater quantities. The dollar free list includes a great 
majority of the commodities on which Sweden granted tariff concessions to the 
United States under the GATT. The list covers such items as manufactures of 
iron and metal, almost all chemical products, hides and skins, rubber products, 
wood goods, all paper other than newsprint, textile raw materials, yarn, cord 
fabrics, shoes, hats, stone, clay and glass products, iron and steel products, 
machines, apparatus and instruments except cameras, projectors, and musical 
instruments, equipment for railways, streetcars, motorcycles and bicycles, dried 
fruits and raisins, rice, canned fish, canned fruits and juices, handbags, fishing 
tackle, tobacco pipes, fountain pens, and many other consumer goods. The 
liberalization percentage totals 40 percent. 

Switzerland.—There is no discrimination against imports from the dollar area. 
Import licenses are not required except for a small list of items. The liberaliza- 
tion percentage amounts to 98 percent. 

United Kingdom.—In the past 2 years the Government has taken extensive 
steps in returning to private trade the importation of many commodities. For 
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the most part this action was followed by the establishment of international 
commodity markets and the freeing of imports from the dollar area. Included 
were such commodities as nickel, copper, lead, zinc, raw cotton, and wheat. 
In June 1954, imports of oilseeds, oils, and fats were allowed freely from the dollar 
area under open individual licenses and restrictions were eased on the importation 
of dollar machinery. Further relaxation of restrictions occurred in December 1954 
when the quota for imports of passenger automobiles from the United States was 
increased from approximately 240 cars annually to 500 and the quota for hardwood 
imports was raised, The liberalization percentage amounts to almost 50 percent, 


II. Africa 


Union of South Africa—Since January 1, 1954, the import control system has 
been nondiscriminatory in character insofar as source of imports is concerned. 
In October 1954 the Government announced that it was proceeding with the 
gradual relaxation of import controls and hoped to remove the controls entirely 
in the not too distant future, depending upon the rate of improvement in the 
balance of payments. In 1955 the Government announced that the requirements 
of the manufacturing industries for raw materials would be almost fully met; 
the importation of industrial machinery would be on an even more liberal basis 
than in 1954; quotas for agricultural machinery and implements would be in- 
creased; consumer goods imports would be increased and the list of totally pro- 
hibited items would be decreased. Further, import permits would no longer be 
required for textile piece goods, tea, coffee, raw cotton, raw wool, and certain 
types of stationery. 

Ethiopia.—As of the end of 1953, imports from the dollar area were placed on 
the same basis as imports from other currency areas thereby abolishing the 
discrimination which existed against dollar imports. Further, during the past 
year, exchange was freely granted for the import of all goods from any source. 

Federation of Rhodesia and Nyasaland.—On July 1, 1954, restrictions on imports 
from the dollar area were eased. Many items previously subject to quota limi- 
tations were added to the unrestricted list, i. e., the list of items not under cur- 
rency quotas but still requiring import licenses which are issued subject only to 
scrutiny. Such items include animal feeding stuffs; condensed milk; dried milk; 
edible nuts, excluding groundnuts; hand tools; outboard motors over 20 horse- 
power; filter plants and filters for the purification and softening of water; lifts, 
hydraulic or electric and gates; air-conditioning machinery ; insecticides; medicinal 
drugs and chemicals; disinfectants; veneers; and sensitized paper. Further, there 
were significant dollar allocations for sueh goods as wheat, agricultural, mining 
and industrial machinery, steel, electrical goods and spares, commercial vehicles, 
special tires and tubes, plywood and office equipment. 

Libya.—In November 1954, the Government announced the relaxation of re- 
strictions on dollar imports considered necessary to the Libyan economy. Such 
goods include agricultural and industrial equipment and seeds, essential foodstuffs 
such as wheat and barley, second-hand clothes, medicines and drugs, essential 
household appliances such as refrigerators and sewing machines, commercial 
vehicles and spare parts for automobiles, and other machines, construction equip- 
ment, newspapers, magazines, and periodicals. 

III. The Far East 


India.—Restrictions, which had held dollar purchases to the barest minimum 
for the past several years, have been reduced for 1955. Liberalization has taken 
the form of increased quotas and the possibility of importers utilizing a portion 
of their soft currency licenses for dollar imports. 

Pakistan.—A new import policy for the first half of 1955 was announced which 
would maintain import licensing requirements but would be for the most part 
nondiscriminatory with respect to imports from the dollar area. Further, the list 
of importable items was increased from less than 200 items to over 300 and includes 
essential consumer goods. In addition, there was an increase in the established 
quotas for doliar-area imports. 

New Zealand.—The restrictions on dollar imports have recently been relaxed 
by providing for substantial increases in the list of goods which can be imported 
freely from all sources. In addition, exchange allocations for dollar imports have 
been increased. 

Thailand.—Practically all imports now require licenses, but this action was 
taken to discourage speculative imports. However, there is no discrimination as 
to source of supply. Licenses are automatically granted for ‘‘essential’’ goods 
and imports of ‘‘semiessential’” goods are permitted up to the highest value of 
imports during any of the 5 preceding years. While some “luxury” goods are 
prohibited, licenses are issued for others. 
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IV. Western Hemisphere 


Canada, Costa Rica, Cuba, Dominican Republie, Ecuador, El Salvador, 
Guatemala, Haiti, Honduras, Nicaragua, Panama, Peru, and Venezuela have 
only nominal restrictions, if any, on dollar imports. 


2. SPECIFIC CASES WHERE THE UNITED STATES HAS SUCCEEDED IN HAVING 
RESTRICTIONS AGAINST DOLLAR GOODS ELIMINATED 


(a) Token imports—The United States has been pressing foreign governmeénts 
which are maintaining balance-of-payments import restrictions to permit the 
entry of limited quantities of American products in order to permit American 
traders and their products to retain a foothold in markets established before 
financial difficulties necessitated rationing of dollars. The United States has been 
able to make representations on this subject to the major trading countries of 
the world because of the provisions contained in the General Agreement on Tariffs 
and Trade which require countries imposing balance-of-payments restrictions ‘‘not 
to apply restrictions so as to prevent unreasonably the importation of any descrip- 
tion of goods in minimum commercial quantities, the exclusion of which would 
impair regular channels of trade, or restrictions which would prevent the importa- 
tion of commercial samples or prevent compliance with patent, trade-mark, copy- 
right, or similar procedures * * *” 

Token import arrangements have been in effect in the United Kingdom for 
some years, Other contracting parties have different arrangements which give 
effect to this requirement. Discussions have been held with Australia, Pakistan, 
Sweden, New Zealand, and Chile for the establishment of. similar arrangements. 

(b) United Kingdom purchase of apples——-The United Kingdom in 1951 was 
making arrangements for the purchase of apples in a manner which would have 
discriminated in favor of Canada and against the United States. The United 
States, in consultations with Canada and the United Kingdom, argued, on the 
basis of the general agreement, that the British could not apply import restrictions 
in a way which would discriminate between two hard-currency countries. The 
resulting arrangement provided for equal treatment of the two countries. 

(c) Diseriminatory Haitian price regulations affecting United States cigarettes.— 
A government tobacco monopoly in Haiti increased the retail price at which im- 
ported American cigarettes could be sold but did not increase the retail price at 
which domestically manufactured cigarettes could be sold, which resulted in dis- 
crimination against American cigarettes that might have decreased considerably 
the market for imported American cigarettes in that country. This Government 
through the American Embassy called attention to paragraphs 1 and 4 of article 
III of GATT. The discrimination has since been ended. 

(d) Cuban lumber tax.—Cuba levied a 9-percent sales tax on imports of lumber 
and exempted domestic lumber from the tax. Attention was called by this 
Government through our Embassy to the first two paragraphs of article III, and 
hee a anes the tax was made nondiscriminatory by applying it also to domestic 
umber. 

(e) Cuban import taz—Cuba proposed to levy an 8-percent tax on imported 
food products, with no tax on domestic products. Attention was called by this 
Government through our Embassy to the first two paragraphs of article III of 
GATT, and the proposal was never put into effect. 

(f) Cuban periodicals tax.—Cuba levied a 9-percent sales tax on imported news- 
papers and magazines, exempting domestic newspapers and magazines from the 
tax. Attention was called by this Government through our Embassy to article 
III of GATT and as a result imported newspapers and magazines were also 
exempted from the tax. 

(g) Haitian import surtax.—Haiti inereased the 3-percent customs import 
surtax to rates varying from 3% to 4% percent on a relatively long list of products. 
This Government through its Embassy pointed out that any such increase on 
products listed in the Haitian schedule of GATT would be in contravention of the 
provision in article II. The foreign government took immediate steps to end the 
eg by making sure that the increase did not apply to scheduled 
products. 

(h) Cuban import quotas.—Cuba refused to allow two large shipments of po- 
tatoes from the United States to enter the country. This Government, through 
the American Embassy called attention to the provision of article XI of GATT, 
which states that no prohibitions shall be instituted or maintained by any con- 
tracting party on the importation of any products of any other contracting party, 
except as specified. The two shipments, which might have spoiled, with consider- 
able loss to the exporter, were as a result of this protest later allowed to enter. 
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(i) Cuban textile embargo.—Cuba placed in effect import restrictions on textiles 
that amounted to a virtual embargo. Hundreds of thousands of dollars worth of 
shipments of textiles and related products from the United States were held on the 
docks or in customs warehouses in Cuba. When the Government in question 
failed to remove the restrictions, the United States Government brought the 
matter before the contracting parties to GATT, which were then in regular session 
at Geneva, claiming that the restrictions were in violation of article XI of GATT 
and invoking article XXIII of GATT to the effect that the restrictions nullified 
substantial concessions which Cuba had granted the United States in schedule IX 
and other provisions of tne general agreement. The contracting parties discussed 
the matter, and the Cuban Government promptly took steps to relieve the 
situation. 

(j) Dominican import restrictions —The Dominican Republic banned the im- 
portation of ice-cream mix, which came principally from the United States. The 
American Embassy at the request of this Government discussed the matter with 
officials of that Government, pointing out that such a restriction was in contra- 
vention of article Il of GATT. The restriction was promptly removed. 

(k) Dominican auto-import restrictions—The Dominican Republic published 
a resolution prohibiting the importation of automobiles valued at more than 
$1,250, except under special permit, which was at first not being granted. The 
American Embassy at the request of this Government called the attention of 
that Government to the provisions of article XI and later reported to the Depart- 
ment of State that the importation of cars valued at more than the figure men- 
tioned was being regularly permitted. 

(lt) United Kingdom tobacco-mizing requirement.—In 1950-51, the United States 
was successful in securing modification of a British requirement that to the 
amount of 5 percent of the total oriental tobacco be mixed with Virginia tobacco. 
On the basis of the obligation in article III of the general agreement, the British 
agreed to permit again the manufacture of pure Virginia cigarettes, as desired 
by the United States tobacco industry. 

(m) Brazilian coffee-erport restrictions —The United States Embassy in Rio de 
Janeiro made representations to the Government of Brazil in 1951 concerning 
the applications of monthly export quotas on coffee. The United States protest 
held that the Brazilian action was in violation of article XI of the general agree- 
ment. The system of export quotas was subsequently altered and the basis for 
the complaint removed. 

(n) Discrimination against American petroleum interests —Denmark in late 
1953 tried to pressure American petroleum companies in that country to purchase 
some of their petroleum requirements from Soviet bloc sources. The United 
States Embassy intervened to protest against this discrimination. In doing so 
it refuted an attempted balance-of-payments justification presented by the 
Danish Government. The Embassy based its arguments on the principle em- 
bodied in article XII of the general agreement, that is, that Denmark’s financial 
position, as measured by the criteria of article XI, did not permit such onerous 
restrictions. Denmark dropped its request of the American oil companies. 

(0) French export quotas on raw angora wool.—The United States protested in 
February 1954 to the French against the application by France of export quotas 
on raw angora wool. The complaint held that the quotas were inconsistent with 
Article XI of the general agreement. This case is presently under consideration. 

(p) Brazilian marking requirements.—In July 1952 the United States protested 
to Brazil that a relaxation with respect to imports from Chile of a requirement 
that bags be marked in indelible ink should be extended to imports from the 
United States. The basis for the United States protest was article IX of the 
general agreement which requires most-favored-nation treatment with respect 
to marking requirements. The Brazilian Government then instructed its customs 
officers to extend to the United States on a most-favored-nation basis the treat- 
ment which applied to Chile. 

(q) Peruvian discrimination against United States cosmetics—The United States 
protested in 1951 and 1952 against the imposition by Peru of internal taxes which 
discriminated against imports of cosmetic goods from the United States. The 
United States based its protest on article III of the general agreement, which 
prevents internal taxes from being imposed on imports in a more burdensome 
manner than on like domestic products. Subsequently, Peru took steps toward 
removing the discrimination, 

(r) United Kingdom purchase tax.—The United Kingdom imposed a purchase 
tax on imported goods which were comparable in price and quality to domestically 
produced goods which were generally exempt from the tax. The issue was raised 
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at a session of the contracting parties as a violation of article III. At the seventh 
session (in late 1952), the United Kingdom announced the removal of the dis- 
crimination between imported and domestic goods. 

(s) French 0.4-percent tax.—The United States at the session held in the fall of 
1953 challenged as inconsistent with the general agreement a tax imposed by 
France on all inports and exports amounting to four-tenths of 1 percent by value. 
The United States held that the tax nullified or impaired tariff concessions made 
by France under the agreement. France agreed that the tax did infringe the 
provisions of the agreement and expected that it would not be continued in the 
new budget. This tax has now been abolished. 

() Peruvian automobile import tax—At the time Peru was negotiating for 
accession to GATT, it developed that Peru contemplated imposition of a charge 
on imports of certain classes of automobiles, which the United States regarded 
would have violated the general agreement. On the basis of our explanation 
of the problem to Peru, it was decided to convert the import charge into an internal 
tax which would apply to any domestically produced automobiles as well as to 
imported cars. 

{u) French West African preferences.—In 1951, France announced its intention 
of increasing most-favored-nation duties on sore 40 items when imported into 
French West Africa from foreign countries, while leaving imports from France 
free of duty. France recognized that such action would require conpensation, 
but on the basis of United States protests, based in part on France’s obligation 
not to increase preference margins over the preference in a base period, France 
withdrew the request late in 1952. At the tire, it was stated that the request 
might be renewed later, but to date the question has not been brought up azain. 
A considerable amount of United States trade (anounting to $3.5 million in 1 
year) thus still enjoys lower rates when imported into French West Africa than 
would otherwise be the case. 

(v) Restrictions and discriminations against American motion pictures—(i) 
Austrian import restrictions.—In 1953 the United States protested, on the basis 
of article XI (which contains a general prohibition against import restrictions), 
import restrictions against American motion pictures. Discussions have not been 
concluded in this case. 

(ii) Belgian restrictions.—In 1951, when PRelgium made known that it was 
imposing restrictions for balance-of-payments reasons and was giving motion- 
picture distributors 3 days to make counter proposals, the American Embassy 
in Brussels interceded on behalf of the American movie industry. It brought to 
the attention of the Belgians the obligation in the general agree'nent for consulta- 
tions in regard to the imposition of balance-of-payments restrictions. The result 
was that these strictions were postponed, and much milder restrictions were 
later imposed after consultation with the industry. 

The American ome in Brussels in 1951 had the occasion to notifv the Bel- 
gian Government that the general agreement required Pelgium to give public 
notification of restrictions without regard to whether they were temporary, a 
reason the Belgians advanced for not giving publicity to the measure. Following 
United States representations in this case the imposition of the restrictions was 
postponed, and more satisfactory arrangements were worked out following 
discussions. 

(iit) Brazilian regulations.—In January 1952 the United States invoked article 
II, paragraphs 1, 2, and 4, of the general agreement against a new decree and a 
draft bill which were judged to have a more burdensome effect on American 
motion pictures than measures in effect on the date of the general agreement 
(October 1947). The measures required importers to acquire domestic newsreels 
and shorts to the extent of 10 percent of the footage imported in a previous year. 
The draft bill was supplanted by another which did not contain the objectionable 
provision. The decree was later nullified by the Ministry of Justice on the 
grounds that it was a violation of the general agreement. 

The American Embassy in Rio de Janeiro has been instructed to bring to the 
attention of the Brazilian Government the fact that a draft bill submitted to the 
Brazilian Congress would violate article III, paragraph 2 (by imposing a dis- 
criminatory internal tax), would violate article VII, paragraph 1 (by imposing a 
fee in excess of the cost of services rendered in connection with the importation), 
and would impair tariff concessions granted on motion pictures. o further 
progress has been reported on the draft bill. 

In November 1952 the United States invoked article XI, paragraph 1, of the 
general agreement in protest against a Brazilian decree which called for an import 
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limitation of one print per film. The application of the decree was postponed, 
and, while the question has not been finally disposed of, restrictions provided by 
the decree have not been made effective. 

(w) Norwegian internal tazes—The United States invoked article III on April 
28, 1950, against a 1949 regulation exempting from taxation the revenue derived 
by theaters from exhibition of Norwegian newsreels but not foreign newsreels. 
On August 1, 1950, foreign newsreels were also exempted from the admission tax 


and placed on the same footing as Norwegian newsreels in response to the 
Embassy’s representation. 


Extent oF ProGress By OEEC Countries In Doiuar LIBERALIZATION 


RELCIUM 
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Charge: Passage of H. R. 1 should wait for GATT renegotiation 

Some witnesses before the committee have urged that action on 
H. R. 1 be delayed until after the General Agreement on Tariffs and 
Trade has been negotiated and presented to the Congress for approval. 

There is no valid reason for delaying action on H. R. 1. The 
General Agreement on Tariffs and Trade is a multilateral trade agree- 
ment. The Congress has never undertaken to approve the specific 
terms of any trade agreement in its consideration of the trade-agree- 
ment legislation. 

As far as the organizational provisions of the GATT are concerned 
the President in his March 30, 1954, message to Congress and his 
January 10 message of this year indicated that as 800n as the negotia- 
tions in Geneva are completed he will submit the organizational 
provisions to the Congress for approval. 


Charge: Passage of H. R. 1 should await the outcome of Japanese tariff 
negotiations 

Those who have urged that action on H. R. 1 be delayed until after 
the results of the Japanese tariff negotiations are known do not appear 
to comprehend the purpose of H. R. 1. Authority under the present 
act exists for completing negotiations with Japan. However, the 
success of the negotiations might be jeopardized if the negotiations 
had to be completed before June 12, 1955. United States negotiators 
should not be forced to race against time. The opportunity for 
negotiating successfully with Japan and with the other countries that 
will be participating in the negotiations will be greatly increased if the 
United States delegation is not under pressure to complete the bar- 
gaining by a particular date. H.R. 1 provides that if the trade agree- 
ment involving Japan is entered into after July 1, 1955, the authority 
to decrease a rate to 50 percent below the January 1, 1945, rate would 
continue but the authority to reduce the rate by 15 percent would 
not be available for products included in the agreement when the 
reduction was more than 15 percent of the July 1, 1955, rate. 
Charge: Defense industries and skills are not adequately protected 

Witnesses who claimed that their particular industries were essen- 
tial to the defense of the United States asserted that the Trace 
Agreements Act does not provide the protection which they requi e. 

Insofar as the Trade Agreements Act, as extended by Public Law 
464, 83d Congress, is concerned, provision has been included to safe- 
guard against tariff reductions which might affect defense industries, 
Section 2 of this law provides that no action shall be taken— 
to decrease the duty on any article if the President. finds that such reduction would 
threaten domestic production needed for projected national defense requirements, 
Therefore, under present procedures the President must give careful 
consideration to the defense implications of any suggested tariff 
reduction. 

Suggestions have also been made that the Tariff Commission should 
decide what industries are essential to national defense. The responsi- 
bility for taking into account national security considerations properly 
belongs with the President who will obtain the advice cf the National 
Security Council, the Department of Defense, and other executive 
agencies directly concerned with these matters. 





APPENDIX B 


Tue Executive DepartMENT’s TESTIMONY AND Support oF H. R. 1 


The President. In 1954 and again in January of this year President 
Eisenhower has given firm support to the program embodied in this 


bill. 


His foreign economic policy message of March 30, 1954, stated the 
issue in clear terms: 


If we fail in our trade policy, we may fail in all. Our domestic employment, 
our standard of living, our security, and the solidarity of the free world—all are 
involved. 

I am convinced that the gradual and selective revision of our tariffs, through 
the tested method of negotiation with other nations, is an essential ingredient of 
the continuing growth of our domestic economy. An expression of our willingness 
to negotiate further will offer needed leadership toward the reduction of trade and 
payments barriers that limit markets for our goods throughout the world. 


On January 10 of this year the President reemphasized the impor- 
tance of renewal and expansion of the President’s authority in the 
trade-agreement field. As he said at that time: 


It is essential for the security of the United States and the rest of the free world 
that the United States take the leadership in promoting the achievement of those 
high levels of trade that will bring to all the economie strength upon which the 
freedom and security of alldepend. Those high levels of trade ean be promoted by 
the specific measures with regard to trade barriers recommended in this 
message * * *, 


Siz members of the Cabinet and the Director of the Foreign Opera- 
tions Administration, appeared before the committee. All gave 
unqualified support to the bill. 

The Secretary of State, Hon. John Foster Dulles, supported the bill 
in these words: 


Specifically, I urge the extending of Trade Agreements Act by enactment of 
H.R. 1. This extension, I am convinced, will promote the security and welfare 
of the United States. 

In this economic field many nations have a responsibility. But the heaviest 
responsibility lies upon the United States. That is because we are the world’s 
principal economic unit. Although the United States represents less than 7 
percent of the world’s population, we account for more than 40 percent of the 
world’s production. Our trade accounts for between 15 and 20 percent of the 
world’s total trade. We are the largest single supplier of, and the largest single 
market for, many foreign countries. Therefore, our economic behavior is of 
tremencous importance to our friends and allies. Indeed, we would quickly 
alienate our friends and allies if we followed trade policies which cut across their 
Vital needs. 

Other countries are uncertain as to the future trend of our trade policies. They 
fear that we may shift to a policy of raising rather than lowering trave barriers. 

Such fears, unless allayed, could set up a chain reaction which would gravely 
damage and disrupt the free world. It would bring to pass what Soviet fore- 
casters have predicted and would provide hostile rulers with another opportunity 
greatly to expand their power. 

A principal advantage of the bill, from the foreign relations standpoint, is that 
it extends the Trade Agreements Act for 3 years, and that increases certainty. 

A second important factor of the bill, from the standpoint of foreign relations, 
is that it provides the President with new negotiating powers which will enable 
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the United States to make a new start in promoting freer trade policies on the 
part of other nations. The United States cannot itself be the recipient of all the 
surpluses of other countries. The greatest possibilities of foreign-trade expansion 
exist elsewhere. But these possibilities cannot be realized unless the United 
States is in a position to exert a continuing influence upon the trade policies of 
the free world. 

I hope, Mr. Chairman, that I have not given the impression that the pending 
bill would primarily serve the economic interests of others. That is by no means 
the case. But I do not hesitate to say that even if it were the case, I would still 
advocate the bill as needed to preserve the unity and vigor of the free world in the 
face of the terrible menace that confronts it. In time of war we make sacrifices 
that are immense. I believe that in peace we should also be prepared to make some 
sacrifices in order to hold together a free world partnership which is indispensable 
to the peace and security of each of the parties. 

Happily, however, we co not need to think of this bill as sacrificial, even in 
a of trade. It isa bill to expand our foreign trade. And that is good business 

or us, 

Our foreign policy, as I have put it in capsule form, is to enable the people of 
this country to enjoy in peace the blessings of liberty. I am convinced that that 
result cannot be achieved without cooperative trade relations of a dependable 
character between the free nations. 

This pending bill and its counterpart, H. R. 536, are the only practical vehicles 
I know of for enabling us to promote that cooperation. In my opinion the failure 
at this stage of world affairs, to rededicate our Nation to liberal trade policies, 
and to do so for a 3-year term would have grave consequences. 


The Secretary of the Treasury, Hon. George Humphrey, stated his 
view of the importance of the bill in unequivocal terms: 


First, the importance of keeping our own economy strong and dynamic and 
sound. Our policies are directed toward economic strength and growth—toward 
greater freecom from governmental interference and control. ur policies aim 
at encouraging initiative and freedom and maintaining economic progress and a 
high level of economic activity at relatively stable prices. Such a condition 
helps international trade in both directions. A strong internal economy helps 
to keep us competitive and makes our goods attractive to foreign buyers. It also 
promotes a high level demand for imports. With high levels of business activity, 
the capacity of our economy to absorb imports is enormous—particularly im- 
ports of raw materials. 

The secon? point which has impressed me in my contacts abroad is the concern 
of foreign countries with the broad direction of our commercial policy. Foreign 
countries do not expect us to lower our tariffs drastically. What they want to 
have, however, is assurance of continuity in our policies and they watch for 
moderate steps in the direction of our objectives. This argues strongly for a 
3-year extension of the trade-agreements program. A 3-year period is needed 
to provite reasonable assurance of such continuity. 

he bill before you is moderate. It does not interfere with existing safeguards 
for our domestic producers. It does not contemplate any drastic changes which 
would adversely affect sizable groups of citizens. 

I would like to mention one other broad principle in connection with the bill. 
From the budgetary viewpoint, the President’s trade program should help to 
reduce Government expenditures for foreign aid over a period of time. I believe 
it is best, where ee for foreign countries to earn their way, rather than 
sansa aid from the United States Treasury. This bill is a further step in that 

irection. 


The Secretary of Agriculture, Hon. Ezra Taft Benson, emphasized 
the importance of this bill to the agricultural prosperity of the 
United States: 


The modern farmer is a specialist. He is, you might say, a manufacturer. 
He combines his land; personal, family, and hired labor; capital; seed, fertilizer; 
ete.; and produces products for the market. He uses increasing amounts of 
machinery and other capital, and he concentrates his efforts on a few commodities 
which are suited to his particular farm. ‘This has led to specialized areas: cotton 
and tobacco in the Southeast, corn and hogs in the Midwest, potatoes in Idaho 
and Aroostook County, Maine, and so on. 

Clearly this specialization would have been impossible without trade. 
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While all producers of farm commodities gain from foreign marketings, producers 
of some commodities depend more heavily on exports. United States exports in 
the most recent marketing year, 1953-54, accounted for 45 percent of our rice 
crop, 26 percent of the tobacco crop, 24 percent of the cotton crop, 21 percent of 
the soybean crop, almest 19 percent of the wheat crop, and 18 percent of the lard 
production. Other commodities for which a sizable share of production is exported 
are: inedible tallow and greases, 45 percent; grain sorghums, 14 percent; and 
dried prunes, 29 percent. Exporting these large shares of farm production helps 
to minimize the difficulties that result from burdensome surpluses and acreage 
cutbacks. It is with good reason that we are doing our utmost to hold and 
expand the foreign market for such commodities. 

The retention of forcign markets for our agricultural products depends in large 
measure on the continuation of multilateral and nondiscriminatory world trade. 
The trade-agreements machinery may be utilized to insure such trade. United 
States leadership in seeking the establishment of multilateral world trade is more 
nearly successful today than at any time since the trade-agreements program 
was initiated. Under the constant urging of this program, other countries are 
now taking steps to relax their restrictions against imports of farm products from 
the United States. Currency convertibility is being actively discussed among the 
soft-currency countries. The advantages to be realized by the United States 
trade generally, and by American agriculture in particular, from such measures 
are very great. These advantages, however, may well be lost if the United States 
= abandon its present leadership in this movement for an expanded world 
trade. 

Concessions which the United States has obtained in past trade negotiations 
have been significant. It has been estimated that such concessions currently 
affect about $2 billion of our agricultural exports. These concessions have been 
and will continue to be dominant factors contributing to the expansion of foreign 
markets for American farm products. 


The Secretary of Defense, Hon. Charles E. Wilson, stressed the 
importance of this bill to the defense effort of the United States. 


It is important that we keep in mind the fact that the Communist threat in the 
world today is based upon more than an outright military threat. It includes an 
equally serious threat in the economic, the political, and the propaganda areas. 

To achieve this result trade barriers should be reduced to the extent practicable 
and all artificial restrictions eliminated. I personally believe that the passage of 
H. R, 1 will be an important step in this direction. 

Much of the friction and strife between peoples and nations in past decades 
and centuries came about because of the effort to control land areas in order to have 
available food production and other natural resources and in order to control 
markets. Increased trade between peoples and nations would increase under- 
standing between such peoples or nations and importantly contribute to world 
peace. Nations also attempted to be self-sufficient in order to improve their na- 
tional security. Our established agreements with our allies, and the United 
Nations itself is an effort to overcome this difficulty. 

International trade must be a two-way street. Such trade provides the most 
effective way to improve our relations with our allies on a long-range basis. 

In the consideration of our own defense we must carefully consider how improve- 
ment of our trade relations with our allies and friends can be turned to real ac- 
count in helping both ourselves and our allies. To do this we must move in the 
direction of removing unreasonable restrictions to international trade. We need 
our allies. In spite of our tremendous strength the United States cannot go alone 
in this modern world. This is no admission of weakness; it is a recognition of 
realities. The whole free world needs the collective and united strength of all of 


its members. 
The Secretary of Commerce, Hon. Sinclair Weeks, testified that pas- 


sage of the bill will assist the foreign and domestic commerce of the 
United States: 


I support the legislation (H. R. 1) which has been introduced to give effect to 
this recommendation both on broad grounds of national policy and because I 
believe it would be of substantial advantage to the foreign and domestic com- 


pee of the United States which I am charged by law to foster, promote, and 
evelop. 
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The key significance of exports to our economy is reinforced by a Cconsidera- 
tion of their relationships to some of our most important and progressive in- 
dustries. 

During the 3 years of 1949 to 1951 one-half of our exports came from indus- 
tries which sold more than 10 percent of their output abroad. One-third of 
our exports were accounted for by products which rely upon foreign markets 
for more than 25 percent of their sales. Machine tools, tractors, construction 
and mining equipment, oilfield machinery, and textile machinery made 20 per- 
cent of their sales in export markets. 

I certainly do not have to labor the point before this committee that these 
exports must be paid. This committee, which has had various proposals affeeting 
the trade-agreements legislation before it for over 20 years, is aware of the fact 
that as our grant-aid to the rest of the world is reduced and ultimately eliminated, 
we must increase our imports unless we are willing to see our exports decrease. 
I am sure that in view of the contributions which exports make to our economy, 
we cannot afford to permit them substantially to decrease. In an expanding 
economy, we cannot afford to permit them substantially to decrease. In an 
expanding economy, we should rather look forward to increasing exports and 
increasing imports of goods and services to pay for them. 

This is only another way of saying that we should continue the trade-agreements 
legislation for the same reason as it was started in the first place—as an important 
export promotion measure. 

Several studies‘ by the Department of Commerce find that exports to trade- 
agreement countries increased more from depression levels of the early thirties 
than did exports of commodities to countries with whom we made no trade agree- 
ments. From this depression low with a gross national product of $65 billions of 
which merchandise imports were 2.6 percent and merchandise exports 3.1 percent, 
our imports and exports have increased both in terms of absolute value as well as 
in percent of gross national product to where in 1953 with a gross national product 
of $365 billions these same imports stood at 3 percent and exports at 4.3 percent. 
There can be no doubt that there has been a net gain to our economy from recipro- 
cal trade agreements even though there has been a shortage of dollar exchange 
since World War II financed to the extent of 20-33 percent of the total exports by 
aid programs. 

In summary may I say that unless we are to give up entirely the reciprocal 
trade treaty idea, we must reinstate it on the statute books so that it has some 
degree of permanency and stability and 3 years would seem to me to be the 
practical minimum. 

Additionally, if we are to make any gesture whatsoever toward encouraging 
trade, the modest approach incorporated in H. R. 1 would again seem to me to be 
the minimum. This approach is selective, permissive, and no previously available 
safeguards are either eliminated or changed in the slightest degree. 


The Secretary of Labor, Hon. James P. Mitchell, analyzed the effect of 
the bill upon American labor and concluded that the trade-agreement 
program benefited labor. In the course of his statement supporting 
the bill, he stated: 


There is not even a passing reference to our tariff or foreign trade policy as a 
cause of unemployment during this period in recent analyses of the employment 
situation made by public groups or in most of the reports of private groups that 
have come to my attention. Instead, it is agreed that the major factors causing 
the unemployment rise in 1953-54 were the shift from a defense to a peacetime 
economy, a consequent drop in the Federal Government’s defense spending, a 
shift in business policy to inventory liquidation rather than inventory accumula- 
tion, and a decline in business expenditures for new plants and equipment. Surely, 
these economic experts would somewhere have mentioned tariff policies or volume 
of imports if such policies or imports had had the substantial effect upon employ- 
ment which has been claimed in some quarters. I believe that available evidence, 
even after analvsis is made of those special situations in which imports have in 
fact risen, points to only a very small fraction of current unemployment as being 
traceable to the effects of imports. 

There are cases, to be sure, in which imports create problems for certain indus- 
tries, or segments of industries. These industries may be extremely important to 
the life of the community in which they are located. We must continue to con- 
sider such cases carefully, as we have in the past. Often there are domestic 
factors which have equal or greater effect upon employment in the industry. It 
is important to study all facts on a case-by-case basis before concluding that 
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imports are necessarily to blame, It is precisely to deal with and evaluate these 
difficult cases that the careful procedures of the trade-agreements programs, 
including the peril-point and escape-clause procedures and thorough interdepart- 
mental consideration, have been designed. Where there is clear evidence of real 
injury or the threat of injury which can be attributed to imports, the proposed 
legislation will give the administration both guidance and authority to protect 
the industry and its workers. One of the important factors which the adminis- 
tration will continue to take into consideration in evaluating such evidence is 
whether skills which ‘are essential to the mobilization base of the Nation are 
involved. 

Wage competition is a special problem in international trade which affects the 
American worker. It is argued, for instance, that lower wage and other labor 
standards of foreign industries make it difficult or impossible for American 
industry to compete with imports in American markets. This problem was care- 
fully reviewed by the Randall Commission, and I agree with their conclusions. 
The Commission’s findings are worth quoting: 

American labor should not be subjected to unfair competition as part of any 
program to expand our foreign trade. It must be made clear, however, what 
constitutes “unfair competition.”” Manifestly, wage levels cannot be used as 
the sole guide. Our export industries are among those with the highest wages 
paid in this country, yet they compete successfully in world markets with lower 
wage countries, many of which have erected barriers against our exports. 

Unit labor costs are not a dependable guide either. Differences in cost provide 
the foundation of international trade, just as differences make possible trade 
within nations. Neither low wages nor low unit labor costs, in and of themselves, 
constitute “unfair competition.” 

Competition from imports is based on many things in addition to wage differ- 
entials, such as natural resources, climate, special arts or skills, inventiveness 
or design in certain lines. These differences are the most important factors that 
bring foreign goods into our markets, with advantage to our own workers as 
consumers. They are also the factors which account for our own exports. Wage 
levels vary from country to country primarily because of differences in natural 
resources, capital equipment and at sau wy It is generally a country’s most 
productive industries that are its chief exporters. Where a country’s exports are 
based not on such advantages but on exploitation of labor, there we have unfair 
competition from which we must protect ourselves. 

The clearest case of unfair competition which the Randall Commission found 
is one in which the workers in a particular commodity are paid well below accepted 
standards in the expdrting country. And in this area, the Commission made a 
specific remedial recommendation. It is reeommended, and the administration 
has already adopted the policy, of granting no tariff concessions on products 
made by workers receiving Wages which are substandard in the exporting country. 
As a member of the Interdepartmental Committee on Trade Agreements, the 
Department of Labor will help keep the President advised of cases which would 
fall within this standard. 

It is unlikely that there are major areas of wage competition, other than those 
that violate the standards of the competing country, which can truly be labeled 
unfair. If, however, other kinds of situations exist in which foreign wage differ- 
entials in fact constitute “unfair competition’? and threaten serious injury to 
American industry, they ean be handled under the provisions of the- bill. 

In conclusion, I would like to say that I believe extension of the reciprocal trade 
agreements authority as proposed in H. R. 1 and the companion bill H. R. 536 
is of concern and benefit not only to American workers and to American industries, 
but to the economic well-being of all of us. I therefore urge this extension, in 
the form proposed. 


The Director of the Foreign Operations Administration, Hon. Harold 
E. Stassen, emphasized the implications of the passage of this bill to 


the effort to strengthen the economies of the countries of the free 
world. 


My support of this bill is based upon the inseparable relationship of United 
States trade, United States assistance to foreign countries, and United States 
security. As the President has pointed out, the security of the United States 
requires that we have a strong and prosperous economy at home and that we have 
strong partners for peace—that they be strong not only in a military way but, 
equally important, in economic affairs 
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However, without extraordinary United States Government expenditures, 
Europe would not now be able to maintain its present level of defense and at 
the same time, as it is presently oo pay for as large a volume of food and 
manufactures labeled “Made in U. A.” Such extraordinary United States 

yovernment expenditures—for beatae for weapons, for airfields, and so forth— 
are not a satisfactory long-term basis for balancing international payments 
accounts. 

In recent years there have been significant progress in the easing of restrictions 
by European nations on imports of United States goods. Many nations in 
Europe are getting rid of Government controls over trade. Quotas are being 
dropped, and as a result of the work of the Dollar Liberalization Committee of 
the OEEC, and the work of GATT, many countries (including Denmark, Nether- 
lands, Sweden, United Kingdom) are permitting increased imports of United 
States goods. I have just returned from a meeting in Paris at which agreement 
was reached on extending further the trade-liberalization program in Western 
Europe. In my opinion, we should keep this momentum going in the right 
direction. Passage of this bill will help forwerd this momentum toward greate1 
freedom—and less Government interference—in tr-ding reletionships. 

The provisions of this bill—namely the modest and gradual reduction of United 
States tariff barriers on a reciprocal basis—can help speed up the progress which 
free nations are making in their own economic development programs. Passage 
of this bill will add one more push to the economic development we are all seeking, 
a development which is in the self-interest of the United States 

I support this bill, H. R. 1, because it is in what the President has called the 
“enlightened self-interest of the United States.” There is, I believe, a vast 
difference between self-interest and selfish interest. Were benefits proposed in 
this bill to come only to the United States, it would represent only selfish interests. 
The benefits, however, will be widespread. They will be for the self-interest, the 
mutual interest, of the free nations. We share many vital economic interests with 
our friends and allies. As we work together in mutuality of interest our grand 
partnership can be increasingly successful. 


Tue TESTIMONY OF BusINESS AND INDUSTRY IN SUPPORT OF 


H. R. 1 


Testimony in support of H. R. 1 was given by many national and 
regional business and industrial organizations, as well as by many trade 
associations. For example the United States Chamber of Commerce 
indicated approval of the proposed legislation. The statement pre- 
sented on behalf of that organization stated in part as follows: 


Through increased trade, the Nation’s economy benefits. That is true just as 
much in world trade as it is in domestie trade. More goods at lower prices has 
been the very heart of the American competitive enterprise system; the trade- 
agreements program can contribute to the health of that system. 

By continuing the trade-agreements program, the United States can lead from 
strength—the strength of a growing, dynamic, resilient economy. 

* * * T might add that the Chamber of Commerce of the United States does 
not advocate a free-trade program. But the gradual and cautious approach, as 
previded in H. R. 1, would be sufficient assurance that the United States, the 
economic nerve center of the free world, would continue on the path to liberaliza- 
tion of trade. This is the psychological reason why the trade-agreements program 
must be continued. We need to practice what we preach. 


The research and policy committee of the Committee for Economic 
Development, a group of about 35 businessmen chosen from the 150 
members of the board of trustees of CED, was represented by Howard 
C. Peterson, president of the Fidelity Philadelphia Trust Co. He 
testified that there were two major reasons why the committee believed 
that it was in the national interest to continue the policy of gradual 
and selective tariff reduction under the reciprocal trade-agreements 
program. 

First. Tariff reduction contributes to our national security by supporting our 
foreign policy. 

Second. Lower tariffs will strengthen the Nation’s domestic economy. 
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Mr. Warren L. Pierson, chairman of the United States Council of the 
International Chamber of Commerce, endorsed H. R. 1 and said: 


There are compelling reasons based on considerations of the national security 
for supporting this bill, Our whole system of military alliances is based on the 
spirit and strength of the other free countries. We believe that enactment of this 
bill will encourage and strengthen them. 

It will do this, first, because it will demonstrate that the United States will 
not turn back to economic isolationism. This will have a favorable effect on 
foreign thinking which goes beyond the economic sphere. 

Second, it will help other friendly nations to earn the dollars they need to 
buy the goods they require and want from the United States. This will make 
them stronger economically. 

Third, by hastening the day when United States foreign aid will no longer be 
needed, it will increase the political strength and cohesion of the free world. 
Self-reliant nations who are paving their own way are the best allies. 

Fourth, we believe that enactment of this bill will stimulate mutually profitable 
trade and investment among the free nations and reduce the possibility of trade 
disputes which could weaken the foundations of free world unity. 


In his testimony Charles P. Taft, president of the Committee for a 
National Trade Policy, compared the support for the trade-agreements 
program today with that in 1945. He stated the groups for and 
against are much the same as they were then. He said: 


This distinction occasions no surprise to anybody. It is the same distinction 
that existed 10 years ago, in 1945, when the only previous debate on increased 
authority for the reciprocal trade agreements program took place. Then, as now, 
the pottery industry, the glass industry, the organic chemical group, the glove 
industry, the hatters, and others told you that the trade-agreements p ogram 
would destroy them. Then, as now, the administration and the broad national 
groups representing labor, industry, and the consumer, denied it, and opposed the 
position of these industries. Then, as now, I stood here before this committee 
and urged the continuation and expansion of the reciprocal trade-agreements 

rogram. Many of you gentlemen behind the bench today were present then to 
ear both sides of the issue. 

This is one basic fact we should not lose sight of. Most Americans, including 
most businessmen, are for the continued gradual reduction of our tariffs. * * * 
I think it is fair to say that of those Americans who express an opinion, there are 
twice as many for the continuation of the program as are against it. 

Though the leaders on both sides of this issue have not changed much since 
1945, except perhaps for a little graying at the temples, the world in which we 
live has changed a great deal. ime has proved that we who spoke on our side 
of the debate in 1945 were better prophets than those who opposed us. Although 
our imports of goods, so greatly feared then as now, have increased from $3.9 
billion in 1944 to $10.9 billion in 1953, our gross national product has in the 
same period increased from 211 to 364.8 billion dollars, and our employment 
to reeord figures. Our exports have risen again well above the wartime lend-lease 
levels to $15.6 billion in 1953, and contributed substantially to our high employ- 
ment and prosperity. If the reciprocal trade agreements program has hurt us, 
it has been a hurt very weii concealed. 


The past president of the National Retail Dry Goods Association 
testified on behalf of that organization in part as follows: 


This committee may be told that the United States is a low-tariff country and 
that our existing tariff levels are not high enough to keep out foreign goods. I 
believe that this approach neecs some qualifications and thet we should not rely 
solely on averages. We retailers do not deal in averages. We deal in individual 
commodities and we are constantly exposed to tariff rates that prevent us from 
importing some product or products that our customers want. 


Mr. Morris S. Rosenthal represented the National Council of 
American Importers. He testified in support of H. R. 1 saying: 


Then, too, we should remember that dollars that go abroad to pay for imports 
always come back to us in payment for exports, even if the flow of trade and of 
money is multilateral and not bilateral. The dollars we spend abroad for imports 
are not lost to us. 
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* * * Also, greater imports at lower prices would enable the consumer to 
spread his purchasing power among more kinds of goods. To be able to buy some 
of his needs abroad at lower prices would mean that the individual buyer could 
afford still other goods of domestic manufacture that he cannot now buy, and in 
this way stimulate some of our American industries and agriculture. 


The Detroit Board of Commerce in its statement indicated: 


The board’s interest in the instant proceedings springs from the great stake 
that Detroit has in foreign trade. 

The products of Detroit’s manufacturing concerns, members of the Detroit 
Board of Commerce, are seen throughout the world. Detroit-made automobiles 
and tanks, and tractors, are on the streets of Zurich and Istanbul, and Detroit- 
made pharmaceuticals and calculating machines, too, are in shops at Caracas and 
Rio de Janeiro. In fact, we estimate that 1 out of every 7 employed in manu- 
facturing in Detroit owes his living to foreign trade to a substantial degree. 
Furthermore, in 1953, the port of Detroit experienced a level of international trade 
which ranked it second among the ports of the United States on the dollar value of 
exports and imports. 


The Cleveland World Trade Association in its statement said: 


* * * Cleveland carries on an annual foreign trade amounting to approximately 
$500 million which is substantially more than 10 pereent of its total industrial 
production. 


The president of the San Antonio World Trade Association testified 
that: 


In 1951 exports through Texas ports amounted to $229 per capita for the popu- 
lation of Texas, whereas during the same period the per capita exports for the 
entire United States amounted to only $98. Thus, Texas exported over 24 times 
as much per capita as the entire Nation. During the same period, Texas per 
capita imports amounted to $52. Comparing this with $229 per capita exports, 
we find that Texas exported about 444 times as much in 1951 as it imported. 


Daniel W. Bell, president of the American Security & Trust Co., 


testified from the basis of his experience with the study of foreign 
trade policy made by the Public Advisory Board for Mutual Security. 
He said in part: 


There is much more that will have to be done to give this country a trade and 
tariff policy suited to our expanding economy. Our local and interstate commerce 
would wither if it were subjected to the uncertainties and the inequities that are 
constantly applied to our import trade. We need to simplify our tariff classifi- 
cations; we need to modernize our customs administration. Undoubtedly, other 
measures will be proposed to deal with these problems. In the meantime, there 
is no better way of making progress toward a trade and tariff policy in the national 
interest than to extend the Trade Agreements Act, 


Mr. T. W. Hardy, Jr., vice president, Hardy Salt Co., St. Louis, Mo., 
stated that he spoke as an individual businessman interested in the 
overall effect which this legislation can have on the general climate of 
business activity and prosperity. He said in part: 


I emphatically do not believe, however, that there is any sacrifice of the Ameri- 
ean standard of living involved in this legislation. Quite the contrary. It seems 
to me that we stand to gain economically by the passage of H. R. 1, and by the 
increased imports resulting therefrom. 

Incréased imports, under the conditions of the United States trade imbalance 
which has existed for over 50 years, increased imports purchased by American 
business and consumers, can only result in an increase in the American standard 
of living. Increased imports are the best means of providing for expansion of 
United States exports. We stand to gain by an increase in our standard of living 
_ to the extent that foreign purchases are increased, by an expansion of pro- 

uction. 


Monroe J. Rathbone, president of Standard Oil Co. (New Jersey), 
testified on the basis of his company’s more than 70 years’ experience 
on foreign trade. He said: 
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* * * The encouragement of international trade along sound lines is one of the 
surest ways to promote peace and progress in the world. And we are also con- 
vinced the United States cannot fail to benefit from social and economic progress 
by the other nations of the free world, and by a spreading of the desire for peace 
and the opportunities for progress which peace brings. 


Included among other business and industry representatives expressing 
support of H. R. 1 were: 


Samuel Nakasian, world trade committee of the Washington 
Board of Trade. 

Ed P. Jackson, Jr., Louisville Foreign Trade Club. 

Stacey Bender, Jr., chairman, foreign policy committee, North 
Atlantic Ports Association, Inc. 

Jere Patterson, International Advertising Association. 

John C. White, American Cotton Shippers Association 

J. T. Hutson, president, Tobacco Associates 

S. Ralph Lazrus, American Watch Association 

George Morgan, Association of American Ship Owners 

Benjamin Lazrus, chairman, Benrus Watch Co. 

Charles H. Percy, president, Bell & Howell Co. 

A. T. Brown, executive vice president, Caterpillar Tractor Co. 

Sidney A. Swensrud, chairman, Gulf Oil Corp. 

Harold W. Haight, president, Creole Petroleum Corp. 

James W. Foley, vice president, The Texas Co. 

George Donat, Parke, Davis & Co. 

ts, Henry Ralph, vice president and manager, Bank of America 

International 


he 


»., Joseph M. Barr, president, United Aircraft Export Corp. 
Charles Helin, president, Helin Tackle Co., Detroit 

ty. Rudolph S. Hecht, chairman of the board, International House 
Motion Picture Association of America 

‘ia American Association of Port Authorities, Inc. . 

at Association of Food Distributors Joint Import Council 

are United States Paper Exporters Council, Inc. 


a American Book Publishers Council 
1er 


rand Chicago Association of Commerce and Industry 
nal Commerce and Industry Association of New York 
Houston Chamber of Commerce 
* Buffalo Chamber of Commerce 
the San Francisco Chamber of Commerce 
of San Francisco World Trade Association 
World Trade Department 
. Indianapolis Chamber of Commerce 
shel New Orleans Board of Trade 
the Northwest World Trade Club, Minneapolis 
Norfolk Port Authority 
— The Council of International Relations, San Antonio 
tard Foreign Trade Club of Galveston 
n of Export-Import Club of Dallas 
ving Fort Worth Export-Import Club 
anil Houston World Trade Association 
Hampton Roads Foreign Commerce Club, Norfolk, Va. 
ey), Richmond Export-Import Club, Galveston Wharves 
nce Empire State Petroleum Association 
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Evansville Chamber of Commerce Foreign Trade Committee 
Arkansas-Missouri Cotton Trade Association 
Foreign Trade Association of Southern California 


Tue Testimony oF AGRICULTURAL Groups IN Support or H. R. 1 


The President of the American Farm Bureau Federation, Mr. Charles 
B. Shuman, testified before the committee in favor of the present bill. 
The Farm Bureau, representing 1,609,461 farm family members in 
48 States and Puerto Rico, has been a consistent supporter of the trade- 
agreements program. Mr. Shuman said: 


* * * Our wheat, cotton, tobacco, soybeans, feed grains, rice, and animal by- 
products and certain fruits and other products are among the most efficiently 
produced in the world. Our exports of farm products have run as high as $4 billion 
in 1951-52. They accounted for roughly one-third of our production of wheat, 
cotton, rice, and soybeans. This provided a market for the produce of more than 
1 out of each 10 acres of cropland. This amount was equal to $1,000 for each 
commercial farm. Total farm exports have dropped nearly 30 percent. 

We have made great efforts to adjust our production to lower demands. Our 
prices have dropped. We have imposed income-reducing production controls on 
wheat, cotton, corn, peanuts, tobacco, and rice. Despite these efforts, the Gov- 
ernment has accumulated over $6.5 billion worth of surpluses. Faster adjust- 
ments woild require a regimentation on American farms which would endanger 
our freedom. 

We are expanding our domestic markets. We must expand our foreign 
markets. 

To maintain a prosperous agriculture, we need export markets of around 
$4 billion per year at present prices. We have the capacity to supply an even 
larger foreign demand. 

We think our foreign economic policies should be geared to these export needs. 
Enactment of H. R. 1 is an important step to gear up to this need. 

* * * * * * * 


We believe that H. R. 1 is a well-balanced piece of legislation. It provides not 
only the authority needed to expand trade but also provides desirable safeguards 
through application of the peril-point procedures, and through continuation of 
the escape clause and section 22 to protect domestic producers and the operation 
of domestic farm programs from disruptive rates of increase in imports. 


Another great farm organization, the National Grange, was repre- 
sented by its master, Mr. Hershel D. Newsom. After endorsing the 
principle of H. R. 1, Mr. Newsom said: 


There is no single segment of American economy that has greater stake in 
achieving the objective of a sound United States economic position and policy, 
which would provide the basis for a constantly expanded level of trade in the 
world on a profitable basis, than has American agriculture. * * * 

There are likewise compelling reasons for our looking with great concern on any 
attempt that might be made to recklessly or inconsiderately remove some of our 
restrictions that we believe have been literally compelled by circumstances beyond 
our control. 

* * * . * + * 


The vast majority of farm people, as we know them and understand them, are 
thoroughly cognizant that our most important market is this market—right here 
in America. We are for the most part equally aware of the fact that unless we 
can market some 10 or 12 percent of our total agricultural output—and I assume 
that practically all members of the committee know tbat it runs up to a third of 
the, total production or even a little higher than that under present circum- 
stances—and then effectively balance our output as between agricultural com- 
modities themselves, there is no effective recipe for the high level of agricultural 
income that we believe is essential to the expanding American economy that must 
be our total objective. 


James G. Patton, president, the National Farmers Union, endorsed 
the bill stating in part: 
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Many of us produce products which have traditionally entered into export 
trade, like cotton, wheat, tobacco, hogs, and certain fruits. We know that the 
export market for these crops is important to us and that it depends on low-trade 
barriers abroad, on prosperity and buying power in foreign countries, and espe- 
cially on foreigners’ supplies of dollars. We know that foreigners can obtain 
dollars chiefiy by selling goods and services to citizens of the United States and that 
the amount they can sell depends in part on how much we are willing to buy. 

About one-ninth of total farm production is exported; imports of farm commod- 
ities of a type produced in this country were equivalent to approximately one- 
sixteenth of total United States farm production. The value of farm exports 
from the United States was almost twice as great as the value of competing farm 


imports. 

| a ee this simple comparison does not tell the whole story by any 
means. The direct effect of agricultural imports and exports on the economic 
situation of individual farm families varies a very great deal according to the 
commodities produced for sale. Exports make up a very large part of the market 
for some farm products; in 1953, 45 percent of United States rice was exported; 
24 percent of our cotton; 19 percent of our wheat and flour; 17 percent of barley; 
26 percent of tobacco; and 21 percent of soybeans and products; 18 percent of 
lard; 6 percent of our raisins; and about 5 percent of pears and apples; with some- 
what smaller percentages of other commodities produced on United States farms. 


Mr. J. B. Hutson, president of Tobacco Associates, Inc., represented 
before the committee the producers, warehousemen, and exporters of 
flue-cured tobacco, and the merchants, bankers, and fertilizer dealers 
in the flue-cured-tobacco-producing areas of Virginia, North and 
South Carolina, Georgia, Florida, and Alabama. Mr. Hutson 
recommended the enactment of legislation extending the Reciprocal 
Trade Agreements Act and stated: 


* * * About one-fourth of all tobacco grown in the United States is exported. 
In the case of many types of tobacco, a substantial part of the crop is suitable only 
for the export trade. 

+ * * * * * * 


* * * We do not believe that there is enough recognition of the interests of 
the large segments of our population who are engaged in the production of articles 
which are exported. We bine that the interests of these groups, and especially 
those of our own consumers, should be given just as much consideration as is 
given the individual groups who might be adversely affected by the imports. 
In fact, all the studies I have seen point to the conclusion that the stake that the 
American economy—agriculture, industry, labor, the consumer—has in sustained 
and increased exports, far exceeds the possible adverse effects of increased imports. 


Tue Testimony or LAaBor IN Support or H. R. 1 


Mr. James B. Carey, secretary-treasurer, Congress of Industrial 
Organizations, appeared before the committee on behalf of the 
approximately 5 million workers of that organization. Following are 
several direct quotations from Mr. Carey’s statement: 


* * * many of our industries are dependent for survival upon the exports of 
reasonable amounts of their own production, 

Many workers in key industries, such as auto, steel, electrical products, 
and machinery are dependent for their jobs on the exports of products manufac- 
tured in their plants. 

* * + In 1952, 13 percent of agricultural machinery production went abroad, 
23.3 percent of the tractors produced were exported; 13.3 percent of the motor- 
trucks, 3.9 percent of the passenger cars, 6.3 percent of the rolled-steel products 
of the United States went to other nations of the world. During that year, over 
2 million workers were totally dependent upon exports for their jobs, and the 
industries involved were dependent upon exports for a considerable percentage 
of their sales and profits. ‘The latest available estimate shows that 7 percent of 
the employees in nonagricultural establishments of the United States were de- 
pendent on exports for employment in 1952. 

* * * + * 7 ~ 


The United States cannot pick and choose and deal only in the items that we 
need to import and export. Instead, the United States must engage in gradual, 
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continual, and, in many instances, reciprocal reduction of the barriers to inter- 
national trade. Reciprocal trade is essential for the maintenance of production 
in many of our own basic industries and equally essential for the preservation of 
sound international relations with our allies. Improved economic well-being of 
the countries throughout the world is one means by which Communist aggression 
can be stopped. Economic well-being and improved international trade relations 
go hand in hand. 

For these reasons we are happy to support H. R. 1, which will extend and con- 
tinue the Hull reciprocal trade program. 

* * * * * * * 


With the adoption of H. R. 1, problems will develop for some American workers 
in certain industries and communities. But let me make our position perfectly 
clear. We do not oppose a liberalized trade program, because injury or threat of 
injury may affect certain segments of American production. On the contrary, 
we say, ‘Alleviate the injury or threat of injury by some method other than 
increasing the duty. Don’t cut off your nose to spite your face.’”’ * * * 

* * * We are proud of the CIO slogan, ‘“What’s good for America is good for 
the CIO.” We are convinced that the promotion of international trade is good 
for America and, therefore, good for the CIO. 


The American Federation of Labor, representing more than 10 million 
workers, in a statement supporting H. R. 1 stated: 


We are mindful of the fact that a significant number of American workers are 
employed in industries facing foreign competition. We are definitely concerned 
lest the trade-agreements program operate to deprive these workers of employment 
opportunities at their present trade or occupation. 

At the same time, we are equally mindful that many American workers are 
dependent for their employment on American exports or on the handling, trans- 
portation, or storage of imports. In 1952, the Bureau of Labor Statistics estimated 
that the employment of 4,376,000 American workers depended on foreign trade. 
In other words, these are the workers whose employment depends on the ability of 
other countries to continue to buy American products. 


The A. F. of L. expressed itself in favor of the gradual approach 
toward tariff reduction: 


The American Federation of Labor does not endorse either the extreme position 
of free trade or the extreme position of protection. We believe that trade policy 
can prove a useful tool for reducing the dollar gap, for persuading other countries 
to lift their trade restrictions, and in general for strengthening the economic basis 
of the free world. We believe that to achieve these objectives, this country should 
continue its policy of negotiating tariff adjustments, to use the President’s phrase, 
“on a gradual, selective, and reciprocal basis.’’ The importance of the terms 
“gradual” and ‘selective’? must be emphasized * * *, 

We believe that if the adjustments negotiated under this proposed program 
are, to use the President’s words, ‘gradual, selective, and reciprocal,” they need 
not operate to curtail employment opportunities for American workers. 


The A. F. of L. recommended that promptness be exercised in giving 
relief where relief is justified, and recommended: 


We suggest therefore that the time required for handling applications under the 
escape clause be shortened. We recommend that the 9-month requirement be 
reduced to 120 days and that the 60-day requirement for the handling of cases 
by the White House be reduced to 30 days. 

This will greatly improve the operations under the present escape clause. 
Because industries will know that their applications will be processed more 
promptly, they are less likely to run to the Tariff Commission if the evidence 
does not justify relief. The net result will be a far more effective method of pro- 
viding relief to those groups who may be suffering serious injury under a particular 


tariff. 

The president of the United Steelworkers of America, Mr. David J. 
McDonald, appeared before the committee in support of the present 
bill. He spoke on behalf of more than 1,200,000 workers in the basic 
steel-producing, the metal-fabricating, aluminum- and metal-mining 
industries in the United States and Canada. After stating that pas- 
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sage of the bill is essential to the security of the United States, Mr. 
McDonald said that— 


It is, of course, essential that the United States keep its own economic house in 
order, that the American economy be kept strong, employment must be kept at a 
high level, and the living standards of our people be steadily raised. I am of the 
opinion that expanding our foreign trade will assist rather than hinder the attain- 
ment of these objectives. 

* * * * * * * 


To carry out such policies is enlightened self-interest. If I had the slightest 
feeling that increased trade, particularly imports, would be injurious to the 
American workingmen, I would not be here today supporting a policy of trade 
liberalization. It is precisely because I believe that it is in the interest of the 
American workers and our people generally, that I am happy to continue to 
support a liberal trade policy at this critical juncture of American history. 

* « * * * * * 

The best figures that we could get indicate that employment attributable to 
exports is far greater than the immediate displacement of workers that would 
result by even a substantial reduction of our tariff duties. Secretary of Commerce 
Sinclair Weeks, in his testimony in connection with the Trade Agreement Fxten- 
sion Act of 1953, and which he repeated again the other day in his testimony 
before this committee, stated that over 4.4 million workers, or 7 percent of the 
total employment of the country, are dependent upon foreign trade. 

He estimated that 3 million workers are involved in exports while more than a 
million more have employment in transporting, distributing, and manufacturing 
imports. Other reliable estimates indicate that in the iron and steel industry, 
the industry in which I am directly eoncerned, close to 160,000 workers, or almost 
17 percent of the 965,000 workers in the industry, are dependent upon exports 

* * * + * * * 

The most reliable estimates that we could find, indicate that even a full 50- 
percent reduction of all United States tariffs would not likely affect more than 
100,000 jobs. ‘This is the effect that could be expected in the short run. As 
time passes and economic adjustments take place, many of these workers would 
be absorbed in other lines of activity. This is not to say that workers displaced 
by imports should be left to their own devices to find new jobs. Both the short 
run and the long run are important. These estimates simply underline the basic 
truth that the American workers have more to lose from the curtailment of ex- 
ports than from the expansion of foreign trade. 


Mr. Hartman Barber, representing the Brotherhood of Railway 
Clerks, expressed the continued support by his organization of the 
reciprocal trade agreements program. Mr. Barber stated: 


There is a tendeney among some Americans to consider our foreign trade as 
relatively unimportant. The facts point to the opposite conclusion. Our 
prosperity is greatly affected by our foreign trade. Our Nation is now the world’s 
principal foreign trading country. The reduction in the sales of some companies 
by the amount of their foreign trade would mean the difference between a profit 
and loss. 

Exports take a quarter or even a half of the total United States production of 
some commodities. In the year preceding the outbreak of the Second Worid War, 
the exports of our Nation furnished a market for 12 percent of our lard, 12 percent 
of our radios, 11 percent of our automobiles, 14 percent of our industrial ma- 
chinery, 22 percent of our office appliances, 29 percent of our tobacco, 29 percent 
of our sardines, 31 percent of our cotton, 36 percent of our dried fruit, 36 percent of 
our sulfur, 38 percent of our rosin, and 52 percent of our production of phosphate 
rock. Some of these commodities are produced only in certain relatively small 
areas. In such cases, if exports were to decline there would be a concentrated 
effect upon the areas where they are produced. 

Since the close of the Second Worid War, the goods we exported exceeded the 
value we imported by several billion dollars each year. We cannot continue to 
export, of course, unless we are willing to receive goods in exchange for the products 
we sell abroad. 

* * * * * * * 

A large number of our citizens earn their livelihood in occupations directly 
attributable to foreign trade. In the transportation industry, the industry in 
which the members of the Brotherhood of Railway Clerks are employed approxi- 
mately 10 percent of the employment is so attributable. 
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Tue Testimony oF Pusuic-INTerest Groups 


As in the pest when extension of the Trade Agreements Act has been 
considered by the committee, representatives of some of the most 
important public interest groups in the Nation appeared and testified 
in support of the legislation. 

Mrs. A. Paul Hartz, chairman of legislation for the General Federa- 
tion of Women’s Clubs, with a membership of 5} million, testified this 
year in support of H. R. 1. 

A representative of the Cooperative League of the USA appeared 
before the committee on behalf of most of the consumer cooperatives 
of the country both rural and urban, some of the major farm supply 
cooperatives, two of the mutual insurance groups and a number of 
other organizations. The direct membership of the league is about 
2,500,000 families. The statement of the league emphasized the fact 
that it “represents both producers and consumers” and pointed out 
that they thought it was to their benefit— 
and indeed, to the benefit of all Americans, that the Reciprocal Trade Agreements 
Act should be extended. 

It has often been said that the consumeris the forgotten man. Other interests, 
farmers, electric power companies, manufacturers, bankers, all have their spokes- 
men here in Washington. Whenever Congress writes a bill, these spokesmen 
present their points of view to the legislators. Yet all of us are consumers, 
whether we own a farm as I do in Ohio, or make watches, or run powerplants: 
no matter what we do for a living, the money we get or income is spent at least 
in part on goods and services. 

If there can be said to be such a thing as a general interest, it is the interest of 
the American as a consumer. The manufacturer of watch movements may have 
a diametrically opposite interest to the assembler of watches who impcrts his 
movements from Switzerland. The textile manufactu.er may have a direct 
conflict in interest with the exporte: of heavy machinery. Yet all Americans 
however they make their living, have an interest in plentiful food, abundant goods, 
and low prices. 

The League of Women Voters, which consists of 126,000 members in 
960 local leagues in all 48 States, Alaska, Hawaii, and the District of 
Columbia, was represented by Mrs. Oscar M. Rubenhausen. She 
characterized the President’s proposal as a moderate one, but stated 
that ‘“‘as a result of its passage the United States and other nations 
should be able to progress in their negotiations toward the goal of 
expanding world trade.” 

Dr. Alzada Comstock testified in support of H. R. 1 on behalf of 
the American Association of University Women, an organization of 
women college graduates with a membership of more than 131,000 
women in the 48 States, Hawaii, Guam, and Alaska. She stated that: 

The association believes that through the years the reciprocal trade agreements 
program has served the interests of the American people and has strengthened 
international relations (1) by promoting the expansion of world trade, (2) by 
providing machinery through which this Nation and other nations could seek 
their mutual ‘advantage through the exchange of goods, and (3) by providing 
for the consideration of all American interests—consumers, producers, and export- 
ing industries as well as industries in competition with foreign goods in the 
United States market. 

Among other public interest organizations which had representatives 
expressing support of the bill were: 

The American Veterans Committee é 
The Jewish War Veterans of the United States of America 
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The Friends’ Committee on National Legislation 

The Americans for Democratic Action 

The Council on International Relations of San Antonio, Tex. 
The Committee on Foreign Trade Education, Ine. 


OVERWHELMING Press Support or H. R. 1 


The press throughout the country has shown increasing interest in 
the renewal of the Trade Agreements Act during the past year. Edi- 
torial comment has been overwhelming y in favor of the trade-agree- 
ments program and a substantial majority of those newspapers which 
have taken a position, support the pending legislation. Editorial 
writers emphasize that the program is essential to healthy international 
economic conditions, the maintenance of free world strength, and 
domestic prosperity. 

Boston Herald, January 11, 1955: 


The President’s program should be adopted at the present session of Congress. 
We have been fencing with the inevitable long enough. 


Buffalo Courier-Express, January 11, 1955: 


President Eisenhower's proposal is in line with the thinking not only of enlight- 
ened American political leaders of both parties, but also of outstanding spokesmen 
of business and industry. America’s position as 20th century leader of the free 
world would be impaired * * * by retreat into 19th century high-tariff policies. 


Charleston (S. C.) News and Courier, January 13, 1955: 
We agree with Mr. Eisenhower that tariffs should be lowered. 
Chicago Sun-Times, January 11, 1955: 


President Eisenhower's special message * * * outlines a sane and sensible 
program that deserves the full support of Congress. 


Christian Science Monitor, January 11, 1955: 
In our opinion, this all adds up to a useful program. 
Dallas News, January 11, 1955: 


The President is right in asserting that what he is proposing is less in the 
interests of aid for foreign trade than of aid for the United States. 


Dayton News, January 11, 1955: 
Fortunately, the political omens are favorable for enactment of the program. 
Denver Post, January 11, 1955: 


Modest as Mr. Eisenhower’s program is, it has great potentials—for American 
business, for American agriculture * * * for those countries which are not 
adverse to encouraging investments by American companies. 


Des Moines Register, January 12, 1955: 


These are very modest and very moderate proposals toward carrying out such a 
policy (President’s stated goals). Let us hope that they are not weakened further. 


Detroit News, January 19, 1955: 


The administration has not asked for a drastic reduction in import duties. It 
has asked for a stable and rational trade policy. 


Garden City Newsday, January 3, 1955: 


The President must not retreat before opposition this year as he did last year. 
His program is sound. He must fight until he wins. 


Great Falls (Mont.) Tribune, January 19, 1955: 


There is littie reason for a partisan fight over this program. 
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Hartford Courant, January 11, 1955: 


But by and large for every domestic producer that is hurt by trade there are a 
vast number who are benefited, as is the public generally. 


Houston Post, January 12, 1955: 


Taken together, all of the proposals, if enacted, should result in good for the 
United States and all other participating countries. 


Kansas City Times, January 11, 1955: 


The broad foreign economic program which President Fisenhower submitted 
yesterday in a special message to Congress is geared at three levels to our own 
national self-interest * * * It looks like an attractive package. 


Louisville Courier-Journal, January 12, 1955: 


President Eisenhower has always made uncommonly sound sense on the foreign 
trade issue. He has done it again with his latest message to Congress. 


Milwaukee Journal, January 11, 1955: 


The President is correct in terming his program ‘moderate, gradual, and 
reciprocal.” 


Newark News, January 11, 1955: 

As Clarence B. Randall * * * told the Congress of American Industry last 
month, ‘‘a tariff that cuts imports is a tariff that cuts exports.” 

New Orleans Times-Picayune, January 12, 1955: 


Mr. Eisenhower’s program seems to be well devised to stress the advantages 
of two-way trade. 


New York Herald Tribune, January 12, 1955: 


It (President’s message) states the case for promptly taking those legislative 
steps in the fields of foreign trade and investment that will contribute to a 
strengthening of the economie base upon which security must rest. 

New York Journal of Commerce, January 25, 1955: 


The tariff-reduction provisions of this measure are quite mild, and the record 
of Mr. Eisenhower’s first 2 years in the White House indicates that when he 
uses them at all he will use them with restraint, 


New York Times, January 11, 1955: 


They (President’s proposals) really represent the minimum for an intelligible 
and intelligent foreign-trade policy. 


New York World-Telegram and Sun, January 11, 1955: 


President Eisenhower’s message to Congress on foreign economic policy is 
sound and wise. Its proposals are moderate, yet taken together they can con- 
tribute greatly to our own prosperity and that of our allies and the underdeveloped 
areas of the free world. 


Philadelphia Inquirer, January 11, 1955: 


The time has come for Congress to vote the longer (than 1 year) program as 
evidence of our intention to help other countries—and ourselves—by expanding 
foreign trade. 


Providence Journal, January 11, 1955: 


For our own national welfare, we must have a trade program as broad and 
multipurpose in scope as Mr. Eisenhower has proposed. And it must have 
continuity. 


St. Louis Post-Dispatch, January 11, 1955: 


President Eisenhower’s splendid message to Congress on foreign economic 
policy makes eminently: good sense, as did the similar proposals when he first 
made them a year ago. 





TRADE AGREEMENTS EXTENSION ACT OF 1955 61 


Salt Lake City Deseret News & Telegram, January 11, 1955: 


If we recognize America’s position in world affairs—and we cannot escape doing 
so—we must agree with the basis of the President’s program. 


San Antonio Express, January 11, 1955: 


It follows that what President Eisenhower now seeks of Congress, in effect, is 
that it untie his hands so that he can wield a vital economic weapon, “trade, not 
aid,” for the Nation’s defense. He can be trusted to use the weapon discreetly 
* * * for moral effect Congress should act speedily. 


Toledo Blade, January 12, 1955: 


Overall, the President’s world trade message reflects mideentury facts the 
Nation cannot afford to overlook. 


Washington Post and Times-Herald, January 11, 1955: 


Approval of the program will mark an important step toward freer trade that 
should not be discounted just because it leaves much to be done. 


Watertown (N. Y.) Times, January 10, 1955: 


President Eisenhower takes the international long view on foreign trade, a 


view that his party should take, but a view that his party has failed to take in 
many years. 


Youngstown Vindicator, January 10, 1955: 
The requests are moderate enough, and American industries have the added 


protection of the existing peril point and escape clauses which the President would 
continue, 


58629— 55 -—5 





APPENDIX C 


ACCOMPLISHMENTS OF THE TRADE AGREEMENTS PROGRAM 


The record of accomplishment under the Trade Agreements Act is 
one of continuous and increasing contributions to the expansion of the 
American economy and levels of world trade. Under the act the 
United States now has trade-agreement relationships with 42 coun- 
tries. Ten of these are bilateral agreements. The other 32 have 
been negotiated under the auspices of the General Agreement on 
Tariffs and Trade (GATT). Some of the negotiations conducted 
under the GATT replace former bilateral agreements. Following is 
the list of countries with which the United States has trade agreements: 





. . | Datecon- | Date effec- 
Country | eluded | tive 


Date con- Date effec- 


a) 7 
Country cluded tive 





Argentina Oct. 14,1941 | Nov. 15,1941 || Iceland__-- Aug. 27,1943 | Nov. 19, 
Australia !__...._.__._| Oct. 30,1917 | Jan. 1,1948 |; India! . Oct. 30,1947 | July 9, 
Bema 4... << Apr. 21,1951 | Oct. 19, 1951 Indonesia !___.... ..do Mar. 11, 
Belgium ?_______.- Oct. 30,1947 | Jan. 1,1948 || Iran _......- Apr. 8,1943 | June 28, 
oS [EE lee July 31,1948 || Italy! - Oct. 10,1949 | May 30, 1950 
Burma !_____- . ..-.do........}] July 30,1948 Luxembourg 2. _. Oct. 30,1947 | Jan 
SSS ses” Ee Jan. , 1948 Netherlands ! 2_____-} do 
1 ee do_.......| July 30,1948 || New Zealand !_._....}.....do | July 31,1 
Chile ! }_....do........] Mar. 16,1949 || Nicaragua !2___. | Oct. 10,1949 | May 2 
Cuba !2____ eee ae CSS , 1948 Norway !........-.. Oct. 30,1947 | July : 
Denmark !______. Oct. 10,1949 | May 28,1950 || Pakistan !_..........}- do : July 31,1 
Dominican Repub- | || Paraguay............| Sept. 12,1946 | Apr. 

lic! ....do _..| May 19,1950 || Peru}? pose } Apr. 21,1951 | Oct. 
Ecuador ?_.._.....- Aug. 6,1938 | Oct. 23,1938 || Southern Rhodesia !.; Oct. 30,1947 | July 
El Salvador Feb. 19,1937 | May 31, 1937 Sweden ! 2... ...--| Oct. 10,1949 | Apr. 30,195 
Finland 1 2_.__._.....| Oet. 10,1949 | May 25,1950 || Switzerland __.-.- | Jan. 9,19386 | Feb. 15, 1936 
France ! 2 Oct. 30,1947 | Jan. , 1948 Turkey !?__. | Apr. 21,1951 | Oct. 
Germany ! | Apr. 21,1951 | Oct. ,1951 |} Union of South | 
Greece ! | Oct. 10, 1949 | Mar. 9, 1950 Africa ! Oct. 30,1947 | June 
Guatemala____......| Apr. 24,1936 | June 15,1936 |} United Kingdom ! 2_| do Jan. 
Haiti12______.._._._] Oct. 10,1949 | Jan. 1,1950 |) Uruguay !? : Oct. 10,1949 | Dee. 
Honduras. .........- | Dee. 18,1935 | Mar. 2,1936 || Venezuela. -.-..- Nov. 6,1939 | Dee. 





1 Agreement concluded under auspices of General Agreement on Tariffs and Trade. 
2 Replaced bilateral agreement with United States. 
3 To be terminated on July 18, 1955. 


The following table demonstrates the expansion of United States 
trade with trade-agreement countries. As is shown in the table, 
trade with countries with which the United States has trade agree- 
ments had in some cases expanded between 1937 and 1953 by more 
than 1,000 percent. While this expansion in our export trade is not 
due exclusively to concessions obtained by the United States in trade 
agreements, they have nevertheless made a substantial contribution 
to this expansion through the more favorable customs treatment 
obtained for our goods. ‘The most dramatic case, although the value 
of the total trade is not large, is trade with Iceland, which has ex- 
panded more than 7,000 percent since 1937. 

After 1945 most of the world’s economies had been seriously dis- 
located by the war and many countries were forced to adopt special 
measures to restrict imports, particularly from the United States, 
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since there was a worldwide shortage of dollars. This shortage is 
now less acute and balance-of-payment restrictions have been con- 
siderably reduced and modified by most of the countries. 


Estimated value of United States exports in 1937 and 1953 to countries with which 
trade agreements are now in effect 


(Thousands of dollars] 





. res | 
1937 1953 Percent 
; | increase 
. | 1937 to 
Country a. Export of RA wh | Export of | 1953 














_ concession | ¢@ | concession total 
States | ’ | States ra 
exports | items ! | exports | items ! | exports 

i ie eae dete sete aed 93, 831 | 44,100 | 104, 100 10.9 
Australia_._...........-. aT EL AST & ’ 73, 360 44, 750 | 134, 300 83.0 
A ee pepreh oseeeyeinndes 3, 062 980 | 60, 200 | 1, 866. 0 
Benelux and dependencies 203s: 245,384} 234,832 | 630, 700 157.0 
Bs Rbaaieeinsk Miknn <dtebpnbebiuadisen| 68, 271 | 36, 866 293, 900 | 330. 5 
Burms _....... pee Aaen ; eh Le (2) spt 6, 800 
Canada... ..... Lab tbclenn wileks | 491, 489 353, 872 2, 941, 100 | 
CI aris hacteiinaeictinnr tag tees oi 1,718 | 807 | 7, 100 | } 
Chile fgae B28 ; = aenieee 23, 742 14, 957 | 97, 600 
Cuba os es ‘3 F 90, 760 87, 130 425, 200 
Denmark > } 17, 150 6, 003 38, 300 
Dominican Republic Tees 6, 371 1,911 47, 000 
Ecuador ‘ r ll 5, 004 2, 102 | 41, 300 
E] Salvador 3, 593 431 37, 000 
Finland be 12, 243 | 3,918 | 22, 100 
France and dependencies_ 174, 135 152, 194 392, 500 
Germany .... sa 122, 993 } 92, 245 348, 200 
Greece mabent 5, 829 1, 574 50, 100 
Guatemala 7, 397 1,997 44, 300 } 
Haiti 4,025 | 604 28, 800 | 
Honduras ae . 5 ; 5, 492 Ysu 35, 500 | 
Iceland __ - 174 | 50 13, 300 

a a eee aed ; 4151, 300 
India and Pakistan. -................ 343, 649 f 598° 100 
Indonesia 103, 999 
Iran 4,528 21, 400 
Italy __. ed 40, 919 280, 900 
New Zealand... 15, 486 31, 400 
Nicaragua 955 25, 900 
Norway 9, 884 64, 600 
Paraguay -- 430 | 7, 100 
Peru a iwaae 9, 442 | 118, 600 
ES GSS SS SE PETTRESL S SER HEE | eh EL RS Z 4, 600 o 
Sweden 21, 225 101, 700 
Switzerland... __. | 4, 706 131, 200 | 
TET <n none ceed ei 14, 856 6, YS2 64, 500 
Union of South Africa ‘ Pe 88, 292 46, 795 206, 600 
United Kingdom and dependencies... 579, 424 408, 859 698, 100 
Uruguay _._..- pe es EE a 13, 105 3, 407 24, 500 . 
VOOM s og WE. 5 cick banka eatesciébeact 46, 229 15, 256 510, 800 168, 564 1, 004.9 





' Estimated figure derived from applying to total exports in 1637 and 1953, 1949 ratio of « xports under 
trade agreements concession to total exports. 

? Included in Burma and India, 

? British India includes Burma. 

‘ India. 

® Pakistan. 

* Included in Benelux and dependencies. 

' Included in other British South Africa. 


Concessions obtained by the United States in its negotiations under 
the Trade Agreements Act have extended to every segment of the 
United States economy. The Torquay negotiations, conducted under 
the auspices of the General Agreement on Tariffs and Trade at which 
the United States negotiated with 17 countries, illustrate the range 
of concessions that the United States has obtained. At that con- 
ference, which is just 1 of 3 major conferences at which the United 
States has obtained concessions, we obtained concessions on an esti- 
mated $1,100 million of our exports in 1949 to the 17 countries with 
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which the United States concluded agreements. The concessions 
obtained include those on agricultural products and foodstuffs such as 
wheat, flour, corn, oil seeds, vegetable oils, cotton, and tobacco; fresh, 
dried, and canned fruit; fruit juices, nuts, canned and dried vegetables, 
soups, lard, pork, canned and salted meats, canned and powdered 
milk, cheese, dried eggs, confectionery, canned fish, and prepared food 
specialties. 

In the machinery field the more important lines for which we 
obtained concessions were: many types of industrial machinery; 
automotive vehicles and products, including passenger cars, trucks, 
trailers, industrial lift trucks, tractors, mining locomotives, and auto- 
mobile parts and accessories; machine tools and metal-working ma- 
chinery; mining machinery; earth-moving equipment; air compressors 
and pumps; pneumatic tools; printing presses and other equipment 
for the graphic arts; and agricultural machinery and implements. 

Other concessions were obtained on many kinds of electrical 
machines, equipment, and appliances, including refrigerating and 
air-conditioning machinery, radio and television receiving and trans- 
mitting apparatus, motors, generators, and transformers; ignition 
systems; household appliances, such as washing machines, irons, 
heating devices, and lighting fixtures and equipment; X-ray apparatus, 
batteries, electronic tubes, and incandescent light bulbs. 

Numerous concessions were obtained on chemical, pharmaceutical 
and medicinal products; rubber goods, including tires, tubes, hose, 
belting and packing; petroleum products, including lubricants, 
petrolatum and paraffin; naval stores, including rosin and turpentine; 
glass manufactures, including bottles, jars, and specialties; leather 
and numerous leather manufactures; various kinds of lumber, ply- 
wood, paper and paper products; numerous manufactures of iron and 
steel including tinplate, boilers, tanks; and bathroom fixtures; coal, 
coke, sulfur and borax; asbestos manufactures; abrasives, including 
paper, cloth and stones; and other typical United States export 
specialties such as office machines and appliances, motion pictures, 
film, cameras and projection apparatus, handtools, phonographs, 
fountain pens, safety razors and blades, metal office furniture, nylon 
hosiery, toilet preparations; and paints and varnish. 


Unitep States Exports or Propucts SuBJEcT TO 
TRADE AGREEMENT CONCESSIONS 


The following survey gives some examples of commodities on which 
the United States obtained tariff concessions from foreign countries 
under the trade-agreements program and in which United States 
exports to those countries have increased. It also gives examples of 
concession items which have been freed of quota restrictions in cases 
of countries whose balance of payments situation has improved enough 
to make it possible for them to reduce their controls over imports. 

The statistics used for this compilation are United States export 
statistics. 


Unitep States Exports To AvsTRALIA OF Propucts SuByect To TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Australia increased from $73,360,000 in 1937 
to $134,300,000 in 1953, an overall increase of 83 percent. 
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Approximately 61 percent of United States exports to Australia are covered 
by tariff concessions which the United States obtained from that country under 
the trade-agreements program. Some examples of concession items in which 
trade has increased are as follows: 


















United States exports 
Commodity 
1937 1953 

CI i 555s ithe dianddciannsiwabendndeadeleecnadesndan $17, 000 $182, 000 
CI he hn ic codcahukastdncantinabsbinnstacgpibiiaan muhiee 115, 000 154, 000 
Synthetic fibers and manufactures................2.2..20.020-2.nccccccnccene 14. 000 851, 000 
Sawmill products.......- Sikes nahts inalbseihnn ne dicate Hicaniplp chen adsap lied ae Sipe ariebcne dense 1, 035, 000 4, 022, 060 
TE UOCRTONRE SURGERY BG BION OE  iiis coiccnncceccndcdcnsndcccncacncna 2, 228, 000 6, 274, 
age Ee Un COUUNINIIINS 9 icisac nccuustdanematesonmeaubsiinaanaanitcdrind 1, 033, 000 1, 675, 000 








Unitep Srates Exports to AusTRIA OF Propucts Suspsect To TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Austria increased from $3,062,000 in 1937 to 
$60,200,000 in 1953, an overall increase of 1,866 percent. 

Approximately 32 percent of United States exports to Austria are covered by 
tariff concessions which the United States obtained from that country under the 
trade agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 
Commodity a ieliaenaseaseoatiee 








|} 1987 | 1983 
a Es Scaninihied | —_—_—_—_— 
| 
Prunes. . Seek akes bau sue ina dines ane de pues a aes wea aie eons } $7, 000 | $114, 000 
Canned peaches aie Jaan hone ae 0 | 4, 000 
Raw cotton : 36, 000 12, 465, 000 
1; , Steere 


i aabin acihcsiabneaiat sie sign abled costeaion pula ss toa lb soe ng paieedebiw Ala ialietonae 44, 000 | 87, 000 





Unitep Strares Exports To BENELUX or Propucts SuBJEcT TO TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Benelux and its dependencies increased from 
$245,384,000 in 1937 to $630,700,000 in 1953, an overall increase of 157 percent. 
Approximately 96 percent of United States exports to Benelux are covered by 
tariff concessions which the United States obtained from that country under the 


trade agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 
Commodity = 


| 1987 





1953 








| 
Nae RT OLE LE eA RE $14, 000 $5, 911, 000 
Raisins __ 


PAs bn eeh Cana cekinneuh meee da dnageen Gmbcdé ead climeedinn | 916, 000 998, 000 





| 0) 227, 000 
Leaf tobacco zt 4, 544, 000 | 21, 704, 000 
Raw cotton. . 19, 219, 000 | 21, 430, 000 








In 1954, 83 percent of the total value of Benelux imports from the United States 
entered free of restrictions. The items permitted free entry and on which the 


United States had received concessions, were within the following commodity 
classifications: 


Fruits Leather, rubber, and paper products 
Vegetable oils Textiles 
Processed food items Metal manufactures 


Minerals and manufactures of chemicals Machinery 
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Unrrep States Exports to Brazin or Propucts Supsect To TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Brazil increased from $68,271,000 in 1937 to 
$293,900,000 in 1953, an overall increase of 331 percent. 

Approximately 54 percent of United States exports to Brazil are covered by 
tariff concessions which the United States obtained from that country under the 
trade agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 
Commodity nstirhingeninaseecicias 
1953 





Treneiemers:. ............ 4 ; $313, 000 2, 029, 000 
SEs cp ccke pune naakhunhed : re 194, 000 | 536, 000 
Coal-tar dyes... -- asbareneshamtara a F | 158, 000 | 754, 000 
Electromedical and electrodental equipment. -- ; f : 234, 000 | 3, 152, 000 
Transformer oil oa 57, 000 310, 000 


UNITED STATES Exports TO BuRMA OF PrRopwcts SuBsEct TO TRADE AGREEMENT 
CONCESSIONS 


Total United States exports to Burma increased from $2,714,000 in 1938-39 ! 
to $6,800,000 in 1953, an overall increase of 151 percent. 

Approximately 41 percent of United States exports to Burma are covered by 
tariff concessions which the United States obtained from that country under the 
trade agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 
Commodity aici illegal 
1946 








Radios and parts -. bace ‘ aA cccpekhamnaes Baers $28, 000 $236, 000 
Pumping machinery, hand pumps and parts-_-............-- es ea 30, 000 


Unitep States Exports To CANADA OF PRopucTS Suspsect TO TRADE AGREEMENT 
CONCESSIONS 


Total United States exports to Canada increased from $491,489,000 in 1937 
to $2.9 billion in 1953, an overall increase of 498 percent. 

Approximately 72 percent of United States exports to Canada are covered by 
tariff concessions which the United States obtained from that country under the 
trade agreements program. Some examples of concession items in which trade 
has increased are as follows: 


1 1937 statistics not available. 
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United States exports 








Commodity 
| 1937 | 1953 

Fresh fruit: | | 

DEAS i eee ee a ETS ew el | 

BENE DARE RAN esis Pe SR EL NAS The: 1, 300, 000 | 4, 300, 000 

Other fresh fruit. ___- Jtighdraaeenteeael 5, 000, 000 | 16, 600, 000 
Fruit juice DEY RS > 4 _ Ram Sa SO Te een oe 700, 000 | 11, 400, 000 
Rasins (dried) ____- aS rine A aI! aoa Lg IRR 2 a 400, 000 | 2, 900, 000 
Plums and prunes, dried RR SE RAE Yee 800, 000 | 2, 300, 000 
Vegetables, fresh and frozen eekeana : pe eee e Selteg ee sh a el 4, 300, 000 25, 800, 000 
Corn ea at ey Oe : SSIES |: ; 1, 100, 000 | 9, 800, 000 
Rice, paddy (rough) _.._- : ~ a ee ; 100, 000 | 3, 200, 000 
"ital Rete SCRE OR Rare at -__-.-| 1,200,000 | 2) 100, 000 
Coal, anthr: wite a anore : em trae c é Aesth. SR a ERE = | 14,700,000 | 50, 500, 000 
Cen ERE... ates tghibnswsecsasess SEs na eee bent . pees 44, 000, 000 | 157, 900, 000 
Clothing, cotton............. Se aT INE ae Sea LM POE: scale tien esrnbeeee 400, 000 | 3, 300, 000 
Shoes, boots, ete. ....-. Chbanwclhawaennadd csiapieiek ick coedateieaeaiaeent 800, 000 | 4, 400, 000 
Furniture, house, office, store, of wood and other. ._- ia alan tekanie tao 800, 000 | 8, 300, 000 
Refrigeration apparatus _. 2, 500, 000 35, 500, 000 


Business machines: typewriters, “adding, bookkeeping, ‘and calculating 


PG: GE DITOR. in bs. ok en dntteeentieen : 2, 300, 000 6, 200, 000 
Apparatus for cooking and heating: coal, wood, oil, gas, ‘electric...._--_-_. 1, 300, 000 22, 700, Q00 
Glass: sheet, plate, demijohns, carboy, machine-made tumblers, etc 2, 400, 000 16, 500, 000 


Machinery: all types, composed wholly or in part of iron or steel, not othe r- | 

wise provided for, and complete parts._................-----.-- tan Aig 38, 000, 000 125, 000, 000 
Parts of automobiles, trucks, buses. .....................-......--- ore me 52, 600, 000 230, 000, 000 
Trouk Gael GROG) TRARTRACTUIOE 6 ooo. insides datiaintntdd oben Biabise se in ....| 19,600,000 60, 000, 000 








Canada does not maintain quantitative import restrictions for balance-of- 
payments reasons. However, the Canadian tariff embodies prohibitions on a 
few special categories of goods. Quantitatively these have very little effect on 
United States export trade with Canada. 


Unitrep States Exports To CEYLON OF Propwucts SUBJECT TO TRADE AGREEMENT 
CONCESSIONS 


Total United States exports to Ceylon increased from $1,718,000 in 1937 to 
$7,100,000 in 1953, an overall increase of 313 percent. 

Approximately 47 percent of United States exports to Ceylon are covered by 
tariff concessions which the United States obtained from that country under the 
trade-agreements program. Some examples of concession items in which trade 
has inereased are as follows: 





United States exports 








Commodity - son See amen oy 

| 1937 1953 
PU CID. «55 eis Sai tarei AKA £ilddiedan Webco ateeh edie wd sires abews $17, 000 27, 000 
Fresh grapes. ......... ER APRESS SS EU Eas Re EEN 42, 000 58, 000 


Leaf tobacco 


Typewriters. . Ba et ae ere RES Le 22° 000 32, 000 


LA EGU. DS, DS tae 302, 000 | 854), 000 
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Unttep States Exports to Cuite or Propucts Sussect To TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Chile increased from $23,742,000 in 1937 to 
$97,600,000 in 1953, an overall increase of 311 percent. 

Approximately 63 percent of United States exports to Chile are covered by 
tariff concessions which the United States obtained from that country under the 
trade agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 





Commodity 


1937 1953 





| 
| 


to, ER eS a ee ee nastiness Satie eee eens iy Sees e " a 000 $226, 000 
mir 151, 000 2, 422, 000 

2, 000 200, 000 

0 5, 000 


rs 
Whisky tires (excluding trucks and buses) . . 








Unirep States Exports to Cusa or Propucts Sunsect To TRADE AGREEMENT 
CONCESSIONS 


Total United States exports to Cuba increased from $90,760,000 in 1937 to 
$425,200,000 in 1953, an overall increase of 369 percent. 

Approximately 96 percent of United States exports to Cuba are covered by 
tariff concessions which the United States obtained from that country under the 
trade-agreements program. Some examples of concession items in which trade 
has increased are as follows: 








United States exports 
Commodity pension hen 
1937 i 1953 


$448, 000 | $1, 546, 000 
6, 361, 000 | 8, 502, 000 
1, 379, 000 8, 145, 000 
ip 1, 975, 000 7, 273, 000 
Tabeienting oils 684, 000 | 905, 000 
Autos, trucks, parts and accessories - 5, 500, 000 bess 28, 308, 000 











Cuba has no general controls over its import trade. Import licenses are 
required for 6 commodities, on 4 of which the United States had been granted 
tariff concessions (wheat, rice, potatoes, and tires and tubes). But this has had 
a negligible effect upon Cuba’s total imports from the United States. 


Unitrep States Exports To DENMARK OF PRopuUctTs SuspsEecT TO TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Denmark increased from $17,150,000 in 1937 to 
$38,300,000 in 1953, an overall increase of 123 percent. 

Approximately 35 percent of United States exports to Denmark are covered 
by tariff concessions which the United States obtained from that country under 
the trade-agreements program. Some examples of concession items in which 
trade has increased are as follows: 





United States exports 





Commodity 


1937 | 1953 


$179, 000 $185, 000 
16, 000 58, 000 
4, 156, 000 

7, 412, 000 

5, 755, 000 

4, 000 
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$185, 000 
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Denmark has recently removed licensing requirements for about 38 percent 
of its imports. The following are examples of commodities on which the United 


States has trade-agreement concessions and which Denmark has freed of import 
restrictions: 


Bluegrass seed Combines, with electric elements 
Redtop grass seed Combines, other 

Certain leaf tobacco Parts of combines 

Raw cotton and linters Parts of drilling and boring machines 
Gum and wood rosin Parts of metalworking machines 
Aircraft engines and parts Files and rasps 

Motion pictures Methyl chloride 

Carbon black 


Unirep States Exports To THe Dominican Repusiic or Propucts Supjecr 
to TRADE AGREEMENT CONCESSIONS 


Total United States exports to the Dominican Republic increased from 
$6,371,000 in 1937 to $47,000,000 in 1953, an overall increase of 638 percent. 

Approximately 30 percent of United States exports to the Dominican Republic 
are covered by tariff concessions which the United States obtained from that 
country under the trade-agreements program. Some examples of concession 
items in which trade has increased are as follows: 





United States exports 
Commodity 





1937 1953 








| 

PY ORRIGEOOD GOWER i1252).. doc sab sa es he ene a dn wR $39, 000 | $152, 000 
. i 3 ee ie ee Sra ie ee TW 15, 000 90, 000 
i... roe LI 16, 000 | 1, 361, 000 
Fresh fruit - PR at ae ae See Hee Le eS en See 22, 000 | 175, 000 
Canned peaches... - setlist eins GbtiiadeStatainento nats iahieabentetid gidsiamat an nae eidndategiaae 2,000 | 9, 000 
CARIN iit. Sirs oOo i nica cokdneccecsceewbon = Sp yee oy tet 2, 000 7, 000 
a cecal aesatiantakiat 19, 000 | 67, 000 
FOE WIE eben akle tun eee ndd oBidedicR nds d onninilimtaaiabce oenek al eee iis 3, 000 | 20, 000 








The Dominican Republic requires import licenses only on wheat and wheat 
flour, rice, radio transmitting equipment, and fertilizers. 


Unirep States Exports to Et SAtvapor or Propvucts Sursect To TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to El Salvador increased from $3,593,000 in 1937 
to $37 million in 1953, an overall increase of 930 percent. 

Approximately 12 percent of United States exports to El Salvador are covered 
by tariff concessions which the United States obtained from that country under 
the trade agreements program. Some examples of concession items in which 
trade has increased are as follows: 





United States exports 
Commodity 





1953 





Pea a eo ts henakbconecbnee navies ame anatigel nds batdek seed ( $288, 000 


Canned mackerel 

Fresh apples, pears, and grapes... _._- 

Canned asparagus, peas, corn, and tomatoes....................--.----.....- 
Canned peaches, pears, and mixed fruit 5 
EC ET a ee a tn or aera aaa SEE 
Rubber hose 


Oatmeal, rolled oats, and preparations............-...-----.---.<-sen-ee--0-- 











El Salvador maintains no restrictions against imports. 
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Unitep Sratres Exports To Franck or Propucts Sunsect to TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to France and its dependencies increased from 
$174,135,000 in 1937 to $392,500,000 in 1953, an overall increase of 125 percent. 

Approximately 87 percent of United States exports to France are covered by 
tariff concessions which the United States obtained from that country under the 
trade-agreements program. Some examples of concession items in which trade 
has increased are as follows: 








United States exports 
Commodity . Eeaee es acre 


1953 


Cotton, raw, ginned, unbleached _............_.- _..| $44,025,000 | $84, 196, 000 
Machine tools. --.. paemas RRS ASE EER Pa cee ate 3, 621, 000 | 10, 855, 000 
Oranges, fresh or dried 3 = See tee Spas tea aa ‘ eae 38, 000 858, 000 
Electric household refrigerators ___- : A waeee 750, 000 | 1, 164, 000 
Steel sheets (automobile bodies) : ‘ ET ae 1, 016, 000 4, 389, 000 
Calculating machines and parts. ....-..-- Teeth ee A OC 2, 170, 000 4, 831, 000 





Unirep States Exports To THE FEDERAL Repusiic OF GERMANY OF PRopvUcTS 
Supsect TO TRADE AGREEMENT CONCESSIONS 
Total United States exports to Western Germany increased from $122,993,000 
in 1937 (all of Germany) to $348,200,000 in 1953, an overall increase of 183 percent 
Approximately 75 percent of United States exports to Western Germany are 
covered by tariff concessions which the United States obtained from that country 
under the trade-agreements program. Some examples of concession items in 
which trade has increased are as follows: 





United States exports 
Commodity 


1937 1953 


Corn (maize) 2 yp Aes ae tila ‘ j $103, 000 | 7, 748, 000 
Wheat OPES ;: ‘ Picks: Ss2k arceez ee Pa ee a BS: 751, 000 | 60, 264, 000 
Grapefruit _. : ; me Reese a ; —e 1, 000 7, 000 
oo ee Seen : : POE Pe ; 265, 000 4, 829, 000) 
Dried milk ...._- ets coe : RS 0} 2865, 000 
Tires and tubes nee seal 14, 000 | 25, 000 
Sewing machines _----.~- sae wea a cg oti ce eaeak cine estaclotaota dn asad aca ohatesaena .| 1, 000 | , 000 


INN iio 25s eng ad en npagtieneteennipaiatahihatus iaabigeted 32, 000 159, 000 





Western Germany has been getting rid of some of its import restrictions on 
dollar goods. About one-third of the value of German imports from the United 
States in 1953 were free of import restrictions, The following are examples of 
commodities on which the United States has trade-agreement concessions and 
which have been freed of import restrictions: 


Coniferous resins 

Unrefined lard 

Rendered tallow, unfit for human consumption 

Oleostearine, unfit for human consumption 

Monohydrie alcohols and derivatives 

Turpentine and other distillate products of coniferous resins and woods 
Disinfecting, insecticidal, fungicidal, weed-killing, and similar preparations 
Goatskin leather, dressed 

Douglas fir 

Cotton 

Linters 

Air pumps and air or gas compressors 

Baking machinery and equipment 





A, O00 
5, 000 
8, O00 
4, 000 
9, O00 
1, 000 
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Sewing machines 

Leathermaking machinery 

Machine tools, metalworking 

Machines for working wood, plastics, and other hand-carving materials 
Typewriters 

Caleulating and accounting machines 

Parts and accessories for office machines and appliances 

Mining locomotives 

Motor vehicles 


Unrrep States Exports Tro GREECE OF Propucts SuBJEcT TO TRADE AGREEMENT 
CONCESSIONS 


Total United States exports to Greece increased from $5,829,000 in 1937 to 
$50,100,000 in 1953, an overall increase of 760 percent. 

Approximately 27 percent of United States exports to Greece are covered by 
tariff concessions which the United States obtained from that country under the 
trade-agreements program. Some examples of concession items in which trade 
has increased are as follows: 


United States exports 
Commodity Ee Free a eevee eeeee 


1937 1953 


| 

ee UI, N55 scarce erie vees ey ca tog oehidls & op einscanor'e eel ieaiieas renee o $1, 000 | $787, 000 
Wheat... ... babdsducaned bitin dhduanaiie | 663, 000 | 11, 497, 000 
Refrigerators. i : oie Scchdinde eprematdtacmreicdiaia si OP It MER 22, 000 | 231, 000 
Fountain pens jepncibniel @pipawicentei siouracaienandetwtabe soeremicaneeaied 1,000 | 79, 000 





Over 90 percent of all commodities imported by Greece are free of import 
restrictions. The items free of import controls include all concessions obtained 
by the United States from Greece except the concessions on furs and machinery. 


Unrrep Srates Exports To GUATEMALA OF Propucts SuBJEcCT TO TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Guatemala increased from $7,397,000 in 1937 to 
$44,300,000 in 1953, an overall increase of 499 percent. 

Approximately 27 percent of United States exports to Guatemala are covered 
by tariff concessions which the United States obtained from that country under 
the trade-agreements program. Some examples of concession items in which 
trade has increased are as follows: 


United States exports 
Commodity nana 


1937 } 1953 











Lard... . $37, 000 $1, 021, 000 
Evaporated, condensed, and dried milk__._.__- TR Pi 8 AEs I RE 25, 000 488, 000 


Sardines and other canned fish - RAISE: FE RS 17, 000 | 156, 000 
Wheat and wheat flour.............-...-...-.- 567, 000 | 1, 988, 000 
COCR FORE RIE CRUG is «5 si wo stoinsn ca ddnnwey savanna sapmiins 493, 000 | 3, 870, 000 
Tires and tubes. ; -| 94, 000 366, 000 
Automobiles, trucks, and buses __- , Oe eae 537, 000 } 3, 557, 

Typewriters, duplicating and calculating machines. _- | 52, 000 380, 000 
Cotton shirts 270, 000 





Guatemala maintains no quantitative controls over its exports. 


Unitep States Exports to Haiti or Propucts Suspsect to TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Haiti increased from $4,025,000 in 1937 
$28,800,000 in 1953, an overall increase of 616 percent. 
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Approximately 15 percent of United States exports to Haiti are covered by 
tariff concessions which the United States obtained from that country under the 
trade agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 





Commodity T 
; 
1937 | 1953 








| 
Dried milk $3,000 | $63, 000 
Evaporated milk 8, 000 | 36, OOK 
Cereals of oats a eae 4, 000 | 22, 000 
Fresh apples 4, 000 17, 000 
| EES eae So I a 1,000 | 6, 000 
Prunes , : ‘ : 2, 000 6, 000 
Tires and tubes | 51,000 | 266, 000 
Surgical dressings } 12, 000 | 73, 000 
Radios ; 19, 000 | 55, 000 
Automobiles (passenger) 118, 000 907, OO 





Haiti requires import licenses only on a few items, tobacco products, firearms, 
ammunition and explosives, none of which are subject to tariff concessions, 


Untrrep Sratres Exports to Honpuras or Propucts Sussect To 
Trape AGREEMENT CONCESSIONS 


Total United States exports to Honduras increased from $5,492,000 in 1937 to 
$35,500,000 in 1953, an overall increase of 546 percent. 

Approximately 18 percent of United States exports to Honduras are covered b) 
tariff concessions which the United States obtained from that country under the 
trade agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 
Commodity 





Passenger cars, trucks, and buses 
Cotton hosiery and shirts. 

Oe a eee ee 
Fruits: fresh, canned, and dried 
Bakery products se wesos 
Wheat flour 

Condensed, evaporated, and 
Canned sardines __......--- 
ORI Cee teeeee 
Medicinals and pharmaceuticals 
Toilet soaps. _. Baye 
Canned meats and vegetables 





Honduras has administered its exchange control system liberally and in July 
1950 had an across-the-board relaxation of exchange controls. 


Unrrep Srates Exports to IceELAND oF Propucts Sussect To TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Iceland increased from $174,000 in 1937 to 
$13,300,000 in 1953, an overall increase of over 7,000 percent. 

Approximately 29 percent of United States exports to Iceland are covered by 
tariff concessions which the United States obtained from that country under the 
trade agreements program. Some examples of concession items in which trade 
has increased are as follows: 
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United States exports 
Commodity 





1937 1953 





Raisins and prun “ fuk $112, 000 
Wheat flour . _. APES mbpliadidectiteas { 569, 000 
Cottonseed and soy bean oil - 85, 000 
Lubricating oils. - . 121, 000 
Office machinery and parts 


: 5, 79, 000 
ind 2b cs ihc Acie dnaind cbnaninksencaniinnandlaeaaades conn giinken 3, 42, 000 











Iceland has lifted all import restrictions on the following trade agreement items: 
Rice and rice grits Other cereals 
Corn and cornmeal Cottonseed and soybean oil 
Wheat flour Lubricating oils 
Oatmeal and oat grits Rubber boats 


Unirep Sratres Exports to Inp1A-PAKISTAN OF PrRopucts SUBJECT TO 
TRADE-AGREEMENT CONCESSIONS 


Total United States exports to India-Pakistan ! increased from $35,377,000 in 
1938-39 to $249,400,000 in 1953, an overall increase of 605 percent. 

Approximately 29 percent of United States exports to India-Pakistan are 
covered by tariff concessions which the United States obtained from that country 
under the trade-agreements program. Some examples of concession items in 
which trade has increased are as follows: 





United States exports 
Commodity 





1937 1953 


Dried skim milk 





$5, 586, 000 


Tobacco and manufactures_ ._--.-- . | $1,628,000 2, 880, 000 
0 


Copper ore concentrates - 2, 223, 000 
Tractors and parts___._-- ‘i 208, 000 6, 988, 000 
Automobiles, parts and accessories... Peaaa : 8, 446, 000 12, 919, 000 
Medicinal and pharmaceutical preps NNN ek So oir eta 1, 634, 000 9, 101, 000 








Since 1954 the trend of India’s import trade policy has been toward liberal- 
ization. 
Among the list of items on which the United States had received tariff conces- 


sions and for which India has increased the import quotas or permits free impor- 
tation are: 


‘ 


Specified metals and manufactures Chemicals 
Drugs and medicines Wood 
Agricultural implements Paper 
Electromedical apparatus Asphalt 

Electric carbons 


For the first half of 1955 Pakistan has abolished the distinction between the 
nondollar area and the dollar area as sources of imports. Included among the 
items now listed as importable from all sources but still subject to licensing re- 
quirements are approximately 95 percent of the items on which the United States 
had received concessions. They are the following: 

Certain mineral products Metals 

Drugs and medicines Chemicals 

Radios and parts Office machines and equipment 
Industrial machinery Refrigerators 

Food products Typewriters 

Toilet articles Tractors 

Automotive vehicles Tobacco 


'The GATT negotiations were with India and Pakistan together. Prewar statistics included both 
countries 4 








ATE RRA Per sey 
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Unrrep States Exports to INDONESIA OF Propucts SuBJEcT To TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Indonesia increased from $24,999,900 in 1937! 
to $103,999,287 in 1953, an overall increase of 315 percent. 

Approximately 50 percent of United states exports to Indonesia are covered by 
tariff concessions which the United States obtained from that country under the 
trade-agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 





Commodity 
1937 ! 1953 





Hardwares._........--.- id ee Ne RE aS a OO 2 $7, 000 
Files and rasps Seaanawe $84, ( 238, 000 
Pliers : | : 4, 000 
Pumps and parts : a papunmeniecn’ 702, 000 





! Statistics in 1937 are given for Netherlands East Indies, later named Indonesia. 
2 Less than $500. 


UnrrEp States Exports To IRAN oF Propwucts Suspsect To TRADE AGRFEMEN' 
CONCESSIONS 


Total United States exports to Iran increased from $5,456,000 in 1937 to 
$21,400,000 in 1953, an overall increase of 292 percent. 

Approximately 83 percent of Urited States exports to Iran are covered by tariff 
concessions which the United States obtained from that country under the trade- 
agreements program. Some examples of concession items in which trade 
increased are as follows: 


has 





United States exports 
Commodity anya ; ~ 
1937 1953 


Lubricating oils and greases done recs ‘ preoks Sa mt, $25, 000 | $164, 000 


Tires and tubes 


Automobiles, buses, chassis, parts, 


Pumps _- 


Refrigeration and air-conditioning equipment 
Radio receiving sets and tubes i 


Tractors 


655, 000 
2, 962, 000 | 
54, 000 
1,000 | 
5, 000 | 
12, 000 | 


2, O10, OOO 
3, 243, OOF 
189, 000 
230, 000 
130, 000 
467, 000 





Unitrep States Exports to Iraty or Propucts Sussect Tro TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Italy increased from $75,775,000 in 1937 
$280,900,000 in 1953, an overall increase of 271 percent. 

Approximately 54 percent of United States exports to Italy are covered by 
tariff concessions which the United States obtained from that country under the 
trade-agreements program. Some examples of concession items in which trade 
has increased are as follows: 





| United States exports 
Commodity ——-------—- 
1937 


Wheat See aes $459, 000 
Raw cotton . > 9 Be ee Sie 33, 294, 000 


| 

} 

paca 

Metalworking mac hinery a : 1, 661, 000 | 22, 198, 000 

| 

} 

' 

| 


$27, 546, 000 
42, 604, 000 


Calculating machines, cash registers, typewriters, and parts - ee = 828, 000 | 
Tractors, trucks, passenger cars, parts and accessories. _ ‘ 2, 042, 000 
Film—unexposed and exposed, motion wud silent and sound. - 119, 000 
Dried prunes iedneteetekeens 3 SERRA SS 11, 000 | 


2, 92s, VOU 
4, 206, 000 
482, 000 
414, 000 





During the postwar period, Italy has found it necessary to maintain quanti- 
tative import restrictions on many products because of balance-of-payments 
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difficulties, and has had to concentrate its expenditure of dollars on essential 
commodities. However, approximately 23 percent of its trade with the dollar 


area has been liberalized. 


he following are examples of commodities on which 


the United States has trade-agreement concessions and which Italy has freed of 


import restrictions: 
Vaseline 

Solid paraffin 
Carbon black 


Silicons, plastic materials, condensation, and polycondensation products 
Absorbent cotton in packets weighing not more than one-half kilogram 


Unitrep States Exports to New ZEALAND OF PrRopucTs SUBJECT TO 
TRADE AGREEMENT CONCESSIONS 


Total United States exports to New Zealand increased from $23,824,000 in 
1937 to $31,400,000 in 1953, an overall increase of 32 percent. 
Approximately 65 percent of United States exports to New Zealand are covered 
by tariff concessions which the United States obtained from that country under 


the trade-agreements program. 
trade has increased are as follows: 





Commodity 


Books and other printed matter. _- 
Otfice machines and appliances. 
Metalworking machinery- 
‘Tractors and parts_ . 

Tobaceo and manufactures 
Medicinal and pharmaceutical pre 
Woodworking machinery 


Some examples of concession items in which 





$275, 000 | 
347, 000 
136, 000 
2, 239, 000 
1, 270, 000 
59, 000 
53, 000 


i 


$341, 000 
722, 000 
207, 000 

4, 632, 000 
4, 631, DOO 
111, 000 
255, 000 


During the postwar period, New Zealand has found it necessary to maintain 
quantitative import restrictions on many products because of balance-of-payments 
difficulties, and has had to concentrate its expenditure of dollars on essential 
commodities. New Zealand has recently increased the list of items free of import 
restrictions. The following are examples of commodities on which the United 
States has trade-agreement concessions and which New Zealand has freed of 


import restrictions: 
Hardware 
Agricultural tractors 
Radio tubes 
Machinery 


Refrigerating units 
Kidskin leather 
Paper products 
Motor vehicles 


Unirep States Exports To NIcARAGUA OF Propucts SussEect 10 TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Nicaragua increased from $3,293,000 in 1937 


to $25,900,000 in 1953, an overall increase of 687 percent. 


by 


the trade-agreements program. 
trade has increased are as follows: 


Commodity 


Wheat flour 
Evaporated milk 
Dried milk. 
X-ray equipment... 
l'ypewriters..._.. 
Tractors 


\pproximately 29 percent of United States exports to Nicaragua are covered 
vy tariff concessions which the United States obtained from that country under 
Some examples of concession items in which 


United States exports 


1937 


$197, 000 | 
8, 000 
6, 000 

0 | 

9,000 | 

4, 000 | 
2, 000 


1953 


$685, 000 
57, 000 
51, 000 
22, 000 

115, 000 
459, 000 
17, 000 
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Quantitative import restrictions in Nicaragua are negligible, and are not 
applicable to items which are the subject of tariff concessions. 


Unirep States Exports to Norway or Propvwucts Sussect To TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Norway increased from $21,964,000 in 1937 to 
$64,600,000 in 1953, an overall increase of 194 percent. 

Approximately 45 percent of United States exports to Norway are covered by 
tariff concessions which the United States obtained from that country under the 
trade-agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 
Commodity 





1937 1953 





BEE EN ic enginnd~oynebnannesacasaeeetegareneand tanemuetinoneces pinnete j $809, 000 82. 435, 0 
j ; 122, 000 2, 855, 
1, 195, 000 re 87, 
176, 000 366, 








Unrrep States Exports to ParaGuay or Propucts Suspject tro TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Paraguay increased from $742,000 in 1937 to 
$7,100,000 in 1953, an overall increase of 857 percent. 

Approximately 58 percent of United States exports to Paraguay are covered by 
tariff concessions which the United States obtained from that country under the 


trade-agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 


Commodity |——_—______ 


1937 1953 





Cigarettes ‘ $1, 000 $24, 000 
Lubricating oils and grease for machinery and vehicles_ 56, 000 203, 000 
Varnishes, driers, and gumlac, prepared, including wood stains__. wal 1,000 11, 000 
Toilet colors, eyebrow and eyelash pencils, lipsticks, rouge, nail polish, ete___| 3, 000 13, 
Dental powders and soap 7, 000 16, 
Axes, hatchets, and adzes, with or without handles... 9, 000 37, 
Typewriter ribbons = | (‘) 1 
Mechanical coin counters, cash registers, calculating machines, bookkeeping j 
machines, and parts thereof | 
Typewriters, covers for same and parts 
Storage batteries and parts or elements for same 
Passenger automobiles and buses, etc 
Automotive tractors and parts_. ~ 
I TNO . ccccinsncstinsing tn dhniznnucineeongh cliche «deine Nessa inticadhodeasts 


5, 000 67 
12, 000 433, ( 
6, 000 20, 
218, 000 
0 











| 29, 000 





1 Approximately $500. 


Unirep Sratres Exports to Peru or Propucts Suspsect To TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Peru increased from $18,883,000 in 1937 
$118,600,000 in 1953, an overall increase of 528 percent. 

Approximately 50 percent of United States exports to Peru are covered by tariff 
concessions which the United States obtained from that country under the trade- 


agreements program. Some examples of concession items in which trade has 
increased are as follows: 
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United States exports 
Commodity —_— mse alate 
1937 | 


Motor vehicles. -................ siaee tinbaaes Seats rps | $3,319,000 772, 000 
Tractors _. 5 , ; ; Pere era niniesate 475, 000 4, 505, 000 
Machinery . -__--- Sakae ; > Ws , Er pier oF ; | 5, 974, 000 37, 977, 000 
Tinplate caiithinn deals ara i ee ee 500, 000 | , 221, 000 
Iron and steel pipe. ...___. , — 400, 000 | 2, 762, 000 
Iron and stee) sheets. : OIE SS ? te 208, 000 , 204, 000 
Iron and steel bars, rods and shapes for building - - . Nas “ | 510, 000 | 1, 155, 000 
Lumber ___- : ae : Ae 1, 007, 000 2, 134, 000 


Peru maintains no import restrictions. 


Unitrep States Exports TO SWEDEN OF PrRopucts SuBsectT To TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Sweden increased from $64,317,000 in 1937 
to $101,700,000 in 1953, an overall increase of 58 percent. 

Approximately 33 percent of United States exports to Sweden are covered by 
tariff concessions which the United States obtained from that country under the 
trade-agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 
Commodity — — 6 ea 


1937 1953 


Canned fruit and juices ; : eae $125, 000 $422, 000 
Passenger cars, chassis, other auto parts for assembly, and tire casings 8, 758, 000 11, 501, 000 
Lubricating oils... 1, 183, 000 1, $22, 000 
Dried fruits_ __- E 1, 757, 000 2, 331, 000 
lractors ao ; ‘ 1, 580, 000 | 3. 989, 000 
Metalworking machines = " : lai 2 j 1, 270, 000 | 3, 286, 000 





Sweden removed import-licensing requirements from about 45 percent of its 
total imports effective October 1, 1954. The free list includes a great majority 
of the commodities on which Sweden granted tariff concessions to the United 
States under the GATT. The free list is composed of raw materials, semimanu- 
factures, many finished goods, almost all chemical products, all hides and skins, 
rubber products, wood goods, al Jpaper other than newsprint, textile raw materials, 
yarn, cord fabrics, shoes, hats, and stone, clay, and glass products. 

Extensive free listing is also applicable to engineering products. All manu- 
factures of iron and metal, the greater part of iron and steel products, and all 
machines, apparatus, and instruments with the exception of cameras, projectors, 
and musical instruments are free listed. Also included are equipment for rail- 
ways, streetcars, motorcycles, and bicycles. In the field of foodstuffs, imports 
are free listed among others for dried fruits and raisins, rice, canned fish, and 
canned fruits, juices, and a number of other products. Finally, the list ineludes 
raw materials for plastics and a large number of products of less importance such 
as small boxes, handbags, fishing tackle, tobacco pipes, fountain pens, and many 
other consumer goods. 


Unirep Srates Exrorts To SWITZERLAND OF Propucts SuBpsecT TO TRADE 
AGREEMENT CONCESSIONS 


Total United States exports to Switzerland increased from $9,411,000 in 1937 
to $131,200,000 in 1953, an overall increase of 1,294 percent. 

Approximately 50 percent of United States exports to Switzerland are covered 
by tariff concessions which the United States obtained from that country under 
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the trade-agreements program. 
trade has increased are as follows: 
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Some examples of concession items in which 





United States exports 














Commodity 
1937 1953 
Electric refrigerators, machines and parts._.........-.........-.-------.-- $136, 000 $1, 183, 000 
EID Sey Pet arene PPT eo Te 1, 362, 000 5, 956, 000 
Typewriters, cash registers, accounting a and d caleulat ting ‘machines and parts. 694, C00 2, 895, 000 
a DR OR eR tes , 000 7, 477, 000 
Lubricating oils and greases ae pep pay ee ene xWaawe 103, 000 519, 000 
Dried plums, prunes, seaanunnirln GON SII ca nnsickinotssctcencencisaaao 49, 000 574, 000 
Canned asparagus. ----- eS Hawai nay Rp Lalas <Aeckemaecene cies 140, 000 628, 000 
Raw cotton._..._.....- Re Fee ee Be EP ee ee 227, 000 1, 088, 000 
Typesetting and bookbinding machines... .....-_.- iubbsbidaonea Regrecew 93, 000 349, 000 
ee RE Oe Sceasaeen 65, 000 432, 000 








Ninety-eight percent of Switzerland’s imports from all countries are free of 
restrictions and there is no discrimination against imports from the United States. 


UnitTep States Exports to TurKEY or Propvucts Supsecrt to TRADE 


AGREEMENT CONCESSIONS 


Total United States exports to Turkey increased from $14,856,000 in 1937 to 


$64,500,000 in 1953, an overall increase of 334 percent. 


Approximately 47 percent of United States exports to Turkey are covered by 
tariff concessions which the United States obtained from that country under the 


trade-agreements program. 
has increased are as follows: 





Commodity 


a re ese aehaieed 
IN 32 52 6, agate ntiamennia ee pmaicane seme wue eae. 
RAR CNG 3 iis iso dno dc dicins Sight cies eda ae Sataelig ale 
Automobiles, trucks, ete., and parts. SCR 

Lubricating oil_. tee DT ORES Rake ae 
EE Rares cop aass ones dabicrses Senukaavcaawecucaipdice Geico cadiiesinkas ate 
Seen GN BN UR ci i cdkietta nice nde abanp dimntespcnas RE. I 





Some examples of concession items in which trade 


United States exports 


| 1987 


$140, 000 


| 320, 000 
| 808, 000 | 


1, 554, 000 | 


945, 000 


| 331, 000 | 


| 


606, 000 | 


1953 


$1, 311, 000 
4, 415, 000 
16, 805, 000 
7, 110, 000 
2, 360, 000 
5, 802, 000 
8, 335, 000 


UniTEp States Exports To Union or Soutu Arrica oF Propucts SupsEct To 


TRADE AGREEMENT CONCESSIONS 


Total United States exports to Union of South Africa increased from $88,292,000 


in 1937 to $206,600,000 in 1953, an overall increase of 134 


arcent. 


Approximately 53 percent of United States exports to Union of South Africa 
are covered by tariff concessions which the United States obtained from that 


country under the trade-agreements program. 
items in which trade has increased are as follows: 





Commodity 








Wheat_. : 5 acai eee it 
Office machines and appliances. ES EE ROARS Ef MERE RRS he ee, 
Tractors and parts. Sie Senile aed oaey eate 
Naval stores, gums, and resins..._.. .......----.-----.------- 
Synthetic fibers and PMMA OS ali: hides eselse tas Lig thesd anhcacdacebns 
Cg. ee eee aan tains a ee 


| 
‘ | $690, 000 


Some examples of concession 


United States exports 


936, COO 
2, 118, 000 
186, 000 
1, 523, 000 


-| 1,518, 000 | 


| 


! 


1953 


$5, 643, 000 
2 377, 000 
11, 167, 000 
750, 000 
14, 520, 000 
5, 692, 000 





Since January 1954 the import-control system has been nondiscriminatory in 


character insofar as source of imports is concerned. 


In the Government’s an- 


nouncement regarding its 1955 import-control policy, and which concerns items 


on which the United States received concessions, were the statements that the 
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importation of industrial machinery would be on a more liberal basis than in 1954; 
quotas for agricultural machinery and implements would be increased; consumer- 
goods imports would be increased. 


Unirep Starrs Exports to Unirep Kinepom or Propucts SursEct 
To TRADE AGREEMENT CONCESSIONS 

Total United States exports to the United Kingdom, and its dependencies, 
increased from $579,424,000 in 1937 to $698,100,000 in 1953, an overall inerease 
of 20.5 pereent 

Approximately 70 percent of United States exports to the United Kingdom 
are covered by tariff concessions which the United States obtained from that 
country under the trade agreements program. Some examples of concession 
items in which trade has increased are as follows: 


United States exports 







Commodity 2 
1937 1953 


Machine tools and parts $18. 890, 000 $50, 700, 000 
W heat 6, 900, 000 29, 400, 000 
Tobacco, unmanufactured 87, 400, 000 125, 000, 099 
Textile machinery 5 1, 800, 000 5, 400, 000 
Soya beans 0 3, 100, 000 


Hosiery of artificial fiber 


. 


000 124, 000 



















During the postwar period, the United Kingdom has found it necessary to 
maintain quantitative import restrictions on many products beeause of balance- 
of-payments difficulties, and has had to concentrate its expenditure of dollars on 
essential commodities. However, the United Kingdom, in line with its improved 
halance-of-payments situation, has recently carried out a large measure of relaxa- 
tion of import restrictions. Approximately 50 percent of its trade with the dollar 
area has been liberalized. The following are examples of commodities on which 
the United States has trade agreement concessions and which the United Kingdom 
has freed of import restrictions: 























Wheat Dried beans 

Soybean oil and beans Softwood 

Oats Maize 

Barley Maize starch 

Lard Soybean cake and meal 
Linters and waste Raw cotton 


Canned salmon 
Further, the United Kingdom recently relaxed import restrictions on hardwood 
and automobiles. 


Unirep States Exports To UruGuay or Propucts Sunsyect To TRADE 
AGREEMENT CONCESSIONS 





_. Total United States exports to Uruguay increased from $13,105,000 in 1937 to 
324,500,000 in 1953, an overall increase of 87 percent. 

Approximately 26 percent of United States exports to Uruguay are covered by 
tariff concessions which the United States obtained from that country under the 
trade-agreements program. Some examples of concession items in which trade 
has increased are as follows: 





United States exports 
Commodity - . —- 
1937 


1953 























Raisins ___ , $15, 000 $86, 000 
Tobacco, unmanufactured cigarettes ; - 114, 000 1, 594, 000 
Harvesters. __. ; : 217, 000 531, 000 
Refrigeration equipment ‘ / a 219, 000 4, 420, 000 
Composing machines; printing presses___ en 63, 000 265, 000 
Washing and ironing machines _- EN ae nae 13, 000 80, 000 
Automobiles and trueks_............-_-- ; : 3, 415, 000 4, 336, 000 
7: Dae “a Se a 3 493, 000 1, £56, 000 
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In December 1954, Uruguay allotted a $3.5 million quota for the importation of 
goods from the United States and Canada. 

In addition, certain consumer goods which had been on a restricted list were 
freed. The goods may be purchased from any area. Those of interest to the 
United States and on which concessions had been granted are foodstuffs, textiles, 
automobiles, machinery, cigarettes, and lumber. 


Unrrep States Exports To VENEZUELA OF Propucts SuBsEcT TO TRADE 
AGREEMENT CONCESSIONS 

Total United States exports to Venezuela increased from $46,229,000 in 1937 to 
$510,800,000 in 1953, an overall increase of 1,005 percent. 

Approximately 33 percent of United States exports to Venezuela are covered 
by tariff concessions which the United States obtained from that country under 
the trade-agreements program. Some examples of concession items in which 
trade has increased are as follows: 


United States exports 
Commodity pra tinny 
1937 1953 


Wheat flour _- a ORION ie in: EERIE A AD ne $1, 616, 000 $9, 222, 
Prepared milk ats nical iil ie Read arene , 200, 000 18, 787, 
Oats, oat flour, and barley...........-.-.-.-- Li RPE PI So a ; 14, 000 4, 719, 
CI ec cs desman sh coc ic : d 295, 000 | 2, 693, 
Cigarettes__......... aoe : Seer = : st 105, 000 5, 412, 0 
Trucks, automobiles, accessories, and parts-.---- ‘ ; 7, 872, 000 66, 499, 
Refrigerators _-_.......- he Ra AE ere sts 465, 000 4, 533, 
Office appliances AS SE sa = 386, 000 2, 660, OOK 
Medicinals and pharmaceuticals....-.....--.-- ate 881, 000 11, 063, 000 


Venezuela has virtually no restrictions against imports. United States trade 
enjoys the full benefit of the trade-agreement concessions. 





APPENDIX D 
How a Trape AGREEMENT IS MADE 


The decisions involved in making a trade agreement are made by 
the President, for it is to him that the authority to negotiate trade 
agreements within specified limits has been given by the Congress in 
the Trade Agreements Act of 1934. This act, which became law on 
June 12 of that year and has since been renewed nine times, empowers 
the President to conclude trade agreements with other countries. In 
return for reductions in their barriers against American goods, he may 
modify United States tariff treatment or other import restrictions on 
goods from abroad. Within the authority granted by Congress to 
the President, in addition to undertaking general obligations such as 
granting most-favored-nation treatment with regard to tariff matters, 
United States concessions may consist of (a) a reduction in the United 
States tariff rate, (6) binding of that rate, that is, an agreement not 
to increase the rate, or (c) a binding of the duty-free status of an item, 
that is, an agreement not to impose a duty on an article which is being 
admitted free of duty when the agreement is concluded. 

In making decisions under the Trade Agreements Act, the President 
is required by law to seek information and advice from the Depart- 
ments of State, Commerce, Agriculture, and Defense. In practice, 
he gets a broader range of advice for he has, by Executive order, set 
up an interdepartmental group called the Trade Agreements Com- 
mittee, which includes not only the agencies that he is required by 
law to consult but also the Departments of Labor, Interior, and the 
Treasury, the Foreign Operations Administration, and a representative 
of the Tariff Commission. 

The executive agency members on the Trade Agreements Committee 
are the official representatives of their agencies. Therefore, the 
recommendations of the Trade Agreements Committee reflect the 
considered position of all those agencies and the interests of the 
segments of the American economy for which those agencies have 
primary responsibility. If the Committee cannot reach unanimous 
agreement on recommendations, the disagreement goes to the Presi- 
dent for resolution. 


FIRST STEP—OBTAINING INFORMATION ON TRADE WITH COUNTRY X 


Once the President has decided that trade negotiations should be 
undertaken with a particular country the Trade Agreements Com- 
mittee appoints a subcommittee made up of officers of the different 
agencies which have members on the Trade Agreements Committee. 
They are experts on our trade with country X. This subcommittee 
then studies the statistics of this trade and picks out for possible tariff 
negotiation the products which we import from country X and for 
which country X is the principal supplier. The committee also 
chooses the items which country x imports and for which the United 
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States is the principal supplier. It may also include in the list of that 
country’s imports some products in which our exporters have a 
particular interest, even though we may not be the principal supplier. 
The lists of products to be considered for tariff negotiation suggested 
by the subcommittee are submitted to the Trade Agreements Com- 
mittee for consideration. 


TRADE AGREEMENTS COMMITTEE MAKES RECOMMENDATIONS 


When the Trade Agreements Committee has made any modifica- 
tions it considers necessary in the lists suggested by the subcommittee 
it sends the list of United States import items to the President for his 
decision. 

When the President has decided what products should be included 
on the list, it is published and a date is set for public hearings to 
obtain the views of all interested persons and groups as to whether 
concessions on any of the items should be made. These hearings are 
held by the Committee for Reciprocity Information, which is composed 
of the same agencies and the same individuals as the Trade Agreements 
Committee. Hearings are also held by the Tariff Commission in 
connection with its determinations of appropriate “peril points’’ for 
articles included in the list. 

The notice that goes out with the list makes the following points 
clear 

That everyone who has an interest in the items on the list is 
invited to make known his views about whether a concession should be 
granted. 

That the inclusion of a product in the list does not mean that 
any decision has been made as to whether a concession will or will not 
be granted. 

That no concession will be granted on any product which is not 
contained in a public list. 

That interested people are requested to give the Committee their 
opinions as to concessions which should be asked by the United States 
from the other countries with which it is negotiating, as well as their 
bi about possible concessions in the United States tariff. 

The time and place at which briefs must be filed and the time 
ont place at which the hearings will be held. 


INTERESTED PERSONS PRESENT VIEWS 


A very considerable effort is made to see that this list and notice 
get the widest possible distribution. Both are published in the 
Federal Register, and the notice is published in the State Department 
Bulletin, Treasury Decisions, and Foreign Commerce Weekly. Copies 
are sent to every Member of Congress and in quantity to all the district 
offices of the Department of Commerce for dissemination to interested 
people. Over the course of the years, an extensive list of people who 
are interested in hearing about trade-agreement matters has been built 
up, and copies of the notice and the public list are sent to everyone 
on it. Moreover, many of the trade associations, trade journals, 
chambers of commerce, and so forth, frequently purchase quantities 
of the notice and list for distribution to their members. The list and 
notice are always made available to the press. 
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All individuals or groups who wish to express views about a product 
on the list are required to file a written memorandum in advance of the 
hearings. They may also appear at the public hearings and present 
supplemental information. Many people avail themselves of this 
opportunity. Unless the Committee on Reciprocity Information 
specifically accepts information on a confidential basis, the material 
contained in the briefs submitted to the Committee is public in- 
formation. 

Copies of the briefs are furnished to the members of the subcom- 
mittees developing country trade information, to the members of the 
Trade Agreements Committee, and to any other persons who may be 
involved in the conduct of the hearings. The briefs are first analyzed 
by the Government’s experts on the particular product so that the 
officials who are to conduct the hearings have in advance the result of 
expert analysis of the brief and suggestions as to additional informa- 
tion to be elicited before or during the hearings. 

After the hearing is concluded, the information elicited at the 
hearing, the information contained in the briefs, and the information 
in the Government files with respect to each product is then studied 
by a subcommittee. The subcommittee studies the data to ascertain 
whether a concession would be justified and, if so, what the nature 
of the concession should be. These studies are presented to the 
Trade Agreements Committee, which reviews them item by item and 
approves, modifies, or rejects them. 

During the Committee for Reciprocity Information hearings the 
public is invited to submit suggestions for items on which we should 
request tariff concessions from country X. These suggestions and 
others made by the members of the subcommittees are also reviewed 
in detail by the Trade Agreements Committee. 


HOW RECOMMENDATIONS ARE ARRIVED AT 


The recommendation in each case is based upon a variety of factors. 
The Committee considers, for example, the relation of imports to 
domestic production. Are imports a large part of the amount con- 
sumed in the United States, or a small part? It considers what the 
trend has been on this point. Have imports been taking an increasing 
part of the domestic market, a smaller part, or has the relation between 
imports and domestic production remained substantially stable? 

It considers whether the domestic industry is on an export basis. 
If, for example, the domestic industry has a large export business, 
this would be one indication that the industry might well be able to 
compete in third markets with the foreign product, and, therefore, a 
reduction in the tariff might be considered. 

The Committee also takes into account such matters as whether the 
domestic industry is a large and diversified industry located in many 
places and producing a wide variety of products, or whether it is an 
industry concentrating on the particular product involved and located 
largely in one community. This has an important bearing, of course, 
upon the possible impact of imports on the domestic industry. 3 

Since the law provides that no decrease in duty on an article shall 
be made if the President finds such reduction would threaten domestic 
production needed for projected national-defense requirement, the 
Committee must also consider the national security needs for particu- 
lar products. 
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Then the Committee considers whether it would be desirable or 
possible to make a concession on only part of the tariff category that 
may be involved. For example, it might well be that a substantial 
reduction in the tariff on imports of a product above a certain value 
would not have any appreciable effect on the domestic industry, 
whereas a comparable reduction on lower value products might have 
a considerable impact. 

The Committee may also take into consideration the advisability of 
making a limited reduction through the use of a tariff quota or other 
devices. For example, the Committee may consider that a reduced 
duty should apply to only a specified percentage of average United 
States production of the product. Or, to take another example, the 
Committee may consider that it would be desirable to reduce the 
duties but to reserve the right to increase the rates if imports exceed a 
certain percentage of United States production of similar products. 

The Committee also considers the peril-point findings of the Tariff 
Commission. These peril points are the limits below which the United 
States duties and other import restrictions involved cannot be reduced 
without causing or threatening to cause serious injury to domestic 
industries, according to the judgment of the Tariff Commission. 
oe peril-point findings by the Tariff Commission are required by 

aw. 

The Committee is also guided by President Eisenhower’s acceptance 
of a recommendation of the Commission on Foreign Economic Policy 
that no tariff concessions will be granted by the United States on 
products made by workers receiving wages which are substandard in 
the exporting country. 

All of these factors and others are taken into account in making a 
recommendation as to a concession on any particular product. 


RECOMMENDATIONS GO TO THE PRESIDENT 


The recommendations of the Committee are forwarded direct to the 
President for his approval. The President considers the recommenda- 
tions, paying particular attention to cases in which the Committee 
recommends reduction of United States import restrictions below 
what the Tariff Commission considers the peril point. 

The decision of the President constitutes an instruction to the 
United States negotiators. It authorizes them to make the conces- 
sions they recommend provided that they can get from the negotiating 
country the concessions which they have recommended the United 
States should ask. 


ACTUAL BARGAINING BEGINS 


The next stage is that of negotiation. The negotiation is conducted 
normally by a team consisting of representatives of the Department of 
State, the Tariff Commission, the Department of Commerce, and the 
Department of Agriculture. At other times, there may be a repre- 
sentative from the Department of the Treasury. Other agencies are 
represented by advisers when their interests are involved. 

The offers and requests are presented to the country X negotiators, 
and the bargaining takes place around the table, usually for a con- 
siderable period of time. 








the 
da- 
[tee 
low 


the 
ces- 
ting 
ited 


ected 
nt of 
1 the 
epre- 
s are 


tors, 
con- 





TRADE AGREEMENTS EXTENSION ACT OF 1955 85 


The negotiating team makes the best bargain it can within its 
instructions and then reports to the Trade Agreements Committee. 

In recent years during the extensive conferences at Geneva, Switzer- 
land, in 1947, Annecy, France, in 1949, and Torquay, England, in 
1950-51, the Trade Agreements Committee has gone to the site of the 
conference. Such reports can therefore be made personally by the 
negotiating team. In such report, the team indicates whether it be- 
lieves an agreement is possible and, if necessary, makes recommen- 
dations to the committee as to whether any changes in the offers 
initially authorized or in the requests initially made would, in its 
opinion, be desirable. The Trade Agreements Committee considers 
the recommendations of the team, and, if it feels that any changes in 
the original position are desirable, recommends to the President what 
changes it thinks should be made. 

Normally there are changes as a result of negotiation. If it develops 
that we are not able to get as much as we feel we should, then we pull 
back some of our offers. If we are able to get more than we expected 
but are asked for more in return, the committee considers whether the 
bargain would be worth while and whether it could be made without 
injury. 

On the basis of this consideration the committee makes its recom- 
mendations to the President for the final decision. If he approves 
them, the negotiating team concludes the agreement on that basis. 
If any negotiation results in a concession on a United States tariff 
below the peril-point finding of the Tariff Commission the President 
is required by law to explain to the Congress the reasons for the action. 


BARGAINING WITH SEVERAL COUNTRIES AT ONCE 


From 1934 until 1947 the United States, under the Trade Agree- 
ments Act, concluded trade agreements through separate negotiations 
with each of various foreign countries. Tariff concessions in each 
agreement were based, of course, on the trade between the United 
States and the other country involved, although, under the traditional 
most-favored-nation policy of the United States, the concessions 
granted in any agreement applied to the products of all other countries 
as well. The “general provisions” of the agreements—relating to 
general trade treatment and designed to safeguard the tariff con- 
cessions themselves—differed in some cases, although they were 
considerably standardized. 

At Geneva in 1947, the United States and 22 other countries 
negotiated tariff concessions simultaneously and agreed to one set of 
general provisions—those in the General Agreement on Tariffs and 
Trade concluded then. At Annecy, France, in 1949, and at Torquay, 
England, in 1951, these countries and several additional countries 
exchanged further concessions on import restrictions. There are now 
34 countries which are parties to the General Agreement on Tariffs 
and Trade. 

Notwithstanding the number of countries engaged in the negotia- 
tions, the same country-with-country bargaining procedure is followed 
in exchanging tariff concessions. The result is that the number of 
such two-country negotiations has run into the hundreds. When all 
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have been completed, all the concessions resulting from the separate 
negotiations are examined and approved by all the participating 
countries and then integrated into the one agreement. 

The foregoing paragraphs describe in detail the successive steps 
followed in conside ‘ring and reaching decisions on each tariff concession 
which the United States may ask or offer in the course of making a 
trade agreement. Only after all these stages have been passed does 
the President make effective, by proclamation, the modifications in 
United States tariffs which the United States Government makes in 
return for corresponding trade-barrier reductions granted by foreign 
countries and designed to widen markets for U nited States products. 


O 
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CONSIDERATION OF H. R. 3828 





Fespruary 15, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Dexaney, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 141] 


The Committee on Rules, having had under consideration House 
Resolution 141, report the same to the House with the recommendation 
that the resolution do pass. 
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CONSIDERATION OF H. R. 1 





Fepruary 15, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Sirs of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 142] 


The Committee on Rules, having had under consideration House 
Resolution 142, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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REPEALING THE NATURAL FIBERS ACT 





Fepruary 16, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr, Dur#am, from the Committee on Armed Services, submitted the 
following 





















REPORT 


[To accompany H. R. 2123] 





The Committee on Armed Services, to whom was referred the bill 
(H. R. 2123) to repeal Public Law 820, 80th Congress (62 Stat. 1098), 
entitled “An Act to provide a revolving fund for the purchase of 
agricultural commodities and raw materials to be processed in occupied 
areas and sold,” having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 





PURPOSE OF THE BILL 





The purpose of H. R. 2123 is to repeal Public Law 820, 80th Con- 
gress (62 Stat. 1098), commonly known as the Natural Fibers Act. 





BACKGROUND 





Public Law 820, 80th Congress, provided for a revolving fund for 
the purpose of (a) purchasing natural fibers (including cotton waste) 
produced in the United States, and such other materials, including 
starch, dyestuff, roller leather, ‘and card clothing as may be used in 
» processing and finishing such fibers; (6) transporting such fibers and 
; other materials to oce upied areas, making them available for process- 
- ing, and having such fibers processed in “such area; (c) insuring such 
a and materials and the products obtained from such processing; 

and (d) selling products obtained from such processing. The basic 
objective of this law was to assist in the industrial rehabilitation 
and economic recovery of occupied areas. It was felt that until 
_ ‘se countries could be restored to a basis of self-support, the Ameri- 
in taxpayers would have to continue to foot a large bill for feeding 
and clothing the people of these areas. Proceeds “from the sale of 
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products of commodities purchased with money from the fund were 
utilized to repay, with interest, outlays from the fund. 

Although other areas were in a position to benefit from the pro- 
visions of this act, Japan was the only area to take advantage of this 
opportunity. The Secretary of the Army was authorized to issue 
notes for purchase by the Secretary of the Treasury in an aggregate 
amount not to exceed $150 million to cover payments of costs speci- 
fied in the act. Under this authority, a note for $100 million was 
issued to finance shipments of raw cotton to Japan and the total 
expenditures made for this purpose during 1948-49 amounted to 
$57,554,227. Complete repayment of the borrowings was effected on 
June 13, 1950. Since that date no further purchases have been made 
with moneys from that fund. 

The $100 million note was kept open in the event of any critical 
need for the further financing for United States raw cotton shipments 
to Japan during the balance of the occupation. Such a need did not 
arise in light of favorable trade developments and the acquisition of 
substantial foreign exchange balances by Japan. 

On May 22, 1952, the Department of the Treasury notified the 
Department of the Army that the $100 million note would expire as of 
June 1, 1952, and that in view of the termination of the occupation, 
arrangements should be made for the cancellation of this note. Ac- 
cordingly, the Secretary of the Army requested the Secretary of the 
Treasury, on June 2, 1952, to transfer the $100 million note in full 
repayment of the general fund of the Treasury. 

Repeal of Public Law 820 is desired because with ratification and 
confirmation of the treaty of peace with Japan, and with no antici- 
pated requirement for outlays of money from this fund by the remain- 
ing occupied areas, no further need seems to exist for the fund; and 
repeal, if enacted, would remove from the statute books a law no 
longer required. Further, although the authority granted in Public 
Law 820 is not utilized, the retention of the act on the statute books 
imposes a requirement on the Secretary of the Army annually to make 
a complete report to Congress with respect to the status of the fund. 
Preparation of this report by the Department of the Army and review 
by the Bureau of the Budget and the Congress cause unnecessary utili- 
zation of personnel and material. 


DEPARTMENTAL RECOMMENDATIONS AND BUDGET DATA 


The enactment of the proposed legislation would not involve the 
expenditure of any Federal funds. 

The proposed measure is a part of the Department of Defense legis- 
lative program for the 84th Congress and has been approved by the 
Bureau of the Budget. The Department of Defense recommends that 
it be enacted by the Congress, as is evidenced by the letter dated 
January 6, 1955, from Secretary of the Army Robert T. Stevens, which 
is attached hereto and made a part of this report. 

JaANvARY 6, 1955. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. SpeEAKER: There is forwarded herewith a draft of legislation to repea! 
Public Law 820, 80th Congress (62 Stat. 1098), entitled ‘‘An act to provide a 
revolving fund for the purchase of agricultural commodities and raw materials to 
be processed in occupied areas and sold.” 
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This proposal is part of the Department of Defense legislative prozram for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Army has been designated as the representative of the Depart- 


ment of Defense for this legislation. It is recommended that this proposal be 
enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The basic objective of Public Law 820, 80th Congress, commonly called the 
Natural Fibers Revolving Fund Authority, was to assist in the industrial rehabili- 
tation and economic recovery of occupied areas. It was felt that until these 
countries could be restored to a basis of self-sufficiency, American taxpayers 
would have to continue to foot a large bill for feeding and clothing the people of 
these areas. 

Public Law 820, 80th Congress, provided for a revolving fund for the purchase 
within the United States of vitally needed agricultural commodities and raw mate- 
rials to be processed in occupied areas and sold. Proceeds from the sale of prod- 
ucts of commodities purchased with money from the fund were utilized to repay, 
with interest, outlays from the fund. Japan was the only area to take advantage 
of the provisions of this act and did not make any purchases with money from this 
fund after January 1950. In view of the ratification and confirmation of a treaty 
of peace with Japan, and no anticipated requirement for utilization of money from 
this fund by the remaining occupied areas as defined by the act, no further need 
seems to exist for the fund as created by authority of Public Law 820, 80th 
Congress. 

LEGISLATIVE REFERENCES 

An identical proposal was included in the Department of Defense legislative 
program for 1953 and was submitted to the Congress on January 5, 1953. That 
proposal was introduced as H. R. 2312, passed the House of Representatives on 


May 19, 1953, and was referred to the Senate Committee on Agriculture and 
Forestry. No further action was taken on that bill. 


COST AND BUDGET DATA 


This proposal would cause no apparent increase in budgetary requirements for 
the Department of Defense. 


Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3, of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 
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(Public Law 820, 80th Cong.) 


To provide a revolving fund for the purchase of That Public Law 820, Eightieth Con- 

manana prone pnolmpet pol age to be gress (62 Stat. 1098), entitled, “An Act 
to provide a revolving fund for the pur- 

Be it enacted by the Senate and House of chase of agricultural commodities and 

Representatives of the United States of raw materials to be processed in occu- 

America in Congress assembled, That, pied areas and sold’’, is hereby repealed. 

notwithstanding the provisions of any Sec. 2. This Act shall take effect on 

other law, the Secretary of the Army is June 30, 1955. 

authorized to issue notes from time to 

time for purchase by the Secretarv of the 

Treasury, not to exceed in the aggre- 

gate outstanding at any time $150,- 

000,000. Each such note shall bear 

interest at a rate determined by the 

Secretary of the Treasury, taking into 

consideration the current average rate 

on outstanding marketable obligations 

of the United States as of the last dav 

of the month preceding the issuance of 

the note. Payment of the purchase 

price of such notes and repayments 

thereof by the Secretary of the Army 

shall be treated as publie-debt transac- 

tions of the United States. The pro- 

ceeds of these notes shall be used by the 

Secretary of the Army, or his duly au- 

thorized representatives, as a revolving 

fund for the purpose of (a) purchasing 

natural fibers (including cotton waste) 

produced in the United States, and 

such other materials, including starch, 

dyestuff, roller leather, and card cloth- 

ing as may be used in processing and 

finishing such fibers; (b) transporting 

such fibers and other materials to occu- 

pied areas, making them available for 

processing, and having such fibers proe- 

essed in such areas; (c) insuring such 

fibers and materials and the products 

obtained from such processing; and 

(d) selling products obtained from such 

processing. In the case of wool, mo- 

hair, or flax fiber, only these types and 

grades shall be purchased hereunder as 

the Secretary of Agriculture, in the light 

of supplies on hand in the United States, 

designates as available for export; and 

stocks held by Commodity Credit Cor- 

poration of the types and grades so 

designated shall be purchased before 

other purchases are made cf such types 

and grades. For the purpose of this 

Act an occupied area shall be considered 

as any liberated or occupied area, which 

is at the time, occupied by United States 

forces or such an area occupied jointly 

with another power or powers when it 

is considered by the Secretary of the 

Army to be necessary or desirable to 

include such an area, in order to carry 

out United States objectives: Provided, 

That a treaty of peace shall not have 

been ratified and confirmed for such an 

area 
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Sec. 2. Neither the Secretary, nor anv 
duly authorized representative, shall 
use the fund created by this Act for the 
purchase of any commodity unless, on 
the date of purchase of such commodity, 
it appears in his best judgment that 
within fifteen months after such date—- 

(a) such commodity will be proe- 
essed, or used in processing opera- 
tions, in an occupied area; and 

(b) so much of the products ob- 
tained from such processing will be 
sold under such terms and for such 
currencies as will be necessary to 
cover, in United States dollars, (1) 
all amounts expended from the fund 
in connection with such commodity 
plus (2) an appropriate portion of 
the interest payable to the Secre- 
tary of the Treasury on account of 
loans made pursuant to this Act. 

Sec. 3. The proceeds from the sale of 
produets of commodities purchased 
with moneys from the fund, to the extent 
of the amounts specified in section 2, 
shall be returned to the fund. 

Sec. 4. Annually after the date of 
enactment of this Act the Secretary of 
the Army shall make a complete report 
to the Congress with respect to the status 
of the fund. At such time as there shall 
no longer be any occupied area within 
the meaning of this Act, or at such 
earlier time as the President or the 
Congress by concurrent resolution shall 
determine that the fund is no longer 
required for the purposes of this Act, 
the unobligated balance of the fund 
shall be repaid to the Secretary of the 
Treasury; and the Secretary of the 
Army, as expeditiously as possible con- 
sistent with orderly liquidation, (a) 
shall cause to be sold so much of the 
commodities purchased with moneys 
from the fund and products thereof 
which are then on hand as may be 
necessary to obtain the amount of any 
balance then remaining owing to the 
Secretary of the Treasury on account of 
loans made pursuant to this Act, and 
(b) shall repay such amount to the 
Secretary of the Treasury. 

Sec. 5. Fibers and other materials 
purchased for processing in any par- 
ticular occupied area may, if a treaty 
of peace is ratified and confirmed with 
respect to such area prior to the proc- 
essing of such commodities, be proc- 
essed and sold, or sold, in such manner 
as the Secretary of the Army may deem 
to be in the best interest of the United 
States. If, after purchasing any such 
commodity with moneys from the fund, 
it shall appear to the Secretary of the 


THE BILL 
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Army that the product of such com- 
modity cannot be sold for as much as 
the amounts specified in clauses (1) and 
(2) of section 2 of this Act the Secretary 
of the Army may sell such product for 
a lesser amount; but, insofar as may be 
possible, no commodities shall be sold 
for less than the amounts specified in 
clauses (1) and (2) of section 2 of this 
Act. 

Sec. 6. So much of the commodities 
purchased with moneys from the fund 
for processing in any occupied area and 
so much of the products thereof as are 
not required to be sold, and so much of 
the proceeds obtained from the sale of 
any such commodities or products as is 
not required to be returned to the fund 
shall be used and disposed of by the 
Secretary of the Army, in such manner 
as he deems fit, for the benefit of the 
economy of such occupied area. 

Sec. 7. In providing for the per- 
formance of any of the functions 
described in section 1 the Secretary of 
the Army shall to the maximum extent 
feasible utilize private channels of trade 
and is hereby authorized to make all 
necessary rules and regulations for the 
efficient implementation of the pro- 
visions of this Act. 


Approved June 29, 1948, 


O 
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PROMOTING THE NATIONAL DEFENSE BY AUTHORIZING THE 
CONSTRUCTION OF AERONAUTICAL RESEARCH FACILITIES BY 
THE NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 
NECESSARY TO THE EFFECTIVE PROSECUTION OF AERONAUTI- 
CAL RESEARCH 





Fesruary 16, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Durnam, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 2581] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2581) to promote the national defense by authorizing the 
construction of aeronautical research facilities and the acquisition of 
land by the National Advisory Committee for Aeronautics necessary 
to the effective prosecution of aeronautical research, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendments are as follows: 

On page 2, line 8, strike “Component research facility for nuclear 
propulsion,”’. 

On page 2, lines 8 and 9, change the word “improvements” to 
“Improvements”. 

On page 2, lines 11 and 12, strike ‘and acquisition of not to exceed 
five hundred acres of land,”’. 

On page 2, line 12, strike “$8,760,000” and insert $3,910,000”. 

On page 2, line 20, strike “$13,300,000” and insert “$8,450,000”. 

On page 2, line 22, strike “$13,300,000” and insert ‘‘$8,450,000”’. 

Amend the title so as to read: 

A bill to promote the national defense by authorizing the construction of 


aeronautical research facilities by the National Advisory Committee for Aero- 
nauties necessary to the effective prosecution of aeronautical research. 


55006 








CONSTRUCTION OF AERONAUTICAL RESEARCH FACILITIES 


EXPLANATION OF AMENDMENT 


The amendment of the bill by the deletion of the component research 
facility for nuclear research at the Lewis Flight Propulsion Laboratory, 
Cleveland, Ohio, should not be construed as indicating that it is the 
view of the committee that a tool of this kind is not an essential facility 
for NACA research. On the contrary, the committee is in full agree- 
ment with the NACA that research in this field by it is an essential 
element of our progress in aeronautics. It is the view of the commit- 
tee, however, that this facility should be considered by the Joint Com- 
mittee on Atomic Energy together with other generally similar facilities 
which are the subject of a portion of the Atomic Energy Commission’s 
program for 1956. It is proposed that a measure authorizing the con- 
struction of this item by NACA will be introduced in the near future 


and the Congress will have the opportunity to pass upon it at a later 
date. 


BACKGROUND OF NACA 


In view of the importance of the National Advisory Committee for 
Aeronautics in the basic research which leads to the ultimate develop- 
ment of our military airpower, the committee feels that it would be 
helpful and informative to describe briefly what the NACA is and the 
manner in which it functions. There is set out below, therefore, an 
excerpt from the 40th Annual Report of the NACA: 


One of the most important functions of the National Advisory Committee for 
Aeronautics is that of coordinating the aeronautical research carried on in the 
United States. The makeup of both the main Committee and the 29 technical 
subcommittees embraces the several military and civil government agencies con- 
cerned with aeronautics, and includes members from scientific institutions and 
the aviation manufacturing and operating industries. Thus wasteful and costly 
duplication of research and development effort is avoided. 

In the conduct of its business, which is scientific laboratory research in aero- 
nautics, the NACA, since its establishment in 1915 by the Congress, has functioned 
to serve the needs of all departments of the Government. The 17 members of 
the main Committee are appointed by and report to the President. Serving 
without pay, they operate like a board of directors, establishing policy and 
planning the ‘research programs to be followed by the 7,000 civil-service personne! 
who make up the technical and administrative staff of ‘the NACA 

The Committee is assisted in the determination and coordination of researc! 
programs by 6 major and 23 subordinate technical committees, with a tot 
membership of more than 400. These men are selected because of their aeieal 
ability, experience, and recognized leadership in a special field. They also serve 
without compensation, in a personal and professional capacity. They provide 
material assistance in the consideration of problems related to their technological 
fields, review research in progress both at NACA laboratories and in other organ- 
izations, recommend research projects to be undertaken, and assist in the coor- 
dination of research programs. 

Coordination of research is also accomplished through frequent discussions by 
NACA technical staff personnel, with the research organizations of the aircraft 
industry, educational and scientific insitutions, and other aeronautical agencies 
The NACA maintains a west coast office to further liaison with the aeronautical 
research and engineering staffs of that geographical area. 

During the 39 years since its organization as an independent Federal agency, 
the NACA has sought to assess the current status of development of aircraft, 
both civil and military; to anticipate the research needs of aeronautics; to develop 
the scientific staff and special research facilities required, and to acquire the 
needed information as rapidly as may be consistent with the national interest. 

The NACA’s research programs have had both the long-range, all-inclusive 
objective of acquiring the new scientific knowledge essential to assure American 
leadership in aeronautics, and the immediate objective of solving, as quickly as 
possible, the most pressing problems, thus to give effective support to the Nation's 
current aircraft construction program. 
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Most of the problems to be studied are assigned to NACA’s research centers: 
the Langley Aeronautical Laboratory in Virginia, where research is conducted on 
aerodynamic, structures, hydrodynamic, and other problems; the Ames Aero- 
nautical Laboratory in California, which concentrates on aerodynamic research; 
the Lewis Flight Propulsion Laboratory in Ohio, which is concerned primarily 
with powerplant problems; and the High Speed Flight Station in California, 
where specially designed, specially instrumented research aircraft are used in 
full-scale research on transonic and supersonic problems. Aerodynamic problems 
in the transonic and supersonic speed ranges are studied, using rocket-powered 
models in free flight, at the NACA research installation located at Wallops 
Island, off the Virginia coast. 

The NACA also sponsors and finances a coordinated program of research at 27 
nonprofit scientific and educational institutions, including the National Bureau 
of Standards and the Forest Products Laboratory. By this means, scientists and 
research engineers, whose skills and talents otherwise might not be available, 
contribute importantly to the Government’s program of aeronautical research. 
Promising students also receive scientific training which makes them useful 
additions to the country’s supply of technical manpower. 

During the fiscal year 1954, the following institutions participated in the 
NACA’s program of contract research: 

National Bureau of Standards 
Forest Products Laboratory 
Battelle Memorial Institute 
Polytechnic Institute of Brooklyn 
California Institute of Technology 
University of California 

Carnegie Institute of Technology 
Case Institute of Technology 
University of Chicago (NORC) 
University of Cincinnati 
Columbia University 

Cornell University 

Georgia Institute of Technology 
Iowa State College 

Johns Hopkins University 
Massachusetts Institute of Technology 
University of Michigan 

Syracuse University 

University of Wisconsin 
University of Alabama 

Brown University 

Stanford University 

Stevens Institute of Technology 
Agricultural and Mechanical College of Texas 
Yale University 

Armour Research Foundation 
New York University 


Proposals from such institutions are carefully screened to assure best use of the 
funds available to the NACA for sponsoring research outside its own facilities. 
Similarly, results from these projects are reviewed to maintain the quality of this 
part of the NACA program. Reports of the useful results are given the same wide 
distribution as other NACA publications. 

During the fiscal year, most of the NACA technical subcommittees reviewed 
proposals for research projects from outside organizations, or gave attention to 
reports from completed contracts. Reports covering results of sponsored re- 
search totaled 42 during fiscal year 1954. 

Research information, including that obtained in the Committee’s laboratories 
and elsewhere under NACA sponsorship, is distributed in the form of Committee 
publications. Reports and technical notes, containing information that is not 
classified for reasons of military security, are available to the public in general. 
Translations of important foreign research information are published as technical 
memorandums. 

The NACA also prepares a large number of reports containing information of 
classified nature. hese, for reasons of national security, are closely controlled 
4s to circulation. When it is found possible at a later date to declassify such in- 
formation, these reports also may be given wider distribution. 
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Current announcement of NACA publications is contained in the NACA Re- 
search Abstracts. This service, in addition to telling of NACA publications, 
makes note of important research reports received from abroad. 

In addition to other means of making research information readily available, the 
NACA each year holds a number of technical conferences with representatives of 
the aviation industry, universities, and the military services. Attendance at these 
meetings is restricted, because of the security classification of the material pre- 
sented, and the subject material is focused upon a specific field of interest. 


JUSTIFICATIONS FOR CONSTRUCTION ProJects, Fiscat YEAR 1956 


LANGLEY AERONAUTICAL LABORATORY 


Air-removal system for the 16-foot transonic tunnel._—The ge tees of this project 
is to extend the tunnel’s speed range to include Mach No. 1.2, which is the practical 
lower limit for the laboratory’s supersonic tunnels. This can be done by providing 
an air-removal system for the test section of the tunnel, a simpler and less ex- 
pensive method than making extensive changes in the drive motors. Many 
aerodynamic characteristics of aircraft become critical in the low supersonic 
speed range, and the use of large-scale models is necessary to permit detailed 
examination of the effects of small changes in aircraft components on overail 
performance. The modernization of the 16-foot tunnel will provide a research 
tool of appropriate size and speed range for this increasingly important type 
of investigation. 

Improvement of roads.—It is proposed to improve two existing roads under 
this project. An existing road to the sewage disposal plant presently requires 
excessive maintenance, and Wind-Tunnel Road, overloaded for 20 years due to 
transfers of heavy equipment from railroad cars on the adjacent track, is badly 
damaged and must be completely rebuilt. 


AMES AERONAUTICAL LABORATORY 


High-speed free-flight facility.—There are no existing facilities for investigation 
of aerodynamic heating, loss of surface materials, and retardation of missiles 
in the speed range from Mach No. 9 to Mach No. 18. Since high-speed missiles 
have great military potential, a research facility designed for such investigations 
is urgently needed. The proposed facility consists of a long chamber filled with 
gas, launching and catching apparatus, and suitable instrumentation to obtain 
the research data, all housed in a reinforced concrete structure. 

Range for aerodynamic heating and dynamic stability testing.—Present facilities 
for investigation of aerodynamic heating and dynamic stability of aircraft and 
missiles at speeds between Mach No. 3 and Mach No. 8 are limited due to air- 
temperature conditions which differ widely from those which occur in free flight. 
The proposed range consists of a steel pipe test chamber, a reinforced concrete 
firing chamber, and an instrument room; air connections will be made to the 12- 
foot tunnel compressors. It will provide the required stream and stagnation 
temperatures and, using scale models, will simulate flight conditions to produce 
accurate research data on heating and stability characteristics. 

Data-reduction equipment for the 1- by 3-foot supersonic tunnel.—The 1- by 3-foot 
supersonic tunnel has been utilizing data-reduction equipment built for the 14- 
foot tunnel while that tunnel was shut down for moaification. Savings in tunnel 
testing time and in the cost of data reduction of the order of 25 percent have re- 
sulted, while the percentage of useful data to all data collected has increased 
about 15 percent. It is proposed to obtain similar equipment for the 1- by 3-foot 
supersonic tunnel, which would permit the facility to handle at least one more 
major research program each year at no increase in operating cost. 


LEWIS FLIGHT PROPULSION LABORATORY 


Conversion of the 8- by 6-foot propulsion tunnel to transonic operation.—The next 
—— of military airplanes will be capable of flying at top speeds near Mach 

o. 2, but for maximum range will cruise at transonic s just under Mach 
No. 1. Their highest efficiency should be obtained at subsonic speeds, but they 
should be able to accelerate rapidly to the supersonic speeds. In order to achieve 
these joint objectives, research on powerplant installations must be carried on 
through the entire range of speeds from low transonic to Mach No. 2. The 
8- by 6-foot propulsion tunnel is presently limited to the range from high transoni¢ 
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to Mach No. 2; this project proposes to extend the tunnel’s speed to include the 
entire transonic range. The project also includes the construction of a return 
duct for closed-circuit operation (which conserves dryer capacity) on noncom- 
bustion research. The return duct will greatly increase the usefulness of the 
tunnel. It will permit an increase from an average of 214 hours to an average 
of 8 hours of running time per day on noncombustion research, which comprises 
about 70 percent of the tunnel’s operations. 

Addition to the high-energy fuels laboratory.—Research on high-energy fuels for 
ramjets and turbojets has indicated the possibility of a real technological break- 
through. To exploit this situation, it is proposed to provide for full-scale com- 
bustion component research as well as small-scale combustion research at higher 
altitude conditions. The apparatus proposed consists of two test cells, expansion 
of the altitude exhaust system, a scrubber and high-capacity ventilators to reduce 
hazards from toxic vapors, and work space for personnel. 

Modification of the air-distribution system.—An existing tie line connecting the 
altitude exhaust systems of the propulsion systems laboratory, the engine research 
building, and the altitude wind tunnel has been extremely useful for increasing 
the range of engine operating conditions for full-scale engine research. A dupli- 
cate tie line is required to make the added capacity of the new propulsion systems 
laboratory exhausters available to the engine research building test chambers 
and to the altitude wind tunnel. This will double the laboratory’s facilities for 
simulating high-altitude conditions on the larger engines, and will increase the 
operating flexibility when exhausters are down for maintenance or repair. 

Construction of additional fuel-s‘orage tanks.—The capacity of the two major 
fuel systems at the laboratory has been found to be inadequate to meet the needs 
for research on the larger propulsion units. The installation of three 125,000- 
gallon tanks tied in to both systems is required to meet minimum needs. 

Alterations to the propulsion systems laboratory shop building.—Preparation, 
instrumentation, and repairs to propulsion units and accessories under test should 
be carried on at the research facility where tests are under way, especially when 
the size of the units is increasing. The present propulsion systems laboratory 
shop is now too small for this purpose. Experience since 1951 has shown that 
the existing propulsion systems laboratory shop is not adequate to permit the 
proper preparation and instrumentation of present-day test engines. The 
availability of a larger shop at the test area will also permit quick fixes to be made 
during operating periods and will eliminate costly delays resulting from the 
present practice of having urgent repair work performed in other buildings. The 
proposed addition will permit such work to be done at the site and eliminate delays 
when test units are changed. 

Repair of No. 9 altitude exhauster—On July 31, 1953, one of the four main 
exhausters in the engine research building failed in operation and was wrecked. 


It is proposed to restore it to operating condition and bring the exhaust capacity 
of the system back to normal. 


PILOTLESS AIRCRAFT STATION 


Fuel-storage magazine.—There are two existing magazines for the storage of 
rocket motors and igniters at the Pilotless Aircraft Station. They were not 
designed for the larger rocket motors now in use, and their capacity is marginal for 
current needs. Still larger rocket motors are scheduled for firing in the near 
future, and the existing magazine will be inadequate to comply with safety stand- 
ards. It is proposed to construct a new reinforced concrete magazine 37 feet 
wide by 52 feet long to provide the necessary storage facilities. 


FISCAL DATA 


Enactment into law of H. R. 2581 will involve the expenditure of 
$8,450,000 of Federal funds. 


DEPARTMENTAL DATA 


The proposed legislation is recommended by NACA and has 
received the approval of the Bureau of the Budget, as is evidenced by 
the letter of the Executive Secretary of NACA, which letter is hereto 
attached and made a part of this report. 
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Nationat Apvisory ComMITTEer ror AERONAUTICS, 
Washington 25, D. C., January 13, 1955. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
United States House of Representatives, Washington 25, D. C. 

Sir: The National Advisory Committee for Aeronautics respectfully submits 
for your consideration a draft of proposed bill to promote the national defense by 
authorizing the construction of aeronautical research facilities and the acquisition 
of land by the National Advisory Committee for Aeronautics necessary to the 
effective prosecution of aeronautical research. 

The purpose of the proposed legislation is to provide legislative authorization 
for the Committee’s 1956 construction program as approved by the Bureau of 
the Budget for inclusion in the President's budget for the fiscal year 1956. 

The NACA has been authorized by the Bureau of the Budget to submit this 
proposed legislation to the Congress. It is respectfully requested that it be 
introduced in the 84th Congress. 

Sincerely yours, 
J. F. Vicrory, Executive Secretary. 
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Fesrvary 16, 1955.—Ordered to be printed 








Mr. Lone, from the Joint Committee on the Disposition of Executive 
Papers, submitted the following 


REPORT 


{Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Represent- 
atives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 


1945 (59 Stat. 434), respectfully re 
Representatives that it h 

Archivist of the United States No. 55-6, dated February 
the 84th Congress, Ist session, submitti 


as receiv 


rts to the Senate and House of 
and examined the report of the 


1, 1955, to 


the following lists or sched- 


ules covering records proposed for ansect iy the Government agencies 


indicated: 





Job No. 


Agency by which submitted 


Job No. 


Agency by which submitted 





II-NN A-1221... 


II-NN A-1224... 
II-NN A-1287... 


Il-NNA-1341... 
II-NNA-1347__. 
II-NN A~-1349_.. 
II-NN A-1350... 
II-NNA-1351_.. 
II-NNA-1352_.. 
II-NN A-1353... 


II-NN A-1354__. 
II-NN A-1355... 


II-NN A-1356... 
II-NNA-1357_.. 
II-NNA-1358_.. 
II-NNA-1359... 
1l-NN A-1360_.. 
II-NNA-1361_.. 
U-NNA-1362... 





Depectmnent of Health, Educa- 
tion, and Welfare. 


Interstate Commerce Commis- 
sion 


Do. 
Department of the Air Force. 
Department of the Army. 
Department of the Navy. 
Farm Credit Administration. 
Department of the Interior. 
a Commerce Commis- 
sion. 
Department of the Interior 
Reconstruction Finance Cor- 
poration. 


Do. 
Department of the Army. 
Department of the Navy. 
Department of the Army. 
Department of the Navy. 
Department of the Treasury 








II-NNA-1363... 
II-NNA-1364... 


II-N NA-1377. 
II-NNA-1378... 


II-N NA-1379. .. 


II-NNA-1387... 
II-NNA-1388. .. 
II-N NA-1389. .. 
II-NNA-1390. .. 
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Department of the Army. 
— Services Administration. 


Do. 
— Communications Com- 


mission. 
Department of the Army. 
Department of Defense. 
General Services Administration. 
Department of the Army. 
Department of the Air Force 
Department of the Treasury. 
Department of the Air Force. 


Department of the Army. 





DISPOSITION OF 


SUNDRY PAPERS 









Job No. 





Agency by which submitted 


Job No. 





Agency by which submitted 








II-N NA-~-1392_.. 
LI-NNA-1396. .. 


II-N NA-1397... 
II-N NA-1398... 
II-N NA-1399... 
II-NNA-1401. .. 
II-N NA-1402. _. 
II-N NA-1403. _. 
II-N NA-1405... 


Il-NNA-1406._. 
II-NNA-1407__. 
II-NNA-1409._. 
II-NNA-1410... 
II-NNA-I411_.. 
II-NNA-I416. .. 
II-NNA-I418_.. 


II-N NA-1437... 
II-NN A-1438. .. 
II-NN A-1439._. 
II-NNA-1441... 
II-NNA-1442_.. 
II-NNA~1443__. 
II-NN A-1448._. 
II-NNA-1449_.. 
II-NNA-1450_.. 
II-NN A-1452_.. 


II-NNA-1456.... 
IIl-NNA-1457_-- 
II-NNA-1458__- 


Do. 
.| General Accounting Office. 
II-NN A-1465_ .. 
II-NNA-1467__. 
U-NNA-1470... 





Departinent of the Arm 


Interstate Commerce Commis- 


Do. 
Department of the reeig ¢ 
Department of the Air Force. 
General Services Administration. 
Reconstruction Finance Corpor- 
ation 
Do. 


Department of the Air Force. 
Department of Justice. 

Do. 
Department of the Army. 
Veterans’ Administration. 


0. 
General Services Administrat‘on. || 


Department of the Navy. 
Central Intelligence Agency. 
Do. 
Do. 
Department of the Navy. 
Veterans’ Administration. 
Department of the Air Force. 
Department of the Interior. 
Department of the Air Force. 
Department of the Navy. 


Do. 

Department of the Interior, 
Post Office Department. 
Department of the Navy. 
Post Office Departinent. 
Department of the Air Force. 
Department of the Navy. 
General Services Administra- 

tion. 


Do. 
—" of the Air Force. 


General Services Administration. 
Tennessee Valley Authority. 
Department of the Interior. 














II-NNA-1471... 
II-NNA-1473... 
Il-NNA-1476_.. 
LI-NNA-1480_.. 
II-NNA-1481... 
LI-NNA-1484_.. 
II-NNA-~-1487... 
II-NN A-1490_.. 
II-NNA-1495_.. 
II-NNA-1496. .. 


Il-NN A-1497__. 
Il-NNA-1500__. 
II-NNA-1501... 
Li-NNA-1502. .. 
LI-NNA-1503__. 
Il-NNA-1504__. 
I1-NNA-1521_.. 
LI-N NA-1525... 
II-NNA-1525. _. 
II-N NA-1527_.. 
LI-N NA~1529__. 
II-NNA-1530_ .. 


II-NNA-1532._. 
IlI-NAV-92.._ 


IIl-NAV-94_... 
III-NIR-87_.... 
ILL-NIR-108_... 
I1I-NIR-109.... 
III-NIR-119...- 
LLI-NLD-72_ ... 


} ITI-NLD-93.... 
| ILI-NNR-109_.. 


IlI-NNR-114_-. 
IlI-N N R-115.-- 
III-N NR-116... 
I R-119... 
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III-N NR-125... 


ILI-NNR-127._.4 
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Department of the Navy. 
Tennessee Valley Authority. 
Department of Labor. 
General Services Administration. 
Civil Service Commission. 
U. 8. Information Agency. 
Veterans’ Administration. 
Department oi the Air Force. 
General Services Administration 
U. S. Atomic Energy Commis 
sion. 


Do. 
Department of State. 
Foreigu Operations Admin'stra- 
tion. 
Departinent of the Interior. 
U. 8. Atomic Energy Commi: 
sion. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
General 
tion. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do 
Do. 
Do. 
Do. 
Do. 
Do. 


Services Administra 





Your committee reports that the records 
said lists or schedules reported by the Arc 
do not, or will not after the lapse of the period specified, have sufficient 
administrative, legal, research, or other value to warrant their con- 
tinued preservation by the Government and recommends that their 
disposal be accomplished subject to the proviso of section 6 and the 








pecpered for disposal in the 
ivist of the United States 


provisions of section 9 of the aforementioned act, as amended. 


Respectfully submitted to the Senate and House of Representatives. 






GeorGE S. Lona, 
Rosert J. Corser, 
Members on the Part of the House. 
Ouw D. Jounnston, 
Frank CaRLson, 


Members on the Part of the Senate. 
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REQUESTING THE SECRETARY OF DEFENSE TO FURNISH THE 
HOUSE OF REPRESENTATIVES CERTAIN INFORMATION AS TO 
EXTENT AND COST OF MILITARY INSTALLATIONS 





Fesruary 16, 1955.—Ordered to be printed 





Mr. Vinson, from the Committee on Armed Services, submitted the 
following 


ADVERSE REPORT 
[To accompany H. Res. 136] 


The Committee on Armed Services, to whom was referred the resolu- 


tion (H. Res. 136) requesting the Secretary of Defense to furnish the 
House of Representatives certain information as to extent and cost of 
military installations, having considered the same, report unfavorably 
thereon without amendment and recommend that the resolution do 
not pass, 


DEPARTMENT OF DEFENSE, 
OFFICE OF THE AssISTANT SECRETARY OF DEFENSE, 
Washington, D. C., February 11, 1955. 
Hon. Cart VINsoN, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CrarrMan: This is in response to your request dated February 8, 
1955, concerning House Resolution 136, a privileged resolution introduced Feb- 
ruary 7, 1955. 

The resolution proposes that the Secretary of Defense be requested to furnish 
to the House of Representatives answers to a number of questions concerning 
operations of the Department of Defense. The answers submitted herewith 
bear the same numbers as the questions presented in House Resolution 136. 

1. (a) Approximately 950 military installations. sae 

1. (b) (1) Approximately 167,000 civilian employees outside the United 
States, plus approximately 218,000 civilians who are employees of foreign 
governments engaged under contracts with the United States. The 218,000 
does not include 124,000 Germans paid from deutschemarks. 

1. (b) (2) Approximately $601,699,000 per annum. 

2. (a) Approximately 1,370,000 military personnel. This figure excludes 
female military personnel. 

2. (b) Approximately 1,602,000 military personnel. This figure excludes 
trainees with less than 4 months’ service, seriously hospitalized personnel, 
female military personnel, and conscientious objectors. 
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REQUESTING EXTENT AND COST OF MILITARY INSTALLATIONS 


3. Approximately $4,530,276,000 per annum. This figure excludes costs 
for an average of approximately 25,000 employees of the Corps of Engineers 
and excludes costs in relation to the 124,000 Germans refe to in 1 (b) (1) 
above who are paid from deutschemarks. 

4, (a) Approximately 4,100,000 long tons. 

4. (b) Approximately $3,300,000,000. 

Sincerely yours, 
Ricuarp A. BuppEKE, 
Director, Legislative Programs. 


O 
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Mr. Vevpe of Illinois, from the Committee on Un-American 
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REPORT 
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Pustic Law 601, 79TH Concress 


The legislation under which the House Committee on Un-American 


Activities operates is Public Law 601, 79th Congress [1946], chapter 
753, 2d session, which provides: 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, * * * 


PART 2—RULES OF THE HOUSE OF REPRESENTATIVES 


e 6 s s s 


RvuLe X 


SEC. 121. STANDING COMMITTEES 
o eo * e 8 e 
17. Committee on Un-American Activities, to consist of nine members. 


Route XI 


POWERS AND DUTIES OF COMMITTEES 
& * - a e 


(q) (1) Committee on Un-American Activities. 

(A) Un-American activities. 

(2) The Committee on Un-American Activities, as a whole or by subcommit- 
tee, is authorized to make from time to time investigations of (i) the extent, 
character, and objects of un-American propaganda activities in the United States, 
(ii) the diffusion within the United States of subversive and un-American propa- 
ganda that is instigated from foreign countries or of a domestic origin and attacks 
the principle of the form of government as guaranteed by our Constitution, and 
(iii) all other questions in relation thereto that would aid Congress in any 
necessary remedial legislation. 

The Committee on Un-American Activities shall report to the House (or to the 
Clerk of the House if the Honse is not in session) the results of any such investi- 
gation, together with such recommendations as it deems advisable. 

For the purpose of any such investigation, the Committee on Un-American 
Activities, or any subcommittee thereof, is authorized to sit and act at such 
times and places within the United States, whether or not the House is sitting, 
has recessed, or has sdjourned, to hold such hearings, to require the attendance 
of such witnesses ard the production of such books, papers, and documents, and 
to take such testimony, as it deems necessary. Subpenas may be issued under 
the signature of the chairman of the committee or any subcommittee, or by any 
member designated by any such chairman, and may be served by any person 
designated by any such chairman or member. 


Vv 












RULES ADOPTED BY THE 88D CONGRESS 


House Resolution 5, January 3, 1953 


* 



















* 


Rute X 


* 


STANDING COMMITTEES 


1. There shall be elected by the House, at the commencement of each Con- 
gress, the following standing committees: 


* * * * 





* * 





(q) Committee on Un-American Activities, to consist of nine members. 
* * % * * * * 

















Rute XI 


POWERS AND DUTIES OF COMMITTEES 














» Bo * * * 









17. Committee on Un-American Activities. 
(a) Un-American Activities. 

(b) The Committee on Un-American Activities, as a whole or by subcommittee, 
is authorized to make from time to time, investigations of (1) the extent, char- 
acter, and objects of un-American propaganda activities in the United States, 
(2) the diffusion within the United States of subversive and un-American prop- 
aganda that is instigated from foreign countries or of a domestic origin and 
attacks the principle of the form of government as guaranteed by our Constitu- 
tion, and (3) all other questions in relation thereto that would aid Congress 
in any necessary remedial legislation. 

The Committee on Un-American Activities shall report to the House (or to the 
Clerk of the House if the House is not in session) the results of any such investi- 
gation, together with such recommendations as it deems advisable. 

For the purpose of any such investigation, the Committee on Un-American 
Activities, or any subcommittee thereof, is authorized to sit and act at such times 
and places within the United States, whether or not the House is sitting, has 
recessed, or has adjourned, to hold such hearings, to require the attendance 
of such witnesses and the production of such books, papers, and documents, and 
to take such testimony, as it deems necessary. Subpenas may be issued under 
the signature of the chairman of the committee or any subcommittee, or by any 
member designated by such chairman, and may be served by any person desig- 
nated by any such chairman or member, 
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ANNUAL REPORT FOR THE YEAR 1954 
FOREWORD 


This Annual Report of the Committee on Un-American Activities 
for the year 1954 is submitted to the House of Repr esentatives in com- 
pliance ‘with that section of Public Law 601 (79th Cong.) which pro- 
vides: “The Committee on Un-American Activities shall report to the 
House (or to the Clerk of the House, if the House is not in session) 
the results of any such investigation, together with such recommenda- 
tions as it deems advisable.” 

During the year 1954, the Committee on Un-American Activities 
held hearings in Albany, N. Y.; Chicago, [l.; Dayton, Ohio; Flint 
and Lansing, Mich.; San Diego, Calif.; Seattle, Wash.; Portland, 
Oreg.; Miami, Fla.; as well as numerous hearings in Washington, 
D. C. By holding hearings in these various cities throughout the 
country, the committee was able to secure the informed testimony of 
a great many more witnesses than would have been possible had hear- 
ings been held only in Washington, D. C. These on-the-spot hearings 
also provided another benefit by giving thousands of American citizens 
their first view of the operations of a committee of their Congress. 

The committee is proud to report that in every instance where 
hearings were conducted throughout the country, the public and the 
press heartily endorsed the committee’s operations. The vital nature 
of the committee’s work and the fairness of the committee proceedings 
served to dispel a great many erroneous impressions that had been 
created in many places relative to this committee. 

The House Committee on Un-American Activities, in its official 
function during the 83d Congress, called before it in either public or 
executive session nearly 600 witnesses. As in previous Congresses, the 
majority of these witnesses refused to furnish the committee the infor- 
mation they were alleged or known to possess concerning subversive 
activities; however, a greater number of witnesses than ever before did 
give the committee testimony concerning their personal involvements 
in subversive groups. ‘The number of pages of factual testimony 
received by the committee during the 83d Congress is approximately 
twice as great as that received by it during any preceding Congress. 

In order that these witnesses might be heard and their testimony 
recorded under oath, it has been necessary for the members of the 
Committee on Un-American Activities to devote an unprecedented 
amount of time to their duties with this committee. 

Over the past 16 years the House committee, as well as the Special 
Committee on Un-American Activities, has made numerous recom- 
mendations for the enactment of new legislation or the strengthening 
of existing laws dealing with subversive activities. Ove - all of this 
time the members of these committees recognized that legislation deal- 
ing with the internal security of our great Nation was woefully inade- 
(uate. It was not until 1950 that the Congress realized the necessity 
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for immediate legislation. In that year, after extensive legislative 
hearings by the House Committee on Un-American Activities, com- 
menced in 1947, Congress passed the Internal Security Act of 1950 
(McCarran-Wood Act). This vital legislation is still, after 4 years, 
undergoing the tedious but necessary court tests to establish its con- 
stitutionality. The committee noted with interest the recent finding 
of the United States Court of Appeals for the District of Columbia 
Circuit, which decision confirmed the findings of the Subversive 
Activities Control Board that the Communist Party must register and 
conform to other provisions of the Internal Security Act. 

During 1954 the House of Representatives implemented by legisla- 
tion a number of past recommendations of the Committee on Un- 
American Activities. The committee in its annual report for the year 
1953 detailed the past recommendations made by this committee and 
the Special Committee on Un-American Activities. It is worthy of 
note that at the commencement of 1954 all but 8 of the committee's 47 
recommendations had been favorably acted upon by Congress or the 
executive branch. 

Early in 1954 the Attorney General of the United States advised 
the Congress that certain legislation was considered necessary to 
strengthen effectively the national security. Four of these recom- 
mendations by the Attorney General were embraced within those 
previously made by the committee. These were for capital punish- 
ment in instances of espionage committed in time of peace; immunity 
for certain witnesses appearing before duly authorized Federal bodies; 
for the admissibility of evidence secured by wiretapping or technical 


devices; and for legislation to break Communist control over certain 


labor unions. The Congress in 1954 passed and the President signed 
into law three of these recommendations originally proposed by this 
committee and subsequently requested by the Attorney General. A 
law permitting the use of evidence secured by technical devices in 
cases involving espionage and matters relating to internal security 
passed the House but did not obtain approval in the Senate. 

On the basis of hearings and investigations, the committee during 
1954 issued several reports to the Congress and the American people. 
The first of these reports was “Colonization of America’s Basic Indus- 
tries by the Communist Party of the U. S. A.” This report reflects 
the committee’s findings on the Communist Party’s endeavors to se- 
cure a foothold in the vital basic industries of this country. ‘The 
committee points out in this report that the Communist Party had 
directed its intellectuals and white-collar workers to leave employment 
in their own chosen fields and to obtain positions in industries vital 
to defense, such as steel, electricity, and the maritime. In many cases, 
persons were required to leave their homes and travel to distant cities 
in order to carry out this Communist directive. The committee issued 
this report to warn and alert the Congress and the industries involved 
regarding these efforts by the Communist Party in the United States. 

The committee also released for the information of the Congress and 
the American public a booklet on the background and work of the 
committee entitled, “This Is Your House Committee on Un-American 
Activities.” The booklet contained 116 questions and answers relative 
to the work of the committee, together with considerable statistical 
data on matters pertaining to the various aspects of the committee and 
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its functions. An effort was made to provide answers to the many 
questions that Members of Congress and the committee have been 
asked regarding the committee. Due to the heavy demand for the 
booklet, the limited supply was almost immediately exhausted. 

In the annual report of the Committee on Un-American Activities 
for the year 1953, it was noted that the committee was engaged in a 
continuing study and investigation of the activities of groups which, 
while posing as super-patriotic defenders of “life, liberty, and the 
acts happiness,” were in reality neofascist or “hate” groups. 

ecognizing the threat posed by the activities of racist hatemongers, 
the committee instructed the staff to prepare a preliminary report on 
this subject. After a comprehensive study by the committee staff, the 
members approved the release of a “Preliminary Report on Neo- 
Fascist and Hate Groups.” The report by no means exposes all of the 
facets of this problem, but rather deals with two glaring examples, one 
a neofascist and the other a “hate” group. The committee found that 
the National Renaissance Party was an open and avowed fascist 
group and the Department of Justice was requested to ascertain 
whether prosecution of its leaders under the provisions of the Smith 
Act was possible. 

One of the most frequent of the many false claims made by the 
Communist Party is that it has had appreciable success in its efforts 
to recruit members from among American Negroes. In order to es- 
tablish the falsity of these claims the committee prepared and released 
« report entitled, “The American Negro in the Communist Party.” 
This report reflects the testimony of witnesses eminently qualified to 
furnish information relative to the Communist Party’s efforts to 
infiltrate and gain control over American citizens of the Negro race. 
The committee found great satisfaction in being able to report that 
the Communist Party has had but infinitesimal success in its recruit- 
ment efforts among the 15 million American Negroes. 

The committee also reported the details of an exhaustive investiga- 
tion and hearings relating to a publication, which while posing as a 
legitimate trade-union journal, is in reality nothing more than a 
mouthpiece for Communist propaganda. The “Report on the March 
of Labor” clearly establishes the Communist “front” character of that 
publication. 

In addition to the hearings and reports of the committee durin 
1954, there has been continued the singularly valuable service viesci-a | 
to Members of Congress, congressional committees, and duly author- 
zed agencies of the Federal Government by the committee’s files and 
reference service. With the ever-increased interest aroused by the 
expanded knowledge of subversive activities, there has been a propor- 
tionate increase in requests for information from the committee. 


INVESTIGATION OF COMMUNIST ACTIVITIES IN 
VARIOUS CITIES AND STATES 


Aupany, N. Y. 


_ The House Committee on Un-American Activities commenced hear- 
ings in Albany, N. Y., in July 1953, which dealt principally with the 
strong efforts of the Communist Party to infiltrate the important area 
of Albany, N. Y., and the New York State government. 














Se eee 








Ae WEN ADS HEY NTS RNR TEEN IN all 

























Soon re ape or oereenernenereeneeseN yy 



















4 ANNUAL REPORT, COMMITTEE ON UN-AMERICAN ACTIVITIES 






On April 7 through April 9, 1954, a subcommittee of the Com- 
mittee on Un-American Activities resumed hearings in Albany, deal- 
ing principally with Communist infiltration of vital defense industries 
and education within the capital area and throughout the State of 
New York and adjacent States. 

The committee was furnished valuable testimony by John Patrick 
Charles, John Edward Marqusee, Emmanuel Ross Richardson, Joseph 
Klein, and Jack Davis, all of whom testified concerning not only Com- 
munist activities in the Albany area, but also throughout New York 
State and bordering States. Both Mr. Charles and Mr. Richardson, 
until 1950 and 1953, respectively, were undercover agents in the Com- 
munist Party for the FBI. Some 14 other persons identified as having 
been members of the Communist Party appeared before the committee 
and refused to answer committee questions, claiming the privilege of 
the fifth amendment. 

Mr. Leo Jandreau, former business agent for United Electrical 
Radio and Machine Workers of America, Local 301, General Electric 
Workers, Schenectady, N. Y., who at the time of his testimony was 
business agent for LUE-CIO, Local 301, testified that he had never 
been a member of the Communist Party. 

Mr. Bernhard Deutch was identified as having been a member of 
a graduate group of the Communist Party while attending a promi- 
nent university in upper New York State (Cornell). Mr. Deutch was 
subpenaed before the committee in Washington, D. C., on April 12, 
1954, and questioned concerning his knowledge relative to his Com- 
munist Party membership and associations. He testified that he had 
been a member of the Communist Party until about the summer of 
1953. However, he also stated “To a great extent, it is only fair to 
say, Tam a Marxist today—I don’t want to deny that.” Aside from 
mentioning his own Communist Party membership, he refused to 
give the committee the benefit of his knowledge and information con- 
cerning his Communist Party activities and associations. 

Thereafter, on May 11, 1954, after unanimous vote by the committee 
itself, the House of Representatives, by vote of 346 to 0, cited Bernard 

Deutch for contempt of Congress. 


Tue Batrrwore AREA 


During July 1953, a subcommittee holding hearings in New York 
City received testimony from Mr. Leonard Patterson, a former mem- 
ber of the Communist Party and the Young Communist League. 

In this testimony Mr. Patterson related that during 1935, while he 
was an organizer for the Young Communist League in Baltimore, 
two young ministers had visited the Communist Party headquarters in 
Baltimore, Md. Mr. Patterson was unable to recall the names of these 
young men but did recall that they informed him that they were 
graduates of Union Theological Seminary in New York City, and 
that they had but recently arrived in Baltimore to take up ministerial 
assignments, and that the purpose of their visit to Communist Party 
headquarters was to ascertain whether the Communist Party had need 
of their services in that city. Acting upon the basis of this testimony 
the Committee‘on Un-American Activities directed that an investi- 
gation be conducted to ascertain the facts relating to this situation. 
As a result of this investigation, the committee received the testi- 
mony of Mr. Earl Reno. Mr. Reno advised that he was a past 
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member of the Communist Party and that during the period of 
1935 he was an organizer for the Communist Party in Baltimore, 
Md. He recounted that frequently during this period he used the 
assumed Communist Party name of Earl Dixon. He also recalled that 
two young theological graduates had come to Communist Party head- 
quarters and offered their services to the Communist Party. It was his 
recollection that they had both stated that they had previously par- 
ticipated in Communist Party work in New York City. Reno stated 
that he had discouraged either of them from taking out actual mem- 
bership in the Communist Party but accepted their assistance in help- 
ing such Communist Party fronts as the Ethiopian Defense Com- 
mittee and the American League Against War and Fascism. He 
recalled that he had often used them to make speeches in different 
street-corner gatherings in Baltimore. 

In the course of the investigation the committee heard the testimony 
of Rev. Joseph Nowak, at which time he admitted that he was one of 
the two ministers referred to by Patterson and Reno. He admitted 
going to the Communist Party headquarters on several occasions and 
assisting Mr. Patterson in the development of the Ethiopian Defense 
Committee and the American League Against War and Fascism, and 
that he had become an official of the latter organization. 

Reverend Nowak identified Rev. John Hutchison as the other min- 
ister who accompanied him to the Communist Party headquarters in 
August 1935. Reverend Nowak testified that while he followed the 
Communist Party line and worked closely with the Communist Party 
during the period he was in Baltimore, Md., he had not actually be- 
come a sieenbd of the Communist Party until May 1946 in Chicago, IL. 

On March 18, 1954, Rev. John Hutchison testified before the com- 
mittee and emphatically denied accompanying the Reverend Nowak 
to the office of the Communist Party in Baltimore, Md., in August 
of 1935. He denied ever having visited the office of the Communist 
Party and denied ever having known Mr. Leonard Patterson or Mr. 
Earl Reno, either by that name or the name of Earl Dixon. As a re- 
sult of the obvious discrepancy in the testimony of these individuals 
the committee referred all of the testimony relating to this situation 
to the Department of Justice for its consideration as to perjury. 


Strate or Catrrornia (San Dieco) 


Over the past few years the Committee on Un-American Activities 
has held hearings relating to Communist activities in the State of 
California, particularly centering in the areas of Los Angeles and San 
Francisco. During 1954 a subcommittee held hearings relating to 
Communist activities in the San Diego, Calif., area. 

The committee added to its wealth of sworn testimony, which will 
assist it in its legislative functions, a considerable volume of informa- 
tion furnished by many witnesses who related their experiences as 
past Communist Party members in San Diego. 

One of the most significant developments of the hearings held in 
San Diego rests in the fact that as a result of the hearings which were 
televised, several persons viewing the importance and fairness of the 
subcommittee operations voluntarily approached the committee in 
order that they might furnish information concerning their own Com- 
munist Party activities and the knowledge they had thereby acquired. 
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The following persons gave testimony of great value to the work 
of the committee in its investigation of Communist activities in the 
State of California: 

Ackerstein, Lynn Sept. 17, 1954. 

Adams, George Richard Earl_- Sept. 17, 1954. 

Bayme, Carol___ Apr. 21, 1954. 

Berman, Mildred Apr. 20, 1954. 

Berman, Philip Apr. 19, 1954, 

Dunkel, John 
Gatewood, Ernestine 
Gatlin, Gladys 
Haddock, Benjamin Holmes. 
Hagan, Oliver “Red”_ ¥ 
Hamlin, Lloyd___-- Apr. 21 and 22, 1954. 

Hancock, Stanley B Feb. 24 and Mar. 1, 1954. 

Apr. 20, 1954. 

Ravetch, Irving Apr. 23, 1954. 

Raymond, Judith Sept. 11, 1953 (released in 1954). 
Smith, Tony-- - Apr. 21, 1954. 

Sumner, Merton D Apr. 12, 1954. 

Sykes, Artie_- Apr. 22, 1954, 

Taylor, Daniel Pomeroy Apr. 19, 1954. 

Wereb, Stephen Apr. 20, 1954. 






























































Curcaco, Iu. 


In March 1954, a subcommittee held hearings in Chicago, Ill. In 
part these hearings were a result of the continued investigation of 
Communist Party activities in the Chicago area which had been 
commenced by the committee in 1952. 

The subcommittee received testimony in elaboration and corrobora- 


tion of previous testimony relative to the Communist control of the 
Farm Equipment Workers of the United Electrical, Radio, and Ma- 
chine Workers of America (FE-UE). This testimony was furnished 
the committee by Mr. Walter W. Rumsey. In the course of this testi- 
mony Mr. Rumsey identified as a Communist, John T. Watkins, who 
has served as an official of the United Farm Equipment and Metal 
Workers before and after its expulsion from the CIO. The Com- 
mittee investigators endeavored to locate Mr. Watkins as well as 
Abe Feinglass, another union official who had been identified as a 
member of the Communist Party. These efforts were unsuccessful 
and Mr. Watkins and Mr. Feinglass were heard later in Washington, 
D.C. In view of Mr. Watkins’ denial of Communist Party member- 
ship and his refusal to answer questions concerning individuals known 
to him as being members of the Communist Party, the committee voted 
to refer all testimony relating to this matter to the Department of 
Justice for possible perjury prosecution and the Congress subsequently 
approved the committee’s recommendation that Mr. Watkins be cited 
for contempt of Congress. 

Also during the course of hearings held in Chicago, valuable testi- 
mony was received from Sheldon QO. Collen, who recounted his ex- 

eriences in the Communist Party while a student at Carleton College, 
iinemestn, and at the Law School, University of Chicago. 

The committee received testimony concerning the Communist 
Party’s early infiltration in farmers organizations and Communist 
Party front activities from Mrs. Helen Wood Birnie. 

This subcommittee also had as a witness before it Mr. Vernon Todd 
Riley. 
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Vernon Todd Riley was an employee of the Federal Government 
from 1942 to 1954. In December 1948, Riley was afforded his first 
hearing before an agency loyalty hearing board. Transcripts of these 
and subsequent hearings afforded Riley were turned over to the com- 
mittee by Riley himself. The investigation which provided the basis 
for Riley’s hearings was conducted by the FBI under the provisions 
of an Executive order. 

The transcripts furnished the committee by Riley reflected that the 
major charges against him in 1948 were that: 

(1) A reliable and confidential informant for the FBI reported that 
in 1941, 1942, and 1943, while in Spokane, Wash., Riley was a member 
of the Communist Party; 

(2) Confidential informants also reported that Riley had attended 
numerous Communist Party meetings while in Spokane; 

(3) Also, while in Spokane, he was an officer in a Communist Party 

roup; 
(4) In 1943, when Riley moved to Washington, D. C., a Commu- 
nist Party transfer card was made out in his name, transferring him 
from a Communist Party group in Spokane, Wash., to one in Rock- 
ville, Md. <A photostatic copy of this transfer card was obtained and 
made a part of Riley’s record. 

In this and other loyalty board hearings, which were held in 1948, 
1951, 1953, and 1954, Riley denied all these allegations, although he 
admitted that he was a member of a “study group” while in Spokane. 
Likewise, at all the hearings, he was cleared and retained in the employ 
of the Federal Government. 

The commitee became interested in the Riley case in December 1953. 
On January 27, 1954, Riley’s employment with the Federal Govern- 
ment was terminated, effective February 1, 1954. On March 15, 1954, 
Riley appeared before the committee in Chicago, IIl., at which time 
he again denied Communist Party membership and the other allega- 
tions. The committee was Ke to obtain another witness for 
the Chicago hearing who admitted having been a member of the Com- 
munist Party in Spokane and having also been in the same Commu- 
nist Party group with Riley. The fact that Riley was an active 
member of the Communist Party in Spokane was later substantiated 
by the testimony of Barbara Hartle, a long-time Communist Party 
functionary in the Northwest area. Mrs. Hartle appeared before the 
comraittee in June 1954 in Seattle and furnished information regard- 
ing Riley, plus invaluable information concerning Communist Party 
activities in general in the Northwest area. 

The following witnesses added to the knowledge of Communist 
activities in the Chicago area by their testimony : 


Date of appearance 











sirnie, Mrs. Helen Wood Mar. 16, 1954. 
Collen, Sheldon O_- Do. 

Hanson, Mrs. Lois Janet Mar. 15, 1954. 
Rumsey, Walter W Mar. 16, 1954. 





Dayton, Onto, AREA 


Continuing the committee’s investigation of Communist infiltration 
in basic industries throughout the United States, hearings were held 
in Dayton, Ohio, September 13, 14, and 15 of this year. The com- 
mittee was fortunate in having the testimony of one Arthur Paul 
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Strunk, who had for more than 7 years served as financial secretary 
for the Dayton Communist Party while acting as an undercover agent 
for the Federal Bureau of Investigation. Mr. Strunk was not only 
able to give the committee a complete picture of the activities of the 
Communist Party in the Dayton area since 1945, but was also able to 
document and completely — the part played by the Communist 
Party in the Univis Lens strike in 1948, 

Mr. Strunk testified as follows concerning the control exercised 
by the Communist Party in connection with this strike: 


Mr. Srrunk«. As far as I recall, the Univis Lens strike started the beginning of 
Muy. In the middie of June, the UE International sent several fellows into 
Dayton to help in the strategy of this strike. 

Mr. TAVENNER. Excuse me. Who sent them in? 

Mr. Strunk. The international. 

Mr. TAVENNER. Yes. 

Mr. Srrunx. Should I mention the members which were present and worked 
during the Univis Lens strike? 

Mr. TAVENNeER. Just deseribe the whole thing in any way that it occurs to you. 

Mr. Srrunk. Active during the Univis Lens strike was Kirkendall, Garfield, 
Hirschberg, Payne, Mitchell, Pearl Hupman, Melvin Hupman, Bebe Ober, 
Lohman, Louis Kaplan, Lem Markland, Andy Caulder, secretary, 768; Julie 
Jacobs, Irene Jacobs, Paul Dunman, Joe Brandt, Martin Chancey, Robert Harri- 
son, Richard Kent. These people were all on my list, Communist Party member- 
ship list, for the purpose of collecting dues from them. 

Mr. TAVENNER. I see. The people whose names you have given now are those 
that members of the committee requested that you prepare? 

Mr. Srrunk. Those people were all very active during the Univis Lens strike. 
During the strike the Communist Party in Cleveland, Ohio, sent in Joe Brandt and 
Martin Chancey. Once or twice a week they contacted me—— 

Mr. TAVENNER. Who contacted you once or twice a week? 

Mr. SrrunKk. Those two men sent in from the Communist State office in 
Cleveland. 

Mr. TAVENNER. Yes. 

Mr. Strunk. Which were Joe Brandt and Martin Chancey. 

Mr. TAVENNER. Yes. 

Mr. SrrunKk. Joe Brandt was the labor relations secretary for the Communist 
Party for the State of Ohio. Once or twice a week, either Joe Brandt or Martin 
Chancey came in. I was a trusted person, contacted me, and I had to pull strings 
and get contact with other union officials like Garfield and Hirschberg. The 
same met secretly in my home, or in cars, and discussed strategy of the Univis 
Lens strike. 

Mr. TaveNNeR. In other words, the two individuals you mentioned, Hirsch- 
berg and Hashmall, were serving—— 

Mr. Strunk. Martin Chancey. 

Mr. TAVENNER. Who were the two people working on th's staff, strategy staff, 
who were being contacted by Brandt and Martin Chancey? 

Mr. Srrunk. Arthur Garfield and Hirschberg. 

Mr. TAVENNER. In other words, those-——— 

Mr. StruNK. And Louis Kaplan. 

Mr. TAVENNER. They were receiving their directions from Communist Party 
headquarters in Cleveland. Is that what you mean to say? 

Mr. Strunk. Right, direct. Another person that had a lot of influence, Lou 
Secundy, who wa3 the full paid organizer for the Dayton Communist Party, for 
the Dayton section. He was sitting in a lot of times in meetings when Joe Brandt 
or Martin Chancey contacted Garfield and Hirschberg. 

Mr, TAVENNER. You say when Martin Chancey and Joe Brandt wanted to get in 
touch with Garfield and Hirschberg—— 

Mr, Strunk. He called on me to make arrangements for the meeting, that is 
right. 

Mr. TAVENNER. -How often do you think that occurred? 

Mr. Strunk. At least once a week, sometimes twice a week, during the strike 
when the international sent the staff in, after June 15, 1948. 

Mr, TaveNnNer. On up until the 1st of August? 

Mr. Strunk. The end of the strike, 
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Mr. TAVENNER. The end of the strike? 

Mr. Strunk. Correct. 

Mr. TAveNNeR. And some of of those secret meetings were held in your home? 
Mr. Strunk, That is right. 


In connection with the role of the Communist Party in the Univis 
Lens strike, your committee was again fortunate in having the testi- 
mony of one Leothar Wornstaff, one of the few non-Communist mem- 
bers of the strike strategy of the UE during this strike. Mr. Worn- 
staff testified concerning the strike as follows: 


Mr. Wornstarr. Well, I do know that we used to hold these strategy meetings 
in the evenings. Sometimes we would get out of these meetings as late as mid- 
night or 1 o’clock in the morning, at which time I would take Mr. Kaplan home. 
He then lived out on Fairview Avenue. I would pick him up at 5 o'clock in the 
morning to go to the picket line. He would tell me on the way to the picket line 
that all of the strategy that was planned last evening is called off. So I would 
question him about who called off the particular strategy that we had set up the 
night before. He said, “Well, we had a meeting at so-and-so time this morning.” 
I asked him where. He said at somebody's restaurant or some other place about 
the city. I asked him who was there in attendance, and he was always very 
evasive about his answers. I could never pin him down as to who was changing 
the strategy that had been set down the night before. 

Mr. ScHerer. That strategy was changed from the time they left you off at 
your home around midnight 

Mr. Wornstarr. I left him off around midnight until 1 o’clock and the strategy 
was changed from that time until 5 o’clock in the morning, at which time we 
went to the picket line. 

Mr. Water. There was actually a change in the strategy? 

Mr. Wornstarr. Yes; very much so. 

Mr. Screrer. How often did that happen? 

Mr. WorNstarr. That happened on 3 or 4 different occasions. 

Mr. Ciarpy. Did he then outline to you what the new strategy was to be? 

Mr. Wornstarr. No; he didn't. 

Mr. Ciarpy. Merely junked what you had agreed on the night before? 

Mr. Woxrnsrarr. That is correct. 


During hearings of your committee held in Seattle, Wash., an 
affirmative vote was taken concerning the subpenaing of former Con- 
gressman Hugh DeLacy at the earliest practicable time. Mr. DeLacy 
was identified by Mrs. Barbara Hartle during the Seattle hearings. 
The investigation in the Ohio area developed the fact that Mr. DeLacy 
was than a resident of Cleveland, Ohio, and had for several years 
served as president of the Progressive Party for that State. Mr. 
DeLacy relied upon the fifth amendment when questioned by the com- 
mittee concerning his present or past affiliation with the Communist 
Party. 

A sample of his answers is quoted for your information: 


Mr. DeLacy. Then, Mr. Chairman, under the existing laws which Congress 
has passed and the President signed, and which make the position of this party 
to which she belonged quite dubious, and under the first amendment to the Con- 
stitution, which gives us all the right to free speech, to freedom of assembly 
peaceably, to petition for address of grievances, and under the fifth amendment, 
which gives us the right to not to testify against ourselves, nor to be deprived 
of life, liberty, or property without due process of law, I must respectfully decline 
to answer the question. 

Mr. ScHerer. You have, I suppose, properly invoked the fifth amendment, but 
not the first amendment. Will you proceed to the next question? 

Mr. Water. Just at this point.it might be interesting for me to call your atten- 
tion to the fifth amendment. This is a pamphlet issued by the UF, Radio and 
Machine Workers of America, UE, 11 East 5ist Street. Here is the way they 
quote the fifth amendment : 

Raye shall be compelled in any criminal case to be a witness against him- 
se a 
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and so on. You will note here that this prohibition against compulsion is in a 
criminal case. This not only is not a criminal case, but it is not a criminal 
ease at all. Certainly admitting knowing this woman could in no wise involve 
you in a criminal case, even under the new laws which I assisted as a member 
of the Judicial Committee in drafting, it certainly seems to me, Dr. DeLacy, 
that your objection as far as the fifth amendment is concerned is not well taken. 
Of course, it is up to you. 

Mr. DeLacy. I think, Mr. Chairman, in view of what I have stated, I should 
persist in my position. 

Mr. Watter. You feel that to answer this question as to whether or not you 
know this Barbara Hartle would subject you to prosecution in a criminal case? 

Mr. DeLacy. I appreciate your kind intent, Mr. Walter. As to why I might 
invoke the privilege—— 

Mr. Watter. That is, of course, up to you. That is your business. 


The committee has become increasingly aware of the ability of for- 
mer members of the Communist Party to transfer their domicile more 
or less at will in an attempt to escape investigation and/or directly 
testifying before the committee. 

Such is the case of one Lillian Brill Clott, an employee of the Hun- 
garian People’s Republic while in Washington, D. C., who was able to 
obtain employment in Columbus, Ohio, with a public relations firm, 
after being identified as a former member of the Communist Party by 
Mary Staleup Markward. Her refusal to answer any and all ques- 


_tions relating to present or past membership in the Communist Party 
£ ) 


identified her with the several hundred others who have appeared be- 
fore the committee in the past year and answered similarly: 


Mrs. Cuiorr. I continued to work on a part-time basis in the office of the In- 
ternational Union, Mine, Mill and Smelter Workers of America. I ceased there, 
to my best recollection, in the early spring. I think it was March, Then in 
April and May, for about 2 months, I worked for the Progressive Party of the 
District of Columbia as an office worker. Then I left that and around the end 
of June I went to work for the Hungarian Legation, 

Mr. TAvENNER. Hungarian Legation? 

Mrs. Crorr. I remained at the Hungarian Legation through 1949 until around 
the end of August, I think it was about the 31st of August. Then in September, 
I went to work for the, on a part-time basis, for the Washington Cooperative 
Book Shop. 

Mr. Scuerer. What bookshop is that? 

Mrs. Crorr. The Washington Cooperative Book Shop. 

Mr. TAaveNnNeER. What was the nature of your work there? 

Mrs. Crorr. Well, there I soid books, typed any letters that were necessary to 
be typewritten. 

Mr. Tavenner. Did you have anything to do with the maintenance of the record 
of membership of that organization? 

Mrs. CLotr. No; I didn’t have anything to do with that. 

Mr. Tavenner. In what year was that? 

Mrs. CLotr. That I went to work for them? 

Mr. TAveNNER. Yes. 

Mrs. Crorr. I just stated it was, I think, around September of 1949. That 
was my best recollection. 

Mr. TaveNnNerR. You were aware at that time that it had been cited by the 
Attorney General as a Communist-front organization ; were you not? 

Mrs. Crorr. Yes; I was aware of it. 

Mr. TAveNnNeR. That made no difference to you? 

Mrs. Corr. I never did accept the right of the Attorney General to tell people 
what organizations they can or cannot belong to, and I still don’t. 

Mr. Tavenner. Did you also belong to the Communist Party in Washington at 
that time? ° 

Mrs. Crorr. I decline to answer that question on the grounds of the first 
amendment and the fifth amendment privilege. 

Mr. TAVENNER. Were you a member of the. Communist Party at the time you 
were working in various capacities in Chicago—let’s confine it to district 7 of 
the UE. 
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Mrs. Crorr. I decline to answer that question on the first and fifth amendment 
privilege. 


Mr. TavenneR. While in Washington, did you become acquainted with Mary 
Stalcup Markward? 


Mrs, Crorr. It has been well known in the papers that Mrs. Markward, accord- 
ing to what I read, is a professional paid informer and under the circumstances 
I must invoke the first amendment and the fifth amendment. 


Mr. Tavenner. By refusing to answer whether you were acquainted with her 
or not? 


Mrs. CLort. By refusing to answer that question. 

Mr. Scuerer. Markward, for the record, was an undercover agent for the FBI 
for a number of years in the District of Columbia. 

Mrs. Crorr. I think it could be noted for the record, too, from what I read in 
the papers that Mrs. Markward—— 

Mr. Scuerer. If the witness please—— 

Mrs. Ciorr. Lied. 


Mr. Scuerer. There is no question before you. 


Mrs. Crort. She has never been prosecuted for perjury. She said she 
worked—— 


Mr. Scuerer. Witness, I have instructed you not to answer. 
Mrs. Crorr. Yes, Mr. Chairman. 


Mr. Scuerer. There is no question before you. You refused to answer the 
question. 


Mrs. Crorr. I merely felt if you inserted some knowledge of her I could also 
insert some knowledge of her. 


Mr. Crarpy. Witness, you heard the chairman's instructions. 
Mrs. CLorr. I was merely explaining. I will be quiet. 


Mr. TAVENNER. Were you a member at any time while in Washington of the 
Community Club of the Communist Party? 


Mrs. Crorr. I decline to answer that question on the grounds of the first amend- 
ment and the fifth amendment privilege. 


Mr. TAVENNER. According to the testimony of Mrs. Markward, you were 
dropped from the Communist Party rolls at the time that you were an employee 
in the Legation that you spoke of. I believe you said it was the Hungarian Lega- 
tion. Will you tell the committee about that? 


Mrs. Corr. I decline to answer that question on the grounds of the first and 
fifth amendments. 

During your committee’s hearings in Dayton, Ohio, several wit- 
nesses connected with various institutions of higher learning in the 
United States were subpenaed. It was regretted that both Mr. Lee 
Lorch of Fisk University, Nashville, Tenn., and Robert M. Metcalf, 
of Antioch College, refused to cooperate with the committee and give 
us the benefit of their knowledge concerning the operations of the 
Communist Party. 

Mr. Lorch testified that he was a member of the National Advisory 
Committee for Aeronautics in 1946, and that prior to that had been 
employed by the same committee at Langley Field, Va. 

Mr. Lorch in later testimony, refused on grounds of the first and 
fifth amendments, excluding the section relating to self-incrimination, 
to answer all questions relating to alleged membership in the Com- 
munist Party during this and subsequent periods, up until his em- 
ployment at Fisk University in 1952. 

Mr. Metcalf readily admitted his participation in a Communist 
group at Antioch College, in the fall of 1945, and the spring of the 
following year. However, he refused to give your committee the 
perm of any of the individuals with whom he met during these 

eriods. 
5 At the closing of all hearings of your committee, the chairman of 
the committee or subcommittee makes available an opportunity for 
any person named during the committee hearings to deny or explain 
any of the testimony taken during that or previous hearings. Such 
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an invitation was extended by Congressman Scherer at the close of 
the Dayton hearings. No one came forward and the hearings were 
officially concluded. 

However, immediately following the conclusion of the hearings, 
one Dwight Williamson, mentioned in previous testimony of Arthur 
Strunk as having been a member of the Communist Party, came for- 
ward to explain his membership. Mr. Scherer reopened the hearing 
and Mr. Williamson testified as follows: 


Mr. TAvENNER. Mr. Williamson, you were identified during the course of the 
testimony here as having been a member of the Communist Party, and we under- 
stood that you desired to appear before the committee and state what the facts 
are relating to your former Communist Party membership. 

Mr. Witttamson. That is right. 

Mr. TAVENNER. So I want to give you the opportunity now to either deny, 
confirm it, or make such explanation as might be consistent with the facts. 

Mr. Wittramson. That is right. I was in for two periods, the period from 
approximately 1938 or 1939 until 1942; again from 1950, late in the year— 
possibly Thanksgiving time, maybe Christmas time; I know it was late in the 
fall of 1950—until early spring 1953. 

Mr. TAVENNER. You have been a member then, as late as the spring of 1953? 

Mr. WiLtzamson. Well, it is a little hard to explain how I left. It was a 
gradual drifting away. ‘The next contact I had, 1 know it was in the spring 
of 1953, the next contact I had I was told that I had owed 10 months’ dues $10 
apiece, which would be $100 plus $50 for a fund which would make it $150. 

Mr. TavENNER. I am sorry. Will you speak up a little louder? I didn’t hear 
you. 

Mr. WriurAmson, I say, the reason I know that it was in the spring of 1953, 
is because in February 1954, I was notified I was in arrears 10 months’ dues, 
which would amount to $100 and at $10 a month. 

Mr. TaveNNeER. Well, if you were a member as late as the spring of 1953, the 
Communist Party would have been divided at that time for security reasons into 
small groups. Isn’t that true? 

Mr. Witittamson. That is correct. 

Mr. TAVENNER. Were you a member of a small group of 3 or 4 members? 

Mr. WiiirAmson. Yes; two Small groups at various times. 

Mr. TAVENNER. You have belonged to two small groups? 

Mr. Wiiz1aMson. That is right. 

Mr. TaveNNeER. Tell the committee, please, how the whole plan of operating 
the Communist Party was during that period, as late as 1953. 

Mr. Wirttamson. I don’t quite understand what you mean. 

Mr. TAVENNER. I mean, tell us how the party was divided into these small 
groups, and how they met, and how Communist Party information was imparted 
to its members, and any other information that you can give us about it. 

Mr. WILLIAMSON. Well, these groups were Frigidaire groups, and they were 
varied as to membership. Those from one group seemed at one time to be in 
one group, and one time to be in another group. Meetings were sometimes held 
in my house, Strunk’s house, and two times, I think,-at my house. In good 
weather they were out in the open, public parks. 

Mr. TAvVENNER. But those meetings were very secret? 

Mr. WitiraAMson. Oh, yes; nobody but the membership of the party was 
allowed to attend that meeting. 

Mr. TAVENNER. Who were the members of your small group? 

Mr. WILLIAMSON. Well, on one group there was Lance, I don’t know his first 
name. He is since dead; Harry McGill, myself. 

Mr. TAVENNER. I didn’t get that name. 

Mr. WiiviamMsoN, Harry McGill and myself. And the other group at a later 
date, there was Roger Dunham, Red Hupman, myself, and in both of these 
groups the organizer, Lou somebody or other, took charge of both of them. 

Mr. TAVENNER. I didn’t understand the name of the organizer. 

Mr. WriLuiAmson. All I can tell you is Lou. I couldn’t—I don’t actually know 
his last name. I never seen it and never heard it. It is Lou, that is all I know. 

Mr. TaveNNeR. What was the name of the Hupman who was a member of 
your group? 

Mr, WittiaAMson. Melvin, 
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Mr. TaveNNer. Is he the same person who was indicted and tried recently 
for violation of the Taft-Hartley Act? 


Mr. WiLi1aMsoN. That is right, but I have no knowledge he violated the Taft- 
Hartley Act. 

Mr. TAveNNeER. You stated that in 1954 you received a notice that you were in 
arrears in your dues. 

Mr. WitxttamMson, That is right. 

Mr. TAveNNeRr. In your dues to the amount of about $10? 

Mr. WILLIAMSON. No, about $100. 

Mr. TavenNer. One bundred dollars. Over a period of 10 months, I think you 
said? 

Mr. WILLIAMSON. That is right. 

Mr. TaveNNer. Well, what was the amount of dunes that you were required 
to pay? 

Mr, WittraMson. The last time I paid dues, it was $2 per month. At the time 
I was told I was in arrears, they were going to reregister me, I owed them $100 
for 10 months’ dues, $10 per month. 

Mr. TAVENNER. Well, do you know for what purpose that money was being 
raised or used? 

Mr. WILLIAMSON. That amount, no. 

Mr. TAVeNNER. Were you requested to make contributions for any special proj- 
ects or purposes of the Communist Party? 

Mr. WILLIAMSON. Yes. They were for funds, and some type of a fund that is 
statewide. I don’t know the name of it. I know the money was, a certain amount 
stayed in the city of Dayton, a certain amount was sent to the State. 

Mr. TAvenNer. I am interested in the fact that you were a member ond then 
dropped out and still went back again into the Communist Party. What was 
the explanation for that? 

Mr. WiLi1amson. I dropped out in 1942 for ideological reasons, and in 1950, 
Frigidaire—— 

Mr. Scuerer. Will you raise your voice a little bit? 

Mr. WILLIAMSON. Certainly. Frigidaire became involved in an inner union 
sirife. Since I had been a member of the UE in 1942, my sympathy was in that 
direction, I supported the UE in the inner-plant strife, inner-union strife. At 
the close of the struggle, the cleavage in the plant was so great that there was 
hardly anybody left for me to talk to, and I wes associated very closely with 
the UE division in the Frigidaire plant. Gradually I drew closer and closer and 
was invited hack in, and reentered the party, and as I stated, in the fall or 
winter, I know it was around Thanksgivingtime 1950. I think that is the 
year the strike was in the spring, and that was the next winter. 

Mr. TAveNNer. Why was it you dropped out in 1953? 

Mr, WILLIAMSON. Just general lack of interest. That is, for a while I was 
quite active. I attended meetings maybe twice a week. Then I drifted further 
away, once a month, or wherever they could get in touch with me. 

Mr. TaveNNeRk. Is there anything else you would like to say to the committee 


regarding your membership in the Communist Party, former membership in the 
Communist Party? 


Mr. WILLIAMSON. In what line? 

Mr. TaveNnNer. Any line. I mean, you have asked to appear here voluntarily 
because your name was mentioned here adversely, and I just want to make cer- 
tain that you have told the committee all you have in mind. 

Mr. WILLIAMSON, No, that is all I have to state. So far as I am concerned, 
there was no subversion on my part or the part of anyone that I was in connec- 
tion with. Everyone so far as I know were loyal American citizens. There were 
no statements ever made by anyone derogatory to the United States of America. 
We were never asked to spy upon anybody, any group that I was in, or any 
time, we were never asked or expected to furnish information. Most of the 
time was spent in study, I will say 50 percent, 70 percent of most meetings were 
study. The rest news collection and literature. 


The following witnesses gave testimony regarding Communist ac- 
tivities in the Dayton, Ohio, area: 














Miniard, Marvin M Sept. 14, 1954, 
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Disrricr or COLUMBIA 


On July 14 and 15, 1954, the committee held additional hearings 
dealing with Communist Party activities in Washington, D.C. These 
hearings represented the committee’s continued investigation of this 
subject following the valuable testimony of Mrs. Mary — Mark- 
ward given to the committee in 1951 wherein she exposed the inner 
workings of the Communist Party in the District of Columbia from 
1943 to 1949. 

The committee called 11 witnesses from the District of Columbia 
area in the sincere belief that they possessed knowledge of current 
or recent Communist Party activities in the District of Columbia. 
Each of these individuals had been identified in sworn testimony 
before the committee as having been an active member of the Com- 
munist Party in the District of Columbia. These individuals were 
subpenaed and asked to assist the committee in its investigation of 
Communist Party activities in the District of Columbia. At the time 
of their examination on this subject, each relied upon the fifth amend- 
ment when asked to give information pertaining to their Communist 
Party activities in the District of Columbia or any knowledge they 
possessed regarding communism in the United States. 

Mary Stalcup Markward was the only cooperative witness in this 
area. She testified in executive session on June 11,1951. This testi- 
mony was released on July 7, 1951, but not printed until June 23, 1954. 


Fuoripa 


The House Committee on Un-American Activities held hearings in 
Miami, Fla., on November 29 and 30, and December 1, 1954, with a 
view to ascertaining the scope and success of subversive infiltration in 
Miami, the State of Florida, and the great southeastern section of the 
United States. 

The committee received valuable testimony from Edwin E. Waller, 
Ralph V. Long, Raul Vidal, Jose D. Tomargo, Jr., Louis J. Popps, 
Hilda Shlafrock, and James Nimmo, all of whom testified about Com- 
munist activities and infiltration not only in Miami but throughout 
the southeastern section of this country. 

Seven other individuals, identified as having been members of the 
Communist Party, appeared before the committee and refused to af- 
firm or deny their Communist Party membership. One person denied 
Communist Party membership. 


MICHIGAN 


The committee’s hearings in Michigan during 1954 were held in 
Detroit, Lansing, and Flint; 12 of the subpenaed witnesses not heard 
during May were called to give testimony in Washington, D. C., in 
November. In addition to this, the committee, during the past year, 
heard testimony from Merton Sumner, who was a member of the 
Communist Party during his period of residence in Grand Rapids, 
Mich., and from Francis X. Crowley, who was a member of the Com- 
— Party while a student at the University of Michigan at Ann 
Arbor. 

These hearings could be properly considered as a continuation of 
the hearings which the Committee on Un-American Activities held in 
Detroit, Mich., in 1952. As a matter of fact, in 1952 the committee 
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reported that during its investigation the identity of over 600 individ- 
uals as Communist Party members was obtained. 

The 1954 hearings were set up by the committee in order to demon- 
strate to the people of Michigan the fields of concentration of the Com- 
munist Party in the Michigan area, and the identity of those individ- 
uals responsible for its success. The concentration of the Communist 
Party as outlined by this report is not the figment of a dream by the 
committee but comes directly from the Communist Party itself. This 
concentration is set forth in a directive to all Communist groups, sec- 
tions, commissions, and departments, which the committee obtained 
during its investigation. This directive, while intending to advertise 
the Communist Party as an organization interested in furthering the 
trade-union movement, falsifies its own advertisement by placing all 
emphasis on the need to ce ar all laws used against the Communist 
Party and its members, including the Smith Act, the non-Communist 
affidavit section of the Taft-Hartley law and the Walter-McCarran 
Immigration Act. Of secondary importance in the directive, but 
equally stressed, is what the Communists refer to as “the People’s 
Peace” program. This program is set forth as a campaign against 
NATO, friendship with the Soviet Union, and the opening of trade 
channels with the “People’s Democracies,” China, and the Soviet 
Union. 

The Communist Party, in its directive, sets forth that the accom- 
plishment of its program can be achieved only through a successful 
concentration in the auto industry. It reminds Communist Party 
members that concentration in the auto industry is not the function 
only of those Communist employees within the industry but, rather, 
that it is the responsibility of all Communists. 

In 1952, the committee saw signs and had partial evidence of the 
Communist Party moving its members from white-collar and profes- 
sional positions into the auto industry from other geographical loca- 
tions in the United States. The directive of the Communist Party on 
concentration in the auto industry gives a clue as to why, and this is 
the reason the committee devoted a portion of its investigation and 
hearings to the city of Flint. In the directive, the Communist Party 
called for a drastic improvement in the work among General Motors 
workers. The directive states: 

* * * Flint is the key to moving the GM division of the UAW, the division 
which Reuther heads and therefore the key to striking a powerful blow against 
wate democracy. Whatever develops ia Flint has great influence on the entire 

* * * Where party work was on a relatively higher level as in Ford, the anti- 
Reuther strength was greatest. In GM, our main national concentration sector, 
the progressives were weakest of all. * * * It’s therefore clear that we need a 
drastic improvement in our work in auto, in the first place in our work in GM, 
without in any way curtailing our work in Ford which remains our main con- 
centration point in Michigan’s Wayne County. 

To strengthen itself within General Motors, the Communist Party 
in 1949 issued instructions to its members to drop employment in non- 
basic industries, if they were presently employed, and urged the Com- 


munist members in colleges to seek basic-industry employment, even 
though their educational training qualified them for a higher type of 
employment. 

uring the Flint hearings, members of the Communist Party, some 
with college degrees, were found employed on General Motors assem- 
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bly lines. Not only were they employed, but the committee found 
that many of the Communists subpenaed before it went so far as to 
cover up their college education or degrees and resorted to the manu- 
facturing of previous employment. 

One witness, Marvin M. Engel, on his application for employment 
with the Chevrolet Motor Division of General Motors, claimed no 
college education when, as a matter of fact, he had received a social- 
science degree from the City College of New York. As previous 
employment, he listed the Universal Fence Co. of Detroit as being his 
employer for some 30 months. Sidney Linn, signing as an officer of 
the Universal Fence Co., confirmed Engel’s 30-month employment 
with his concern. Yet, the truth of the matter was that Engel had 
never been employed by the Universal Fence Co., according to his 
own sworn testimony before the committee. Whether there is a 
bearing, the committee has no proof, but sworn testimony before the 
committee identified both Engel and Linn as members of the Com- 
munist Party in Michigan. 

Other illustrations similar to that of Engel were reproduced 
throughout the Michigan hearings. The committee is of the opinion 
that these young Communists were directed into Michigan for the 
purpose of fulfilling the Communist dream, namely the need for “a 
drastic improvement in our [Communist Party] work in auto.” 

Communist Party colonizers, similar to the 25 exposed in Flint and 
other Michigan hearings, were the main target of the committee’s 1954 
investigation. Lack of adequate investigative personnel made it 
impossible to expose fully the infiltration in Michigan. Left in a 
pending stage were partial identities of some 75 other members of 
the Communist Party sent into the Michigan area for the purpose of 
building up the Communist Party’s concentration within the auto 
industry. The committee regrets that it was unable to complete its 
investigation in this field, but, at the same time, it feels that, if indus- 
try and labor would concern themselves more with the infiltration into 
their midst of potential Communist saboteurs, they could be removed 
from the auto industry without need of congressional investigation. 

The Communist Party directive, in outlining the role to be played 
by the entire membership of the Communist Party in its concentration 
in auto, set forth the need to organize for peace (Soviet-proposed) 
for activities in political subdivisions surrounding Detroit, and for 
propagandizing among auto workers’ wives and children with instru- 
ments such as the Michigan Worker and other Communist publi- 
cations. 

The bulk of the witnesses heard in Detroit, Mich., and later in 
Washington, D. C., were called to ascertain and expose the activities of 
the Communist Party in these broad fields. Joseph Chrin, who was 
shown by sworn testimony to have been a member of the Communist 
Party, was the leader of the Down River Citizens Committee. The 
Down River Citizens Committee operated in the communities heavily 
populated by Ford workers. It ghvetinnd as a political organization 
interested in the betterment of the Down River community. In fact 
and in practice, as set forth by sworn testimony, the Down River 
Citizens Committee was solely a vehicle of the Communist Party. Its 
program, while supporting many worthy issues and candidates for 
public office, was nevertheless geared to fulfill the objectives of the 
Communist Party. Harold Robertson, who was identified as a mem- 
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ber of the Communist Party living in Inkster, Mich., was found to 
have been a candidate for political office in his community and also a 
political appointee to the school board. 

During the committee’s investigation, it uncovered members of the 
Communist Party holding influential positions in the school systems 
of Detroit and other communities. Most of the teachers subpenaed 
before the committee refused to answer questions with respect to their 
membership in the Communist Party, on the ground that to do so 
would tend to incriminate them. Most of the teachers called have 
been suspended or permanently removed from their positions. The 
Committee on Un-American Activities approves of this action because 
the committee has found that the delivery of a student into the tute- 
lage of a member of the Communist Party has been responsible for the 
destruction of thousands of American homes. It is horrible enough 
to lose 13 Americans to Red China as a result of a war, especially when 
the war was not of America’s choosing. It is far more horrible to 
lose one American to the Communist conspiracy through a teacher 
in a free educational institution of America. 

As a result of the hearings held in Michigan in 1952 and again ir 
1954, the Committee on Un-American Activities calls upon the Amer- 
ican labor movement, in addition to its ever increased vigilance 
toward communism, to amend its constitutions where necessary in 
order to deny membership to a member of the Communist Party or 
any other group which dedicates itself to the destruction of America’s 
way of life. It is certainly not within the best interests of the security 
of the United States, nor of the interest of the unions, to permit a 
member of the Communist Party or any other totalitarian party to 
work 8 hours a day in an American industry with the protection 
of a union contract and, at the same time, supply him with a captive 
audience of thousands through which he can preach his program 
of destruction. It is said that the worker is far too smart to be 
suckered into accepting the Communist harangue. It is admitted that 
the American worker, through education on the evils of communism 
and other totalitarianisms by both his union and his employer, has 
more knowledge on the subject today than at any time during his 
life. Nevertheless, the Communist Party is receiving new recruits 
daily from the ranks of labor, admittedly not so many as in the past. 
It is diflicult to believe, however, that this recruitment would be as 
great if Communist Party organizers and advocates were removed 
from the captive audience which union and industry place around them 
in the shop. 

The testimony of the following witnesses added much to the infor- 
mation of the committee regarding the scope of Communist activities 
in the State of Michigan: 
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Pactric Norruwest AREA 
(Seattle) 


In June 1954 the House Committee on Un-American activities for 
the first time held hearings in the Pacific Northwest area of the 
United States. That these hearings were met with the approval of 
the people living in that important area is stressed in the fact that the 
committee received telegrams from virtually every non-Communist 
labor organization in the Seattle area supporting and encouraging the 
committee’s functions. 

The committee was fortunate in receiving testimony from a witness 
whose knowledge of Communist Party activities was current almost 
to the date of the hearings. The committee received lengthy testi- 
mony from Mrs. Barbara Hartle, who had been a member and official 
of the Communist Party in the Pacific Northwest area from 1933 
until early 1954 and gained a position of such importance in the Com- 
munist Party that the Government of the United States arrested her on 
September 17, 1952, on the charge that she had violated the provisions 
of the Smith Act. Mrs. Hartle was later convicted in Federal court 
and was under sentence at the time she was subpenaed to testify before 
this committee. Mrs. Hartle explained that while there had been oc- 
easions of disillusionment in the past she had really recognized the true 
purposes of the Communist Party and its lack of interest in the indi- 
vidual members during the course of the Smith Act trial. Mrs. 
Hartle stated that she had recognized that the Communist Party 
efforts to insure that she would maintain a party position in her 
defense was in reality making her a token of sacrifice to the party. 

One of the most important items in the voluminous and informative 
testimony of Mrs. Hartle was the manner in which she had first _be- 
come associated with the Communist Party. She stated that she had 
first joined the Friends of the Soviet Union and that through the 
knowledge of Communist Party affairs and literature available 
through this Communist front she had eventually become amenable 
to actual membership in the Communist Party. This testimony typi- 
fies what the committee has found in so many other instances—an 
individual being led into actual Communist Party membership 
through association in Communist-front organizations. 

The committee is indeed indebted to this woman who although she 
had spent nearly 20 years as a part of the Communist conspiracy rec- 
ognized the dangers of the nes oe and furnished her Government, 
both this committee and the Federal Bureau of Investigation, with the 
wealth of knowledge she had gained concerning communism. 


Paciric Nortawest AREA 
(Portland, Oreg.) 


The House Committee on Un-American Activities held hearings in 
Portland, Oreg., June 18 and 19,1954. The hearings and investigation 
centered largely around communistic infiltration of education, profes- 
sional groups, and labor. The committee received valuable testi- 
mony from Homer LeRoy Owen, Barbara Hartle, and Robert Wishart 
Canon, all of whom testified about Communist activities and infiltra- 
tion not only in Portland, Oreg., but throughout the Northwest and 
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other parts of the United States. Some 14 other individuals identified 
as having been members of the Communist Party appeared before the 
committee and refused to affirm or deny their Communist Party mem- 
bership. Several refused to answer questions pertaining to their past 
education, employment, residences, and military service. Thereafter, 
on July 23, 1954, after unanimous vote by the committee itself, the 
House of Representatives, by vote of 376 to 0, cited Thomas G. Moore, 
John Rodgers MacKenzie, Donald M. Wollam, and Herbert Simpson 
for contempt of Congress. 

Pertinent parts of the testimony of Homer Owen were of consider- 
able interest to the committee, particularly those comments regard- 
ing his reasons for joining the Communist Party, his Communist 
activity paralleling his Progressive Party activity, and his decisions 
to break with the Communist Party. Mr. Owen testified that he was 
23 years old when he joined the Communist Party in Portland, Oreg.; 
he stated he joined the party because— 


I presume that I followed the course of many people who have joined, a desire 
to improve the world and to do it quickly. In my case, I became interested 
about doing something about racial discrimination. I came from a strict reli- 
gious background and I grew frustrated with the churen because I felt they 
were not doing enough about it. I thought that the concept of the brotherhood 
of man demanded that the churches be in the foreground to eliminate dis- 
crimination * * * so in the spring of 1947 I attended a meeting at which I, 
along with others, were urged to join the Communist Party * * * on the grounds 
that it was the most effective organization to work toward these principles that 
we felt to be important * * * even though at that time I knew nothing about 
the Communist Party, I read none of its literature, I was urged to join because, 
as I said, it could implement the progressive program most effectively and [ 
could learn later. * * * I must have been considerably naive. 


Mr. Owen stated that during the Communist Party meetings which 
he attended, they discussed Communist theory, the works of Marx, 
Engels, Lenin, Stalin; also planned activity for particular campus 
activity in relation to work in the Young Progressives on the campus. 
He stated— 


* * * when the Wallace campaign was announced that was a primary interest 
of the Communist Party as well as other progressive groups and energies were 
devoted in distributing literature, organizing campus sentiment for his candidacy. 


He further stated: 


Before leaving the campus in 1948, I believe it was in December of 1947, I 
became chairman of Students for Wallace, and as I recall our principal effort 
was a petition campaign urging Wallace to run. This was prior to his announc- 
ing his candidacy. Since I shortly thereafter became office mannger for Pro- 
gressive Citizens of America, and then subsequently for the Progressive Party 
of America, little became of the Students for Wallace in this part of the country. 


Mr. Owen testified that he subsequently became both a Democratic 
and Progressive Party nominee for the State legislature. He was 
asked how he became a nominee and who decided that he should run 
for the legislature, to which he answered: 


It was decided in a meeting of the legislative commission of the Communist 
Party of Oregon. At that time, at that meeting it was decided that a slate of 
Roosevelt Democrats ‘should run and also that I should be on that ticket. * * * 
They decided on the fact that there should be a slate running in the Democratie 
and Progressive—this was particularly in the Democratic primaries in its original 
conception, and then, of course, later the same candidates were supported and 
nominated by the Progressive Party. 
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It is interesting to note the reasons given by Mr. Owen for his leav- 
ing the Communist Party, which are quoted as follows: 
S 7? 


The reasons, firstly, I would say are the reverse of the reasons I joined. I 
became more and more convinced that the Communist Party was not effectively 
working for the ideals and the principles which led me to join. In fact, to the 
eontrary, I felt the party, the Communist Party, to be destructive in that in 
every activity the emphasis was always on putting the party forward, how many 
were recruited, not what was accomplished and no emphasis on what was 
accomplished. 

Secondly, I also became more and more dissatisfied with the way the party 
operated. * * * I began also to become more critical myself of the other poli- 
cies. Also there was just the desire to lead a normal life. I became completely 
weary of the endless activity, ringing doorbells * * * and also of the isolation, 
the growing isolation that membership in the Communist Party meant. 


In answer to the question as to whether the Communist Party took 
up quite a bit of his life, Mr. Owen stated: 


It seems at times practically all of it. The meetings night after night and 
while going to school posed quite a problem and perpetual conflict between 
trying to do a good job at school and doing this work which you felt had to be 
done. * * * This [work] I think helps to delay the process of going out [of 
the party]. You’re so busy, you're so active that you don’t have time to stop 
and think. What you do read is in justification of your own day-to-day activity 
of political agitation. 

You will recall that Mr. Owen stated that he became a member of the 
Communist Party because he thought that the Communist Party might 
contribute to doing away with recial discrimination. He subse- 
quently stated that he found that this was not correct and further said: 


* * * T feel that much more had been accomplished from just the recent 
Supreme Court decisions, the quiet work of people, organizations, without fan- 
fare, without the tremendous publicity which always accompanies a Communist 

arty approach to a problem. These other things contribute much more to the 
elimination of discrimination, 

It is interesting to note how the comments of Robert Canon regard- 
ing his Communist Party activity parallel those of Mr. Owen. Mr. 
Canon stated regarding Communist Party meetings: 


* * * We were not encouraged to ask questions * * *, and then in the early 
months of the party, we * * * were somewhat isvlated. We spent most of our 
time in our club meetings just discussing ou: own interest in our outside organiza- 
tions, and then the party began to ask us to become more party conscious too, as 
the term was, put the face of the party forward, to spend more and more of our 
time in actual party work. 

We were criticized, in 1948 for example, for becoming too enthusiastic about 
Henry Wallace and the Progressive Party. They kept reminding us, “Henry 
Wallace is not a Communist. He isa capitalist. This is a fine organization, the 
Progressive Paity, in getting people interested in issues, but for heaven's sake 
don't go overboard for it. The Communist Party is the only one that is 
significant.” 

This discipline—we were introduced more and more to, the party concept of 
what is known as self-criticism where you sit around a circle and tear yourself 
to pieces. 

And the ritualistic nonsense just began to pall on me. They began to be asked 
to address each other as “comrade,” and so forth and “tighten, tighten, tighten 
up.” 

Mr. Canon further stated: 


Yes, and they began to talk and more and more in terms of FBI, infiltrating 
spies, and so on, and the whole framework actually became rather foolish, as far 
as I was concerned. I knew that we weren’t plotting to blow up any bridges or 
anything of the sort, and all of this ritual just seemed a little bit ridiculous, 
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And then, the second thing that began to push me out of the party was the 
realizaion of the extent of the intolerance in the party. One of the primary rea- 
sons that T was interested in the first place was because I had met a group of 
people who I thought were idealistic, were outlooking, sympathetic, and tolerant 
people, broadminded people, and I came to find out that most Communists, I think, 
are the most intolerant of all people. We began to move in a smaller and smaller 
circle. As you concentrate on party literatare, which you are urged to do, and 
began to confine your friendship to those people who are members of the Com- 
munist Party, you become excessively critical of anybody who can’t go aloag with 
you a hundred percent. 

And this was also a period when we were moving away from the Earl Browder 
idea of the so-called united front, Earl Browder’s concept of working in coopera- 
tion with other groups of people. But the party was now moving to the point 
where it said, “No; we must solidify the party itself.’ And so there was a social 
and an intellectual isolation which I resented very much, a loss of perspective. 
] don’t think that you can help but lose one’s perspective when you live in such an 
environment, 

The party overworks you terribly. They exploit initial enthusiasms, as in the 
case of Homer Owen. A perfectly fine, idealistic boy who gets interested and they 
load work on him to the point where it would practically break him. Well the 
same thing is true of us. We got to the point where if we stole 1 night, 1 of 7 
for our family, we felt guilty for having let down the great people’s movement. 

The » hole thing just became irritating. I thought it was out of focus, out of 
perspective, intolerant, and so forth. And so we really wanted to pull out in 
1948; however, we were involved in the Progressive Party elections, and the 
Democrat Party elections, and there was no convenient way of extricating our- 
selves overnight. So far as I know, my wife and I were never expelled from the 
party nor did we ever indulge in histrionics in getting up and making a tirade 
against the party or anything of the sort. We more or less drifted away. 


Testimony of the following witnesses developed to a great extent 
the pattern of Communist activities in the Pacific Northwest area of 
the United States: 


Date of appearance 


pT E , Raat ns EA Sera PON RR ae June 19, 1954. 

Blodgett, Charles David...----------_. Mar. 16, 1954. 

Canon, Robert Wishart.........-..._- June 19, 1954. 

STM eS a eee June 19, 1954. 

Cohen, Elizabeth Boggs__.....-.--.---- May 28, 1954. 

CONTRA: TIO occa areca cocaine May 28, 1954. 

Reh SRN CR a nc ce ch cupichcangillé June 19, 1954. 

Ps NF icc as seancenen cot nstinsseincncen June 18, 1954. 

Martie,  Pereere. oie a ee re oe June 14-19, 1954. 

Keller, Abraham Charles. ......--.-___ June 17, 1954. 

betes. Teettey, 55232 Se i kis June 19, 1954. 

McClaskey, Euxene Kenneth_..-..--___- Oct. 3, 1952, released in 1954. 

Owen, Homer roy. cick ee June 18, 1954. 

Owen, Marjorie Jean (Mrs. Homer L. Portion of executive testimony on June 
Owen) 9, 1954, released. 

Redwell, Rev. Clinton_..-..-..-----..- June 16, 1954. 

ON IT RR June 17, 1954. 

Wildman, Leonard Basil_..-....--_-___ May 28, 1954. 


Wwensnes Poster. Fe June 17, 1954. 


Puinapeitrnia, Pa. 


The House Committee on Un-American Activities commenced hear- 
ings in Philadelphia, Pa., November 16 through November 18, 1953, 
dealing exclusively with individuals who are either currently, or had 
been, engaged as schoolteachers in Philadelphia. 

On February 16 and 17, 1954, a subcommittee of the Committee on 
Un-American Activities resumed hearings in Washington, D. C., 
receiving testimony from an additional group of individuals who are 
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or were employed as schoolteachers in the Philadelphia area. As in 
previous cases of witnesses called before the committee, these teachers 
had been identified through investigation as having been members 
of the Communist Party and possibly having continued their member- 
ship until the present time. 

uring these hearings, 18 witnesses appeared before the committee. 
The majority denied present Communist Party membership but re- 
fused to answer any questions regarding Communist activities prior 
to their signing a loyalty oath as required by Pennsylvania State law 
in the early months of 1952, Others refused to affirm or deny present 
or past Communist Party membership. The committee desires to 
make the observation that the total of 37 teachers from the Philade!- 
phia area who appeared before the committee is a very small fraction 
of the large group of teachers presently employed in Philadelphia, 
Pa., and who are, without any doubt, loyal American citizens. 

Mrs. Goldie E. Watson refused to answer many questions, did not 
deny or affirm past Communist Party membership, and frequently 
based her refusal to answer questions on her rights under the first 
amendment to the Constitution. 

Dr. Wilbur Lee Mahaney, Jr., admitted his former Communist 
Party membership and associations but refused to answer further 
questions regarding Communist Party activity and Communist Party 
members. 

Thereafter, on May 11, 1954, after unanimous vote by the committee 
itself, the House of Representatives, by vote of 346 to 0, cited Mrs. 
Goldie E. Watson and Dr. Wilbur Lee Mahaney, Jr., for contempt of 
Congress. 

Dr. Mahaney voluntarily reappeared before the committee on July 
30, 1954, and testified under oath fully and freely about his former 
Communist Party activities and associations. Following Dr. 
Mahaney’s second appearance before the committee and in view of 
his willingness to testify, the committee voted that a letter be directed 
to the United States Attorney for the District of Columbia advising 
him that the committee was satisfied that Dr. Mahaney had purged 

the contempt for which he had been previously cited. 


RECOMMENDATIONS BASED UPON INVESTIGATIONS 
AND HEARINGS IN THE YEAR 1954 


Many of the recommendations put forth by the House Committee 
on Un-American Activities for the year 1953 have already been 
enacted into law in one form or another. Among them are legisla- 
tion cracking down on Communist-dominated labor unions, death 
= for espionage in peacetime, immunity for witnesses appearing 

efore congressional committees, and the adoption of procedures 
withdrawing commissions from persons in the armed services taking 
the fifth amendment when questioned by a duly authorized authority 
concerning membership in the Communist Party. 

In addition, Congress considered the delicate subject of outlawing 
the Communist Party and has enacted a partial outlawing provision 
which is now in effect. 

The following recommendations are submitted based upon investi- 
gations and hearings, in the year 1954. 
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The Smith Act, passed by the Congress in 1940, contains provi- 
sions which prohibit any person from knowingly and willfully par- 
ticipating either individually or with a group in activities which 
have for their purpose the overthrow or destruction of “any govern- 
ment in the United States by force or violence.” Since the Subversive 
Activities Control Board, affirmed by the United States Court of Ap- 
peals for the District of Columbia Circuit, has found that the Com- 
munist Party is a subversive organization and the testimony before 
this committee has also definitely established the conspiratorial nature 
of the Communist Party, the committee recommends that the Smith 
Act be amended. This amendment, in the field of the law of evidence, 
should provide that proof of membership in the Communist Party 
shall constitute prima facie evidence of violation of the Smith Act. 

The committee further recommends that legislation be enacted to 
permit as evidence the results of technical surveillance in matters 
affecting the national security; provided that adequate safeguards 
are adopted to protect the civil liberties of all citizens. 

The committee further recommends that legislation be enacted to 
make it a crime fer any person or persons unauthorizedly to transport 
in interstate commerce any Government document falling within a 
top-secret, secret, or confidential classification. 

‘he committee further recommends that legislation be enacted for- 
bidding the use of the United States mails under second-class mailing 
privileges to subversive publications emanating either from foreign 
sources or from sources within the borders of the United States. It 
is also recommended that the Internal Security Act of 1950 be 
amended to permit the citing of said publications as subversive. 

The committee further recommends that the Foreign Agents Reg- 
istration Act of 1938 be reexamined to determine its effectiveness in 
controlling and exposing subversive activities. 

The committee further recommends that appropriate legislation be 
enacted requiring an affidavit by any person bidding for a Govern- 
ment contract, that he is not now and has not been within the past 
10 years a member of any organization advocating the overthrow of 
the Government by force and violence. 
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COTTON ACREAGE ALLOTMENTS 





Fesrvuary 16, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 3952] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 3952) to amend the cotton marketing quota provisions of the 
Agricultural Adjustment Act of 1938, as amended, having considered 
the same, report favorably thereon with an amendment and recom- 
mend that the bill as amended do pass. 

The amendment is as follows: 


Page 2, lines 13 and 14, strike out all of line 13 and line 14 up to and 
including the words ‘“‘pursuant to” and insert in lieu thereof the words 
“as provided in”. 


STATEMENT 


H. R. 3952 aims at bringing some measure of urgent relief to those 
farmers in America’s great Cotton Belt now threatened by severe hard- 
ships and suffering due to the sharp reduction in the cotton acreage 
allotted for the 1955 cotton crop. 

The condition has come about by no fault of the cotton farmers but 
results from the sudden and severe constriction of acreage where a 
policy of gradual reduction over a longer period of years would have 
prevented the family-income problem that now confronts so many of 
our farmers. 

We point out that no less than 4 years ago our Government was 
urging these farmers to produce more cotton. The authority has 
existed for many years to adjust the cotton acreage to accommodate 
the actual demands for cotton production, and cotton farmers always 
have voted to reduce their acreage when the question has been sub- 
mitted by the Government in a referendum. 

A constantly changing international situation has made extremely 
difficult the estimation of needed supplies and the crop adjustments 
necessary to maintain these supplies. 
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2 COTTON ACREAGE ALLOTMENTS 


The sudden slash in cotton acreage, in the face of a mounting surplus 
of the fiber, now presents the Congress an emergency situation in 
which many small farmers have had their acreage allotments reduced 
so low they cannot support their families. 

A social problem has been created among a large number of the 
291,809 cotton farmers who have received allotments of 5 acres or 
less and where, even with application of the best farming practices, 
they cannot provide the bare necessities for their families. 

nless Congress acts immediately the committee fears that many 
families on small farms, including tenants and sharecroppers as well 
as owners, will be forced to leave the land. 

The committee in presenting this bill calls the attention of the 
House to the severe economic strain now being carried by the Cotton 
Belt where the farmers are cooperating with their Government to 
reduce the surplus of cotton in our warehouses. 

The cotton producers in referenda have voted overwhelmingly in 
the last 2 years for the program that has reduced the cotton crop from 
27 million acres in 1953 to an allotment of 18,113,208 acres in 1955. 
Assuming normal yields for 1955, this will mean a cut in cotton 
income from over $3 billion in 1953 to $1,771 million in 1955—a reduc- 
tion of about $1,230 million, or 42 percent. 

To indicate the great changes and adjustments that have come 
about in the Cotton Belt it might be well to point out that 30 years 
ago, in 1925, the single State of Texas planted 18,443,000 acres of 
cotton, which is more than the total of 18,113,208 acres in the na- 
tional allotment for all 20 of the Cotton States for 1955. Thirty 
years ago 45,968,000 acres of cotton were planted in the United States. 

The recent sudden and severe reduction in acreage has had a 
serious impact in the Cotton Belt and is sharply depressing the 
economy of areas where business is based chiefly on cotton. 

The committee seeks in H. R. 3952 to bring about some alleviation 
of the severest of hardships, and to prevent many farmers and their 
families from being forced from the land. 

This bill provides: 

1. A 3-percent increase in the acreage allotment of each cotton 
State, thereby adding 543,234 acres across the country and giving 
new total acreage of 18,656,442. 

2. The additional acreage shall be used— 

First, for apportionment directly to farms to provide, so far as 
possible with the additional acreage allotted to each State, each farm 
& minimum allotment of the smaller of (a) 5 acres, or (6) the highest 
number of acres planted to cotton on the farm in 1952, 1953, or 1954. 
If the additional acreage is not sufficient to meet the total of farm 
increases so computed, each farm increase within the State shall be 
reduced by the same percentage that the additional acreage in such 
State falls short of the total needed to assure each farm in the State 
of an allotment of 5 acres or the highest acreage planted in any 1 of 
the last 3 years. 

Second, if the additional acreage available to a State is in excess 
of the small farm increases so computed, this excess shall be factored 

to the counties under the same provisions of law as are now — 
to the State’s existing allotment. This acreage shall be used by each 
county to alleviate hardships by apportionment to farms on which 
the 1955 allotments are less than 60 percent of the acres legally 
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planted or considered as planted to cotton on the farm in 1954. If 
such additional acreage is insufficient to provide each farm within 
the county an allotment equal to 60 percent of 1954 plantings, each 
farm increase will be reduced by the percentage that the additional 
acreage of such county falls short of the required total. 

Third, if any acreage remains beyond the requirements for small 
farms and farms which received allotments below 60 percent of the 
farm’s 1954 planting, this excess will go into the county reserve to 
be distributed by the county committee as now provided by law. 

It is the intention of the committee that the States reserving a 
portion of the additional acreage as authorized in section 344 (e), 
should use this acreage specifically for relief of hardships caused by 
drought; to correct errors in county acreage data in which differences 
exist between acreage reported by farmers and the adjusted acreage 
computed by the Agricultural Marketing Service; and in Arizona 
to relieve hardships among new growers. 

The firm position of the committee is that no portion of the addi- 
tional acreage should be used for trends. 

Assignment of any additional acreage to be put into State reserves 
and to be handled by the State committee is done reluctantly, in view 
of the fact that in some States the committees have used their reserves 
from the basic cotton allotments for 1955 almost entirely in adjust- 
ments for trends, often discriminating against sections within States, 
and have not applied their reserves to remedy the more pressing 
problems of small farmers and hardships among the larger farmers 
who have suffered the severest acreage cuts. 

While it is recognized that H. R. 3952 will not give complete relief 
to all small growers or alleviate all hardships among other cotton 
farmers, it will afford very substantial relief with only a small increase 
in overall cotton production. The increase in production should 
amount to only slightly more than 250,000 bales and this increase 
probably will be of definite help to at least twice that number of people. 

It should be pointed out further that the provisions of this bill will 
in no way change the relative position of any cotton-producing State 
in either production or the history on which future acreage allotments 
will be made. 

The following table shows for each State affected by the bill (col. 1) 
the amount of the present State allotment; (col. 2) the number of 
acres added by this bill; (col. 3) the estimated number of acres needed 
to bring all farmers in the State up to 5 acres or their highest planted 
acreage in the past 3 years, whichever is smaller. 


———_— ee ee ee re ee 











COTTON ACREAGE ALLOTMENTS 


1955 State acreage allotments and related data 





3 percent of | Required for5- 
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648, 442 
, 750, 852 


New Mexico 2, , 466 
North Carolina ; 615,7 15, 471 
26, 176 
23, 218 
17, 816 
228, 383 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italics, and existing law in which 


no change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT Act OF 1938, As AMENDED 
Sec. 344, * * * 


* * * * * * * 


(n) Notwithstanding any other provision of law the 1955 cotton acreage allotment 
established for each State pursuant to the provisions of this section (excluding those 
States which received a minimum allotment under subsection (k)) shall be increased 
by 3 per centum. The additional acreage made available to the States under the 
provisions of this subsection shall, in order to assist small farmers, be apportioned 
directly to farms so as to provide each farm a minimum allotment equal to the smaller 
of (1) five acres or (2) the highest number of acres planted to cotton on the farm in 
1952, 1953, or 1954. If the additional acreage is insufficient to meet the total of the 
farm increases so computed, such farm increases shall be reduced pro rata to the 
additional acreage available to the State. If the additional acreage available to the 
State is in excess of the total of the farm increases so computed, in order to alleviate 
hardships, the acreage remaining after making such farm increases shall be appor- 
tioned to counties as provided in subsection (e) of this section, and the additional 
acreage so made available to counties shall be apportioned to farms in the county so 
as to provide each farm with an allotment for 1955 equal to 60 per centum of the 
acres planted to cotton on the farm in 1954. If such additional acreage is insufficient 
to meet the total of the farm increases so computed, such farm increases shall be 
reduced pro rata to the additional acreage available to the county under this subsection. 
If the additional acreage available to the county is in excess of the total of the farm 
increases so computed, the acreage remaining after making such farm increases shall 
be added to the county acreage reserve under subsection (f) (8) of this section and 
shall be used by the county committee for the purposes specified therein. The addi- 
tional acreage made available to States under the provisions of this subsection shall 
be in addition to the national acreage allotment and the production from such acreage 
shall be in addition to the national marketing quota. The provisions of this 
subsection shall not apply to extra long staple colton. 
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CONSIDERATION OF H. R. 2581 





Fepruary 18, 1955.—Referred to the House Calendar and ordered to be printed, 





Mr. THornBeErRY, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 148] 


The Committee on Rules, having had under consideration House 


Resolution 148, report the same to the House with the recommendation 
that the resolution do pass. 
QO 
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THE FEDERAL VOTING ASSISTANCE ACT OF 1955 





Fesruary 18, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 
(To accompany H. R. 4048] 


The Committee on House Administration, to whom was referred 
the bill (H. R. 4048) recommending that the several States enact 
legislation to permit and assist Federal personnel, including members 
of the Armed Forces, and their families, to exercise their voting 
franchise, and for other purposes, having considered the same, report 


favorably thereon with amendments and recommend that the bill, as 
amended, do pass. 


The amendments are as follows: 

Page 5, line 18, strike out “not later than forty-five days” and insert 
“as soon as practicable’. 

Page 8, strike out all after line 23 over to and including line 2 on 
page 9 and insert: 


(a) The cards shall be approximately nine and one-half by four and one-eighth 
inches in size. 


Amend the title so as to read: 


An Act making recommendations to the States for the enactment of legislation 
to — and assist Federal personnel, including members of the Armed Forces, 
and their families, to exercise their voting franchise, and for other purposes. 


PURPOSE OF THE BILL 


H. R. 4048 would repeal certain provisions of the United States 
Code relating to the method of voting by land and naval forces and 
affiliated personnel who are absent from their place of residence. 

It would enact in place of existing statutes on the subject a formal 
congressional recommendation to the several States to provide a 
framework through which the armed services and various other dis- 
located personnel might be enabled to exercise their voting franchise 
notwithstanding absence due to Federal employment or other occupa- 
tions specified in the bill. 

Most ham ong feature of the laws to be repealed by H. R. 4048 is 
the Federal edict that in time of war no member of the Armed Forces 
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shall be denied the right to vote by virtue of failing to comply with 
registration and other requirements usually applicable to State voter 
qualifications. The constitutionality of this fiat was never tested, 
and H. R. 4048 proposes to leave to the States their historic privilege 
of determining certain voting qualifications. Half of the States 
presently have franchise regulations under which the recommendations 
of this bill may operate. . R. 4048 is directed to the other half. 

The bill makes recommendations to the several States. It urges 
the States to cooperate with the machinery to be created by title II of 
the bill, to the end that all facility will be given to the matter of dis- 
seminating election information and ballots, and appropriate safe- 
guards established to prevent fraud. H. R. 4048 also recommends 
extension of the franchise under these conditions to civilian employees 
of the United States in all categories serving outside the territorial 
limits of the several States. This is in addition to the wives of 
members of the Armed Forces, wives of members of the merchant 
marine, and wives of civilians outside the United States officially 
attached to and serving with the Armed Forces. 

Title II authorizes the President to designate the head of any 
executive department or agency to act as the representative of the 
executive branch to coordinate and facilitate such actions as may 
be required to discharge Federal responsibilities. It is presumed that 
the President will designate the Secretary of Defense for this important 
responsibility, since that Department has more total personnel abroad, 
or away from voting residence, than any other executive department 
or agency. 

Your committee recommends early action on this important 
proposition. Although the provisions to be enacted by the bill 
generally will not apply to any elections until 1956, recommendations 
to the various States will be of no benefit even for those elections if 
H. R. 4048 is not enacted in time to be communicated to the 44 State 
legislatures which are sitting or will sit during the first few months 
of 1955. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets): 


ACT OF SEPTEMBER 16, 1942, AS AMENDED 
CAN ACT 


(To provide for a method of voting, in time of war, by members of the land and naval forces absent from the 
place of their residence. 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


{TITLE I 
[sPecIau METHOD OF VOTING IN TIME OF WAR 


[Section 1. In time of war, notwithstanding any provision of State law relating 
to the registration of qualified voters, every individual absent from the place of 
his residence and serving in the land or naval forces of the United States, including 
the members of the Army Nurse Corps, the Navy Nurse Corps, the Women’s 
Navy Reserve, and the Women’s Army Auxiliary Corps, who is or was eligible to 
register for and is qualified to vote at any election under the law of the State of 
his residence, shall be entitled, as provided in this Act, to vote for electors of 








——_— S-._ 


nt 
vill 
ns 
if 
ite 


ths 


use 
To- 
| is 


n the 


es of 


iting 
ce of 
ding 
nen’s 
le to 
te of 
rs of 


THE FEDERAL VOTING ASSISTANCE ACT OF 1955 3 


President and Vice President of the United States, United States Senators, and 
Representatives in Congress. 

Sec. 2. No person in military service in time of war shall be required, as a 
condition of voting in any election for President, Vice President, electors for 
President or Vice President, or for Senator or Member of the House of Repre- 
sentatives, to pay any poll tax or cther tax or make any other payment to any 
State or political subdivision thereof. 

(Sec. 3. Nothing in this Act shall be deemed to restrict the right of any member 
of the Armed Forces of the United States or of any other person to vote in accord- 
ance with the law of the State of his residence. 


CTITLE Il 
[RECOMMENDATIONS TO THE STATES 


[Sec. 201. The Congress hereby expresses itself as favoring, and recommends 
to the several States the immediate enactment of, appropriate legislation to 
enable each person absent from the place of his residence and serving in the armed 
forces of the United States or in the merchant marine of the United States, or 
who is a civilian outside the United States officially attached to and serving with 
the armed forces of the United States, who is eligible to vote in any election dis- 
trict or precinct, to vote by absentee ballot in any primary, special, or general 
election held in his election district or precinct; and in order to afford ample 
opportunity for such persons to vote for Federal, State, and local officials and to 
utilize the absentee balloting procedures of the various States to the greatest 
extent possible, the following provisions are enacted. 

(Sec. 202. (a) It is recommended that the several States, in order to avoid 
expense, duplication of effort, and loss of time, shall accept, as applications for 
absentee ballots under such States’ absentee balloting laws, as applications for 
registration under such States’ election laws, and as sources of information to 
implement State absentee balloting laws, the form of post card (when duly exe- 
cuted by a person to whom this title is applicable) provided pursuant to section 
209 (a) of this title, as amended, or pursuant to section 203 of this title prior to 
its amendment. 

{(b) It is recommended that the several States waive registration of the persons 
to whom this title is applicable who, by reason of their service, have been deprived 
of an opportunity to register. 

[E(c) It is recommended that the States make provision for persons eligible to 
register and qualified to vote, who have been Lesembie discharged from the 
armed forces too late to register at the time when, and at the place where, regis- 
tration is required, to vote at the election next ensuing after their discharge. 

(Sec. 203. (a) It is recommended that the secretary of state of each of the 
several States, upon receipt of any such post-card application, promptly forward 
it to the proper county, city, or other election official or officials in order that the 
request for an absentee ballot may be acted upon as expeditiously as possible. 

(b) It is recommended that the several States cooperate, to the end that 
county, city, or other election officials be authorized and instructed, upon receipt 
of an application made upon such a post card, to mail promptly to the voter 
making the application, if legally permissible under the laws of the State, a suitable 
absentee ballot, including therewith a self-addressed envelope for the use of the 
voter in returning the ballot and any instructions to govern the use of such 
ballot and envelope. 

[Sec. 204. (a) It is reeommended, so that the envelope in which the ballot is 
sent to a person to whom this title is applicable, and the envelope supplied for 
the return of the ballot, may be identified by the Post Office Department and 
other authorities as carrying an election ballot, that there be printed across the 
face of each such envelope two parallel horizontal red bars, each one-quarter inch 
wide, extending from one side of the envelope to the other side, with an intervening 
space of one-quarter inch, the top bar to be one and one-quarter inches from the 
top of the envelope, and with the words ‘‘Official Election Balloting Material— 
Via Air Mail”, or similar language as prescribed in State law, between the bars; 
that there be printed in the upper right corner of each such envelope, in a box, 
the words ‘Free of U. S. Postage, Including Air Mail’’; and that all printing on 
the face of each such envelope be in red. It is also recommended that there be 
printed in.red in the upper left corner of each State ballot envelope an appropriate 
inscription or blanks for return address of sender (State or local election officials, 
or voter, as the case may be). 





oom o- 
A 
——sn ee oe ee 













4 THE FEDERAL VOTING ASSISTANCE ACT OF 1955 








{(b) It is recommended, in order to minimize the possibility of physical adhe- 
sion of State balloting material, that the gummed flap of the State envelope sup- 
plied for the return of the ballot be mig sano by a wax paper or other appropriate 
protective insert from the remaining balloting material, and, because such inserts 
may not prove completely effective, that there also be included in State voting 
instructions a procedure to be followed by absentee voters in instances of such 
adhesion of the balloting material, such as a notation of the facts on the back of 
any such envelope, duly signed by the voter and witnessing officer. 

{(c) It is recommended, in order to minimize action necessary to be taken by 
the voter and to assure legible and proper address, that each envelope supplied for 
the return of a State absentee ballot be preaddressed by State or local election 
Officials insofar as possible 

{(d) It is recommended that the several States, in order to minimize costs and 
promote speed in the transporting of absentee voting material being sent to per- 
sons to whom this title is applicable, reduce in size and weight of paper, as much 
as ible, — ballots, and instructions for — procedure. 

Src. 205. (a) It is recommended that, in the case of States in which no pro- 
vision is made, either on the envelope or separately, for sending with the absentee 
ballots a printed form to be used by a voter for the purpose of establishing his 
legal right to vote, appropriate action be taken to have printed and enclosed with 
absentee ballots mailed in response to applications received on the post cards 
hereinbefore referred to, a form for the signature and oath or affirmation of the 
voter; and it is suggested that a form substantially as follows would be appropriate 
for such purpose: 


{OATH OF ELECTOR FOR VOTING IN THE......................... 
ELECTION TO BE HELD ON .............-. » 49... 


[I do hereby swear (or affirm) that— 
Ea I am a citizen of the United States; 




























(2) The date of my birth was -...........---..-.- . 
fh PON ew aeens years preceding this election my home (not military) 
TORIIIIES WIE. Hs bi ota ca oe candice nee cdcauniieeancanena 


ee ee ee ee ee ee ee ee ee ee eee eee 


ee ee es eee eee ee Re He eee 


(County) 






(C(State) 






((4) I am serving (check appropriate blank) — 
(a) in the armed forces of the United States__......- en ad 
(b) in the merchant marine of the United States__-_._-- ( 






(c) as a civilian outside the United States officially at- 
tached to and serving with the armed forces of the 
RI GOE TONOONS 2005 Se ea see Sele ( ); and 
([(5) I have not voted and do not intend to vote in this election at any address 
other than the above; and that I have not received or offered, do not 
expect to receive, have not paid, offered, or promised to pay, contrib- 
uted, offered, or promised to contribute to another, to be paid or used, 
any money or other valuable thing as a compensation or reward for the 
giving of a vote at this election, and have not made any promise to 
influence the giving or withholding of any such vote. 













(Voter must write his usual signature here and 
oath must be administered and attested. 


[Subscribed and sworn to before me this -......... day of_....-.-.-- 







(Commissioned or warrant officer, noncommis- 
sioned officer not below the rank of sergeant, or 
petty officer, or other person authorized to ad- 
minister and attest this oath, shall write his 

name here. 










(Officer or other person signing above shall print 
his rank, rating, or title clearly here. 

[(b) It is recommended, with respect to oaths required by State law in con- 
nection with applying for and voting by State absentee ballot by persons to 
whom this title is 9 DER, that the States authorize such oaths to be admin- 
istered and attested by any commissioned or warrant officer, noncommissioned 
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officer not below the rank of sergeant, or petty officer, in the armed forces of the 
United States or any member of the merchant marine of the United States desig- 
nated for this purpose by the Administrator of the War Shipping Administration. 

[Sec. 206. (a) It is recommended that there be included in State voting instruc- 
tions for persons to whom this title is applicable an express instruction, if legally 
permissible under the laws of the State, to the effect that the absentee voter, in 
marking his ballot, may use — n, crayon, or any other suitable method for 
indicating his intention, and that States, the existing laws of which would be 
violated by compliance with such an instruction, cause necessary changes to be 
made in their election laws. 

[(b) It is recommended that State voting instructions be expressed in simple 
terms and not by use of words of the statute alone. 

(Sec. 207. It is recommended that in States where the absentee ballot will 
not be available for mailing to persons to whom this title is applicable at least 
forty-five days prior to any primary, general, or special election, such States 
cause to be made such changes in the election laws of their States as will lengthen 
such time. 

[Sxec. 208. It is recommended that each secretary of state furnish by registered 
mail to the Secretary of War, the Secretary of the Navy, the Secretary of the 
Treasury, and the Administrator of the War Shipping Administration, at least 
ninety days in advance, information as to primary, specisl, and general elections 
within the State at which persons to whom this title is applicable may vote by 
absentee ballot. The information furnished by the secretaries of state should 
contain substantially the following: 


2. Type of election (general, special, or primary) 
3. Name or names of governmental units to which it applies 
th Oh Oe he OE aie CC 
{(b) Constitutional amendments or other proposals to be voted upon 


3 I OU NO a a ae eg 


a 


eee eee eee LTE LE ELE 


{5. Which of the following may vote at this election: 

(a) Members of the armed forces 

(b) Members of the merchant marine 

(c) Civilians outside the United States officially attached to and serv- 

ae UD GN CONG nici id Co re Saba gta diieeiasdcudnin 

[6. (a) From which of the following is the Federal post-card application accept- 
able as an application for a ballot: 

fs Memoere of the armed forces ...~ 2... ec ccc cccccoccu 


(2) Members of the merchant marine 

(3) Civilians outside the United States officially attached to and 

serving with the armed forces ___......_..._-..-..----.-. 

{(b) What action is it necessary for the applicant to take if the post card is 
not acceptable as an application 


7. Earliest date State will receive application _......--. 
8. Earliest date the ballot will be mailed 
9. Last day ballot may be received back to be counted 
[Secretary of State, 
RUN i seee ican’ 


REMOES case pansene 


[COOPERATION WITH THE STATES 


(Sec. 209. (a) In order to afford an opportunity for persons to whom this title 
is applicable to vote for Federal, State, and local officials and to utilize State 
absentee balloting procedures to the greatest extent possible, the Secretary of War, 
the Secretary of the Navy, the Secretary of the Treasury, and the Administrator 
of the War Shipping Administration, as may be appropriate, shall cause to be 
printed an adequate number of post cards for use in accordance with the provisions 
of this title and shall, wherever practicable and compatible with military or mer- 
chant-marine operations, cause such post cards to be delivered in hand to each 
person absent from the place of his residence and serving in the armed forces of 
the United States or in the merchant marine of the United States, or who is a 
civilian outside the United States officially attached to and serving witb the armed 
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forces of the United States, for use for any general election at which electors for 
President and Vice President or Senators and Representatives in Congress are to 
be voted for, such cards to be made available outside of the United States not later 
than August 15 prior to the election, and within the United States not later than 
September 15 prior to the election. The post cards referred to shall also, wherever 
practicable and compatible with military or merchant-marine operations, be made 
available to such persons at appropriate times for use in general elections other 
than those referred to above and in primary and special elections. 
{(b) Upon one side of the post card shall be printed the following: 
[Secretary of State, or other appropriate official within the State of 
——— [(1) I hereby request an absentee ballot to vote in the coming 
(general) (primary) (special) election. 
C(Strike out inapplicable words) 
{(2) I am a citizen of the United States, serving— 
in the armed forces of the United States 
in the merchant marine of the United States 
as a civilian outside the United States officially attached to 
and serving with the armed forces of the United States... ( 
((3) I was born 
((Day) (Month) (Year) 
[(4) For years preceding the above election my home (not mili- 
tary) residence in the above State has been 
((Street and number or rural route) 
To the best of 
(City, town, or village) (County) 
my knowledge, my voting precinct or district is 
[(5) Mail my ballot to the following service (or merchant marine) address 
{(Must include COMPLETE military, naval, or merchant marine MAIL address; 


include military or naval unit and APO or FPO and Postmaster, for merchant marine 
‘nelude vessel, foreign agent, and port) 


(FILL OUT EVERY ITEM 


[You must both print and 
sign your name 





C(Sign here) 





: : ; [Subscribed and sworn to before me on 
[if this card is used in 
applying for a primary 
ballot (but not other- 
wise), state below choice 
of party: 

_— {(Commissioned or warrant officer, noncommissioned officer not 
below the rank of sergeant, or petty officer, or other person author- 
ized ° administer and attest this oath, writes his name and rank or 
title here) 


{(c) Upon the other side of the post card shall be printed in red the following: 


[Name and complete x ra 
military, naval, or merchant [Free of U. 8. postage 
marine address including air mail 























(OFFICIAL ELECTION BALLOTING MATERIAL— 
VIA AIR MAIL 


Ca aed ee or a 
[Secretary of State of 


((Home State) 
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{£(d) In lieu of and interchangeably with the post cards referred to, the Secre- 
taries of War, Navy, and Treasury and the Administrator of the War Shipping 
Administration may continue to make available, and the persons to whom this 
title is applicable may continue to use, post cards provided under section 203 of 
this title prior to its amendment until the existing supply thereof is exhausted. 

(Sec. 210. (a) It shall, wherever practicable and compatible with military or 
merchant-marine operations, be the duty of the Secretary of War, the Secretary 
of the Navy, the Secretary of the Treasury, the Postmaster General, and the 
Administrator of the War Shipping Administration, as may be appropriate, to 
cooperate with appropriate State officers and agencies in transmitting to and 
from persons to whom this title is applicable, making applications therefor to 
their several States, such absentee ballots, and envelopes to be used in connection 
therewith, as may be provided under the laws of the several States for the use of 
such applicants, and to cooperate in the execution by such applicants of oaths 
in connection with such ballots. 

{(b) The Secretary of War, the Secretary of the Navy, the Secretary of the 
Treasury, the Postmaster General, the Administrator of the War Shipping 
Administration and other appropriate authorities shall, so far as practicable 
and compatible with military or merchant-marine operations, take all reasonable 
measures to facilitate transmission, delivery, and return of post cards, ballots, 
envelopes, and instructions for voting procedure, mailed to and by persons to 
whom this title is applicable pursuant to the laws of the several States, whether 
transmitted by air or by regular mail. Ballots executed outside the United 
States shall be returned by air, whenever practicable and compatible with military 
or merchant-marine operations. 

(Sec. 211. Whenever practicable and compatible with military or merchant- 
marine operations, the Secretaries of War, Navy, and Treasury, and the Admin- 
istrator of the War Shipping Administration, as may be appropriate, shall cause 
to be made available to persons to whom this title is applicable so much of the 
information referred to in section 208 of this title as may be received from a 
secretary of state. 


{TITLE II 
CVOTING SAFEGUARDS 


(Sec. 301. (a) Every individual concerned with the administration of this 
Act shall take all necessary steps to prevent fraud, to protect voters against 
coercion of any sort, and to safeguard the integrity and secrecy of ballots cast. 

{(b) It shall be unlawful for any commissioned, noncommissioned, warrant, 
or petty officer in the armed forces of the United States (1) to attempt to influence 
anv member of the armed forces to vote or not to vote for any particular candidate, 
or (2) to require any member of the armed forces to march to any polling place or 
place of voting, but nothing in this Act shall be deemed to prohibit free discussion 
regarding political issues or candidates for public office. 

{(c) No act done in good faith under this Act by a member of the armed forces 
of the United States, an officer or employee of the War Shipping Administration, 
or a member of the merchant marine of the United States, in the exercise of his 
judgment as to what was practicable and compatible with military or merchant- 
marine operations, shall constitute a violation of any provision of law prohibiting 
offenses against the elective franchise. 


(TITLE IV 
[DEFINITIONS 


Src. 401. As used in this Act— 

(a) The term “secretary of state’ shall include such other official in any 
State wherever an official other than the secretary of state is the appropriate 
meng hevagageg to carry out any function vested in the secretary of state under 
this Act; 

[(b) The term “United States’ used geographically includes only the terri- 
7 limits of the several States of the United States and the District of Columbia; 
an 

{(c) The term “members of the merchant marine of the United States” means 
persons (other than members of the armed forces) employed as officers or mem- 
bers of crews of vessels documented under the laws of the United States, or of 
vessels owned by the United States, or of vessels of foreign-flag registry under 
charter to or control of the United States, and persons (other than members of 
the armed forces) enrolled with the United States for employment, or for training 
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for employment, or maintained by the United States for emergency relief service. 
as officers or members of crews of any such vessels; but does not include persons 
so employed, or enrolled for such employment or for yoann, ited such employ- 
ment, or maintained for emergency relief service, on the Great Lakes or the inland 
waterways. 

[FREE POSTAGE 


(Sec. 402. Official post cards, ballots, voting instructions, and envelopes 
referred to in this Act, whether transmitted individually or in bulk, shall be free 
of postage, including air-mail postage, in the United States mails. 


[ADMINISTRATION 


[Src. 403. The Secretaries of War and Navy shall be responsible for the admin- 
istration of this Act with respect to members of the armed forces and civilians 
outside the United States officially attached to and serving with the armed forees; 
but the Secretary of the Treasury shall be responsible for the administration of 
this Act with respect to members of the Coast Guard who are operating under the 
Treasury Department and civilians outside the United States officially attached 
to and serving with the Coast Guard. The Administrator of the War Shipping 
Administration shall be responsible for the administration of this Act with respect 
to members of the merchant marine of the United States. Any of the officers 
specified above may delegate to one or more of the others, with his or their consent, 
any of his functions under this Act. * 


[SEPARABILITY 


[Sec. 404. If any provision of this Act or the application of such provision to 
any person or circumstance shall be held invalid, the validity of the remainder cf 
the Act and the applicability of such provision to other persons or circumstances 
shall not be affected thereby. 


[act TO BE CONSTRUED LIBERALLY 


[Sec. 405. The provisions of this Act shall be construed liberally in order tc 
effectuate its purposes. ] 
O 
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1st Session No. 61 





PROVIDING FOR THE CONSTRUCTION OF DISTRIBUTION SYSTEMS 
- ON AUTHORIZED FEDERAL RECLAMATION PROJECTS BY IRRI- 
GATION DISTRICTS AND OTHER PUBLIC AGENCIES 





Fepruary 18, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Enate, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 103) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 103) to provide for the construction of dis- 
tribution systems on authorized Federal reclamation projects by 
irrigation districts and other public agencies, having considered the 


same, separ favorably thereon with amendment and recommend 
that the bill do pass. 


The amendment is as follows: 
Page 1, line 4, strike the words “the general provisions of”. 


PURPOSE OF THE BILL 


This bill would permit irrigation water users’ organizations to 
construct irrigation distribution systems authorized as part of Federal 
reclamation projects. The Secretary of the Interior would be author- 
ized to finance such construction by loans to the water users’ organi- 
zations from funds appropriated by the Congress for such construc- 
tion. In other pst this bill would permit substitution of local 
water users’ organizations for the Bureau of Reclamation as the con- 
struction agency for these irrigation facilities. Authorization for 
appropriations of additional funds is not required. 


LEGISLATIVE HISTORY 


Legislation similar to H. R. 103 was introduced in the 83d Congress 
and extended hearings were held thereon. The Department of the 
Interior submitted a taverahie report on that previous legislation and 
the Interior and Insular Affairs Committee of the 83d Congress 
received no testimony in opposition to it. The legislation was unani- 
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mously reported by the committee and was passed by the House. 
H. R. 103 is identical to the bill passed by the House in the 83d 
Congress and, in view of the wide support given the legislation, hear- 
ings were not considered necessary. 


NEED FOR THE LEGISLATION 


It has long been recognized that more active participation by local 
interests in the development of their water resources would be 
desirable. This legislation would encourage such participation by 
local water users’ organizations. The President in his 1956 budget 
message stated: 

To the greatest extent pcssible the responsibility for resource development 
and its cost, should be borne by those who receive the benefits. In many instances 
private interests or State and local governments can best carry on the needed 
programs. 

It is the conclusion of the Interior and Insular Affairs Committee 
that the construction of irrigation distribution systems is a phase of 
the reclamation program which, in many instances, can be assumed 
by local agencies to the benefit of both those agencies and the Federal 
Government. 

This legislation has the enthusiastic support of irrigation districts 
and other water users’ organizations throughout the western reclama- 
tion States and of many State and national organizations interested 
in water-resource development. The administration favors the prin- 
ciple set out in this legislation, as indicated by the report of the Depart- 
ment of the Interior included herein and by the report of the Depart- 
ment of the Interior on similar legislation in the 83d Congress, which 
report had clearance by the Bureau of the Budget. 

Irrigation distribution systems are, for the most part, simple in 
their design and construction. The Interior and Insular Affairs Com- 
mittee of the 83d Congress was given extensive testimony indicating 
that irrigation districts, by making use of local specialized knowledge, 
could design and construct the distribution system features of a 
Federal reclamation project more economically than could the Federal 
Government. Testimony was given that substantial savings could 
be made in the actual construction cost and in incidental costs, such 
as the costs for planning and designing, supervision of construction, 
and overhead. These savings to the local irrigation districts would 
be lost if the districts were to construct the irrigation works by private 
financing as the interest cost added to the construction cost would 
offset the savings. 

Under this legislation, both the local districts and the Federal 
Government would benefit—the local districts through reduced cost 
to be repaid, and the Federal Government through a suving in interest 
as a result of smaller appropriations being required for construction. 


ANALYSIS OF THE BILL 


This legislation would apply only to irrigation distribution systems 
theretofore authorized to be constructed under Federal reclamation 
laws. The bill would permit substitution of the irrigation districts 
or local water users’ organizations for the Bureau of Reclamation as 
the construction agency for these irrigation works, thereby relieving 
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the Bureau of Reclamation of making surveys, preparing plans and 
specifications, and contracting for and supervising the construction. 
e Secretary of the Interior would be authorized to make loans to 
the local water users’ organizations equal to the estimated construction 
cost of irrigation distribution systems from funds appropriated by the 
Congress for the construction of such systems. The loans would be 
made only upon approval by the Secretary of the Interior of the 
plans and specifications for the irrigation facilities to be constructed 
and upon a finding by the Secretary that the loans could be returned 
to the Federal Government in accordance with the repayment pro- 
visions of section 9 (d) of the Reclamation Project Act of 1939. 


REPORT OF THE DEPARTMENT 


The Department of the Interior has submitted its report covering 
H. R. 103 in which it expresses agreement with the purpose set out in 
this bill and recommends enactment after consideration of its suggested 
amendments. The suggested amendments are substantially the same 
as those adopted by the Senate Interior and Insular Affairs Com- 
mittee in the last Congress to the bill identical to H. R. 103 after it 
had passed the House. In the action ordering H. R. 103 reported, 
the Committee on Interior and Insular Affairs rejected the provisions 
embodied in these amendments. One perfecting and clarifying 
amendment has been adopted. The Department’s report follows: 


DEPARTMENT OF THE INTERIOR, 
OFrrice OF THE SECRETARY, 


Washington £5, D. C., February 16, 1955. 
Hon. Cuatr ENGLE, 


Chairman, Com mittee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Enaue: You have asked that this Department furnish you with 
a report on H. R. 193, a bill to provide for the construction of distribution systems 
on authorized Federal reclamation projects by irrigation districts and other public 
agencies. 

if enacted, H. R. 103 would permit this Department to lend to irrigation dis- 
tricts and other public agencies the moneys required for the construction of such 
irrigation distribution systems as it is itself author'zed to construct under the 
Federal reclamation laws. The bill provides that these loans shall be made from 
congressional appropriations which are available for the construction of Federal 
reclamation projects and that they shall be repavable in accordance with the 
terms of section 9, subsection (d), of the Reclamation Project Act of 1939. 

As we advised your committee in our report of April 16, 1954, on H. R. 4397 
and H. R. 5301, 83d Congress, we are in accord with what appears to be the 
principal purpose of such bills as these and H. R. 103—viz, encouraging participa- 
tion by State and local agencies in the development of reclamation projects 
through Federal loans to such agencies. 

H. R. 103, however, omits certain provisions which we recommended in con- 
nection with H. R. 4397 and H. R. 5301. We recommended there, for instance, 
that the bill require that any organization applying for a loan show that it 
already held or could acquire all lands and interests in land needed for its works, 
except lands already owned by the United States and within the administrative 
jurisdiction of this Department, and that the cost of such acquisitions be covered 
otherwise than by a Federal loan or grant. This continues to be our recommenda- 
tion. Such a provision would accord with and fortify our practice of requiring, 
wherever possible, that lands and rights-of-way required for Government con- 
struction of reclamation projects be furnished by local interests. 

We also believe it desirable for the bill to make clear that the cost of examining 
applicants’ proposals and the costs incurred by the Government in making and 
administering loans are to be repayable by the contracting organizations either 
as part of their loans or otherwise, that these organizations are to be charged 
with any other costs incurred by the Government which, if the works were built 
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as a Government undertaking, would be repayable by them, and that they 
are entitled to receive any plans, specifications, and other materials relating to 
their works that the Government may have eet We also recommend, as 
we recommended in connection with H, R. 439 and H. R. 5301, that the bill 
include specific authority for the Secretary to include in any contract written 
under it “such provisions as the Secretary shall deem necessary or proper to 
provide assurance of and security for prompt repayment of the loan.” Finally, 
we believe that it would be useful to include in the bill a provision similar to that 
in section 7 of the draft of measure which accompanied our report on H. R. 4397 
and H. R. 5301. This section provided for making available to applicant organi- 
zations both existent general engineering, economic, and hydrologic information 
and the specific plans, specifications, and other materials which have already been 
mentioned. 

We invite your attention to two problems of language in H. R. 103 which may 
cause it to be more restricted in its usefulness than is intended or than is called for 
in the circumstances. H.R. 103 speaks (p.1, lines 3 to 5) of ‘‘irrigation distribution 
systems authorized to be constructed under the general provisions of the Federal 
reclamation laws.’’ It also speaks (p. 1, line 6, and elsewhere) of construction by 
“irrigation districts and other public agencies.’’ In view of the many projects 
authorized by special act of Congress, it would be well, we believe, to consider 
striking the words “‘the general provisions of” in the expression first quoted above. 
If this change is made, it will avoid any question that might otherwise arise with 
respect to the relation between this bill and reclamation projects which are 
specially authorized by the Congress. Similarly, it is our suggestion that for the 
term “irrigation districts and other public agencies” there be substituted some 
such word as “organization” and that this be defined as ‘“‘States or departments, 
agencies, or political subdivisions thereof or conservancy districts, irrigation 
districts, water users’ associations, or similar organizations which have capacity 
to contract with the United States under the Federal reclamation laws.” 

We recommend that, after consideration of the amendments suggested above, 
H. R. 103 be enacted. 

Since I am informed that there is a particular urgency for the submission of the 
views of this Department to your committee and in view of the special request of 
the chairman of the Subcommittee on Irrigation and Reclamation, this report is 
being submitted prior to clearance through the Bureau of the Budget. e are, 
therefore, not in a position at this time to advise you concerning the relation of 
H. R 103 or of the views expressed in this report to the program of the President. 

Sincerely yours, 
Frep G, AANDARL, 
Assistant Secretary of the Interior. 


RECOMMENDED ACTION 


The Committee on Interior and Insular Affairs unanimously recom- 
mends that H. R. 103 be enacted. 
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CONSIDERATION OF H. R. 4048 





Fesrvuary 18, 1955.—Referred to the House Calendar and ordered to be printed. 





Mr. O’Nett1, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 149] 


The Committee on Rules, having had under consideration House 


Resolution 149, report the same to the House with the recommendation 
that the resolution do pass. 


O 


55008 





: 
| 














1st Session 


84TH CoNGRESS t HOUSE OF REPRESENTATIVES | Reporr 


No. 63 








CONSIDERATION OF H. R. 3952 





Fesruary 18, 1955.—Referred to the House Calendar and ordered to be printed. 





Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H., Res. 150] 


The Committee on Rules, having had under consideration House 


Resolution 150, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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No. 64 








AUTHORIZING THE COMMITTEE ON FOREIGN AFFAIRS TO CON- 
DUCT A FULL AND COMPLETE INVESTIGATION OF MATTERS 
RELATING TO LAWS, REGULATIONS, DIRECTIVES, AND POLICIES 
INCLUDING PERSONNEL PERTAINING TO THE DEPARTMENT 
OF STATE AND SUCH OTHER DEPARTMENTS AND AGENCIES 
ENGAGED PRIMARILY IN THE IMPLEMENTATION OF UNITED 
STATES FOREIGN POLICY AND THE OVERSEAS OPERATIONS, 
PERSONNEL AND FACILITIES OF DEPARTMENTS AND AGENCIES 
OF THE UNITED STATES WHICH PARTICIPATE IN THE DEVELOP- 
MENT AND EXECUTION OF SUCH POLICY 





FEBRUARY 22, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Mappen, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 91] 


The Committee on Rules, having had under consideration House 
Resolution 91, reports the same to the House with the recommenda- 
tion that the resolution do pass, with the following amendments: 


Strike all after the resolving clause and in lieu thereof insert the 
following: 


That effective from January 3, 1955, the Committee on Foreign Affairs, acting as 
a whole or by subcommittee, is authorized and directed to conduct a full and 
complete investigation and study of all matters— 

(1) relating to the laws, regulations, directives, and policies including per- 
sonnel pertaining to the Department of State and such other departments 
and agencies engaged primarily in the implementation of United States for- 
eign policy and the overseas operations, personnel and facilities of depart- 
ments and agencies of the United States which participate in the develop- 
ment and execution of such policy; 

(2) relating to the carrying out of programs and operations authorized by 
the Mutual Security Act and to other laws and measures to promote the 
foreign policy of the United States; 

(3) relating to activities and programs of international organizations in 
which the United States participates; 

(4) relating to the effectiveness of United States programs of assistance 
and information; and 

(5) relating to legislation within the jurisdiction of the Committee on 
Foreign Affairs pursuant to provisions of rule XI of the Rules of the House 
of Representatives: 

Provided, hat the committee shall not undertake any investigation of any 


subject matter which is being investigated by any other standing committee of 
the House. 
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The committee shall report to the House (or to the Clerk of the House if the House 
is not in session) as soon as practicable during the present Congress the results 
of its investigation and study, together with such recommendations as it deems 
advisable. 

For the purpose of carrying out this resolution the committee or subcommittee 
is authorized to sit and act during the present Congress at such times and places 
within or outside the United States, whether the House is in session, has recessed, 
or has adjourned, to hold such hearings, and to require, by subpena or otherwise, 
the attendance and testimony of such witnesses and the production of such books, 
records, correspondence, memoranda, papers, and documents, as it deems neces- 
sary. Subpenas may be issued under the signature of the chairman of the com- 
mittee or any member of the committee designated by him, and may be served by 
any person designated by such chairman or member. 


Amend the title so as to read: 


Resolution authorizing the Committee on Foreign Affairs to conduct a full and 
complete investigation of matters relating to the laws, regulations, directives 
and policies including personnel pertaining to the Department of State and such 
other departments and agencies engaged primarily in the implementation of 
United States foreign policy and the overseas operations, persqnnel and facilities 
of departments and agencies of the United Btates which participate in the 
development and execution of such policy. 
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1st Session No. 65 





AUTHORIZING THE COMMITTEE ON INTERSTATE AND FOREIGN 
COMMERCE TO CONDUCT INVESTIGATIONS AND STUDIES WITH 
RESPECT TO CERTAIN MATTERS WITHIN ITS JURISDICTION 





Fepruary 22, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. TrimBxe, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 105] 


The Committee on Rules, having had under consideration House 
Resolution 105, reports the same to the House with the recommenda- 
tion that the resolution do pass, with the following amendments: 


Strike all after the resolving clause and in lieu thereof insert the 
following: 


That effective from January 3, 1955, the Committee on Interstate and Foreign 
Commerce may make investigations and studies into the following matters within 
its jurisdiction— 

(1) the competition among the various modes of transportation, whether 
rail, air, motor, water, or pipeline; the preservation of the inherent advan- 
tages of each mode of transportation; expedition of the operations of the regu- 
latory bodies; the adequacy of the national transportation system for defense 
and for the expanding needs of our growing economy; 

(2) the allocation of channels to radio and television stations; educational 
television; subscription and theater television; the administration by the 
Federal Communications Commission of the statutes which it administers; 

(3) the treatment of nonscheduled and feeder air line carriers; improve- 
ments to air safety; the restrictions placed on American air carriers which 
impede the free flow of commerce; rates and continuance of subsidy pay- 
ments; airport construction, and hazards of adjacency to airports; con- 
demnation of air space; aircraft and airline liability; 

(4) the adequacy of the protection to investors afforded by the disclosure 
provisions of the Securities Acts measured in terms of the purposes intended 
and the practice in distribution and underwriting; the adequacy of the 
protection to investors in investment companies; the adequacy of the current 
protection to customers of broker-dealers; the expediting of the liquidation 
of the work under the Public Utility Holding Company Act in the simplifi- 
cation and integration of utility holding companies; 

(5) the availability and adequacy of petroleum, natural gas, and electric 
energy resources for defense and the expanding needs of our growing economy; 
the development of synthetic liquid fuel processes; the expediting of rate 
cases; 

(6) advertising generally, fair competition, and the administration of 
such statutes administered by the Federal Trade Commission; 
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(7) research in weather, including air pollution and smog; artificially 
induced weather, and the sovereignty of a cloud; 

(8) the effects of inflation upon the benefits provided under railroad 
retirement and railroad unemployment provisions; inequities in provisions of 
the statutes relating thereto, with comparison of benefits under the social 
security system; and the operations of the Railroad Retirement Board; 

(9) provision for medical care; the adequacy of supply of hospitals, treat- 
ment centers, nursing homes, medical personnel and medical teaching facili- 
ties; research into human disease; the operations of the Public Health Service, 
and of the Food and Drug Administration; 

(10) research in the basic sciences being undertaken by the National 
Science Foundation; 

(11) disposition of funds arising from the operation of the Trading With 
the Enemy Act; and 

(12) the current and prospective consumption of newsprint and other 
papers used in the printing of roe rye magazines, or such other publica- 
tions as are admitted to second-class mailing privileges; the current and 
prospective production and supply of such papers, factors affecting such 
production and supply, and possibilities of additional production through the 
use of alternate source materials: 

Provided, That the committee shall not undertake any investigation of any subject 
which is being investigated by any other standing committee of the House. 

For the purposes of such investigations and studies the committee, or any 
subcommittee thereof, may sit and act during the present Congress at such times 
and places within or outside the United States, whether the House is in session, 
has recessed, or has adjourned, to hold such hearings, and to require, by subpena 
or otherwise, the attendance and testimony of such witnesses and the production 
of such books, records, correspondence, memorada, papers, and documents, as it 
deems necessary. Subpenas may be issued under the signature of the chairman 
of the committee or any member of the committee designated by him, and may 
be served by any person designated by such chairman or member. 

The committee may report to the House at any time during the present Congress 
the results of any investigation or study made under authority of this resolution, 
together with such recommendations as it deems appropriate. Any such report 
shall be filed with the Clerk of the House if the House is not in session. 


Amend the title so as to read: 


Resolution to authorize the Committee on Interstate and Foreign Commerce 
to conduct investigations and studies with respect to certain matters within its 
yurisdiction. O 
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Ist Session No. 66 








ONE AND ONE-HALF BILLION DOLLARS INCREASE IN 
FHA MORTGAGE INSURANCE AUTHORIZATION 





Feprvuary 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Spence, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


{To accompany H. J. Res. 202] 


The Committee on Banking and Currency, to whom was referred 
the joint resolution (H. J. Res. 202) to amend the National Housing 
Act, as amended, having considered the same, report favorably 
thereon without amendment and recommend that the joint resolu- 
tion do pass. 

PURPOSE OF THE JOINT RESOLUTION 


Present estimates indicate that the FHA insurance authorization 
will be used up sometime next month. The purpose of this joint 
resolution is to increase the existing insurance authorization by $1.5 
billion to enable the FHA residential mortgage insurance programs 
to continue until your committee and the Congress, in the regular 
general housing bill which will be considered later this session, deter- 
mines the insurance authorization which will be required by FHA 
during the fiscal year 1956. The increase provided by this joint 
resolution is not an appropriation, but an authorization to enter 
into a stated dollar amount of insured mortgage contracts. Present 
estimates indicate that the additional insurance authorization pro- 
vided in the joint resolution would carry the FHA insurance pro- 
grams at current volume into July or August of this year. 


GENERAL STATEMENT 


The Housing Act of 1954 (Public Law 560, approved August 2, 
1954) amended the general insurance authorization under section 217 
of the National Housing Act to provide that the aggregate amount of 
principal obligations of all FHA mortgages which may be insured and 
outstanding at any one time under insurance contracts or commit- 
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2 INCREASE FHA MORTGAGE INSURANCE AUTHORIZATION 


ments to insure pursuant to any section or title (except sec. 2, home 
repair loans) shall not exceed the sum of (a) the outstanding principal 
balances, as of July 1, 1954, of all insured mortgages (without taking 
into account prepayments or delinquencies), (6) the principal amount 
of all outstanding commitments to insure as of July 1, 1954, and 
(c) $1,500 million, except that with the approval of the President such 
amount may be increased by not to exceed $500 million. 

As of July 1, 1954, the outstanding principal balances of mortgages 
insured by the FHA stood at $16.5 billion (the remaining balances of 
$26.6 billion of mortgage insurance written by the FHA since its 
creation in 1934) while commitments to insure mortgages were out- 
standing in the amount of $2.3 billion. Upon passage of the Hous- 
ing Act of 1954 the FHA mortgage insurance authorization therefor 
stood at $20.3 billion and became $20.8 billion on December 28, 1954, 
when the President approved use of the additional $500 million of 
insuring authority. 

This $20.8 billion of mortgage insuring authority is set up on a 
revolving basis so that as mortgages are paid down or paid off or 
commitments expire a corresponding amount of mortgage insuring 
authority again becomes available to the FHA. At the present time 
amortization payments and insured mortgage terminations are running 
at about $100 million a month while the pickup in insuring authoriza- 
tion from expiration of commitments approximates 125 to 150 million 
dollars a month. Over the course of a year, therefore, from 2.7 to 3.0 
billion dollars of insuring authority becomes available for use from the 
rollover in FHA operations within the maximum mortgage insuring 
limitation of $20.8 billion. 

The peak year in FHA mortgage insuring activity coincided with the 
peak year in new housing starts, namely, 1950. In that year new 
permanent nonfarm dwelling starts totaled 1,396,000 units. In 1950 
the FHA received mortgage insurance applications covering 809,082 
dwelling units, of which 627,927 units or 77 percent involved new 
construction. The FHA issued commitments for the insurance of 
684,560 units, of which 77 percent represented new construction. The 
FHA wrote mortgage insurance on 506,125 units in a total amount of 
$3,649,048,000. At the average mortgage amount of $7,200 the dollar 
volume of activity in commitments approximated $4.9 billion and the 
dollar volume in applications approximated $5.8 billion. 

The year 1954 was the second best year in new housing starts, the 
total being 1,215,000 units. New housing starts recently have been 
running at a seasonally adjusted annual rate of 1.4 million units. 
Such a high level of activity in new housing starts in itself would sug- 
gest a high level of activity in FHA insuring operations in 1955 but 
there are also other factors that should be taken into consideration. 
The average size of mortgage insured of $7,200 in 1950 compares with 
the average size of mortgage insured in 1954 of $8,660. The increase 
in average size of mortgage could reflect a number of factors such as 
difference in price level, difference in size of the unit, and difference in 
ratio of loan to value. Another factor which is of importance in 
projecting FHA activity is its again expanding operations with respect 
to insuring mortgages on existing dwelling units. While insurance of 
mortgages on existing dwelling units has always been an important 
part of FHA insuring activity of mortgages on 1- to 4-family houses 
(roughly 52 percent on new and 48 percent on existing housing) in the 
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period following World War II, the major overall mortgage insuring 
activity of the FHA was in connection with the construction of new 
dwelling units. For instance, in 1950 approximately 77 percent of 
the mortgage insurance commitments issued by FHA covered the 
construction of new dwelling units. The Housing Act of 1954 pro- 
vided more liberal terms for the insurance of mortgages, particularly 
with respect to existing construction, and these new provisions appear 
to be attracting increased interest among lenders and buyers to the 
existing housing market. The Housing Act of 1954 became law on 
August 2. In the first 7 months of 1954 applications to FHA for 
existing housing mortgage insurance accounted for 32 percent of the 
overall number of dwelling units on which mortgage insurance appli- 
cations were filed. In the remaining 5 months of the year applications 
in connection with existing dwelling units accounted for almost 47 
percent of the overall mortgage insurance applications to FHA. Dur- 
ing the last 6 months of 1954 applications to FHA covering mortgage 
insurance on existing dwelling units were at the highest level for any 
half-year period in the history of FHA. In view of the high level of 
new home construction activity, increase in the average amount of an 
FHA insured mortgage, and the apparent increasing activity of the 
FHA in the existing housing field, it would appear that the FHA in 
1955 will be operating at near record levels. 

In the 6 months ended with December of last year, the net use of 
FHA insurance authorization approximated $1.4 billion. At the end 
of that period there remained an estimated unused authorization of 
$603 million which was further reduced to an estimated $393 million 
as of January 31 of this year. In the period from September of last 
year to the end of January of this year, net use of the authorization 
averaged $260 million per month. Taking into account a normal 
seasonal increase in applications for mortgage insurance during the 
spring months and also allowing for some increase in expiration of 
commitments, the FHA Commissioner estimates the additional net 
use of insurance authorization will amount to slightly over $1 billion 
by June 30 of this year. 

House Joint Resolution 202 would increase the insurance authori- 
zation available to FHA by $1.5 billion. This increase, together with 
the estimated $393 million available at the end of January, would pro- 
vide an aggregate authorization of $1,893 million or about $630 million 
over estimated net requirements to June 30 of this year. Such excess 
would provide a reserve margin in insurance authorization against 
a possible greater volume of FHA activity than anticipated. The 
wide swing in FHA activity is apparent from the following record of 
number of housing units in applications for mortgage insurance re- 
ceived by FHA during 6-month periods over the past 5 years: 


Dwelling units in FHA applications 














Year lst 6 months | 2d 6 months Total 
ete Ly CRE FRE ST EGC Rae Teich eae Aaa 513, 486 295, 596 , 
ERE a SAE CIO epee nets ee 232, 646 184, 793 417, 439 
ERR id AR EL, PEE NE AE EY IRI ET 251, 345 277, 834 529, 179 
CEES SE EES EL PS RG RE END ne 310, 747 196, 815 507, 562 
RS LE ET SRO ET Sa Ne 293, 014 329, 860 622, 874 
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Measured in terms of applications received by the FHA for mort- 
gage insurance it will be noted from the above table that activity in 
the last 6 months of last year exceeded that of any other last 6-month 
period over the past 5 years. 

It may be noted that the FHA programe of mortgage insurance 
reflect a volume of activity dependent on the desires of builders, 
lenders, and home buyers. It is they who activate the use of any 
mortgage insurance authorization granted and until there is demand 
for its use the insurance authorization lies dormant. Continued 
FHA mortgage insuring activity at present levels clearly indicates 
that later this year a further increase in the insurance authorization 
will be required to permit the FHA to meet the demands placed upon 
it for mortgage insurance in fiscal year 1956. Such being the case, 
the excess or reserve of authorization now made available for the 
period to June 30, 1955, would remain for use in fiscal 1956. Measured 
in terms of probable use the indicated excess of insuring authority 
to June 30, 1955, would carry FHA insuring operations about 2 montlis 
into fiscal year 1956. When the committee considers general housing 
legislation it will deal with the problem of providing FHA appropriate 
additional insurance authorization for use in fiscal year 1956. 






















CHANGES IN EXISTING LAW 











In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the joint resolu- 
tion, as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 







Nationat Hovusine Act, as AMENDED 


* * * * * * ~ 


Sec. 217. Notwithstanding limitations contained in any other section of this 
Act on the aggregate amount of principal obligations of mortgages or loans which 
may be insured (or insured and outstanding at any one time), the aggregate 
amount of principal obligations of all mortgages which may be insured and out- 
standing at any one time under insuraice contracts or commitments to insure 
pursuant to any section or title of this Act (except section 2) shall not exceed the 
sum of (a) the outstanding principal balances, as of July 1, 1954, of all insured 
mortgages (as estimated by the Commissioner based on scheduled amortization 
payments without taking into account prepayments or delinquencies), (b) the 
principal amount of all outstanding commitments to insure on that date, and 
(c) [$1,500,000,000, except that with the approval of the President such aggre- 
gate amount may be increased by not to exceed $500,000,000] $3,500,000,000. 

It is the intent and purpose of this section to consolidate and merge all exist- 
ing mortgage insurance authorizations or existing limitations with respect to any 
section or title of this Act (except section 2) into one general insurance authoriza- 
tion to take the place of all existing authorizations or limitations. 

* * * * * 
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REPEAL SECTION 348 OF AGRICULTURAL ADJUSTMENT 
ACT OF 1938, AS AMENDED 





Feprvary 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cootey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 1573] 


The Committee on Agriculture, to whom was referred the bill (H. R. 
1573) to repeal section 348 of the Agricultural Adjustment Act of 1938, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The purpose of this bill is to repeal section 348 of the Agricultural 
Adjustment Act of 1938, as amended by section 311 of the so-called 
Agricultural Act of 1954. The present language of this section pro- 
hibits the making of agricultural conservation program payments to 
any farmer who “knowingly harvests” any basic commodity in excess 
of his acreage allotment. 

Prior to 1954, section 348 of the 1938 act had applied only to cotton 
and had declared ineligible for ACP payments any cotton farmer who 
“knowingly overplanted” his allotment. Since there are no acreage 
allotments on cotton except when marketing quotas are in effect, and 
since the quota provisions themselves are an effective deterrent to 
overplanting, the provision was largely unnoticed and seldom used. 

The section applying this ceincinls to all basic commodities was put 
into the 1954 act in conference. There was no comparable provision 
in the House bill. Its adoption by the conferees, and subsequently by 
both Houses, brought about some entirely new, and to some extent 
unexpected, difficulties and conflicts. 

In order to conform to existing law relating to several basic com- 
modities, the section had to be made to apply to “acres harvested,” 
instead of “acres planted.” Several of the allotment and quota 
provisions relating to basic commodities specifically contemplate the 
planting of acreage in excess of the farm acreage allotment if the excess 
acres are not harvested in the usual manner but are used for hay, 
forage, or similar purposes. 
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Apparently, however, changing the application to “harvested acres” 
has not eliminated the difficulties but has, instead, multiplied the 
conflicts and the problems of administration. 

For one thing, strict interpretation of the provisions of the section 
would seriously retard the agricultural conservation program. This 
program for any particular year is usually planned almost a year in 
advance and is authorized by Congress on that basis. The practices 
which will be approved for payment are normally determined prior to 
the beginning of the calendar year and soon after the beginning of the 
year farmers are invited to sign up for the program and begin to carry 
out the practices. Normally, they are eligible for payment for these 
practices as soon as they have been carried out or as soon as the 
materials have been purchased, and ordinarily all payments have been 
made by the end of the fiscal year on June 30. 

If, in strict compliance with the terms of the section, a farmer 
must wait until he can certify that he has not harvested a crop in 
excess of his allotment, payment can frequently not be made until the 
following year, because in some areas some crops are still being 
harvested at the year’s end. 

Section 348, as amended, which would be repealed by this bill, is 
in direct conflict with the spirit of several provisions of the acreage- 
allotment and marketing-quota laws, and with at least two other pro- 
visions of the 1954 act itself. 

The wheat-marketing-quota law provides, for example, that any 
farmer (whether he has a wheat allotment or not) may plant and 
market up to 15 acres of wheat without becoming subject to the 
marketing-quota provisions. It is the clear intent of this provision 
of law to permit farmers in areas where wheat is not a major com- 
mercial crop to plant a small acreage as a nurse crop or cover crop, or 
for feed on the farm, without penalty. Section 348, as amended, 
however, would penalize them by denying them any benefit from the 
agricultural conservation program unless they did comply with acre- 
age allotments. 

Section 309 (b) of the 1954 act exempts from the wheat marketing 

uota law wheat produced in any State where the acreage allotment for 
the marketing year is 25,000 acres or less. The purpose of this pro- 
vision is to liberalize the marketing quota law so as to eliminate 
useless administrative action and to permit growers in the noncom- 
mercial areas (most of whom produce only for use on the farm and 
send no wheat whatever into commercial channels) to produce wheat 
without regard to marketing quotas. Section 348, however, would 
require administrative action such as this provision seeks to eliminate 
and make the control law stricter, instead of more liberal. 

Section 304 of the 1954 act repealed the authority for marketing 
quotas on corn, permitting the growing of corn in excess of acreage 
allotments with no penalty other than the loss of eligibility for price 
support. Section 348, however, would add a new penalty—loss of 
ACP payments. 

In addition, the committee believes that this short experience with 
section 348 of the 1938 act, as amended, has demonstrated quite 
clearly that it is wrong in principle. Programs designed to stabilize 
the price and the supply of specific agricultural commodities are and 
should be kept entirely separate from those programs which have as 
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their objective the preservation and improvement of our soil and water 
resources. 

The marketing quota penalties and the loss of price supports in the 
case of acreage allotments have proved sufficient deterrents to over- 
production of those commodities which are accorded price support in 
return for this measure of production control by farmers. Conserva- 
tion programs are designed for the long-range benefit of the Nation as 
a whole. The carrying out of proper conservation measures may 
actually, in many instances, be unprofitable to the farmer who is 
working theland. The objectives of this program are entirely separate 
and different from the objectives of our price support programs and 
should be kept so. 

A large number of similar bills were considered by the committee in 
its hearings on this matter. The bills included: 


H. R. 32, Mr. Berry H. R. 2544, Mr. Avery 

H. R. 461, Mr. Lovre H. R. 3130, Mr. Moulder 
H. R. 1776, Mr. Christopher H. R. 3240, Mr. Abbitt 
H. R. 1832, Mr. Polk H. R. 3312, Mr. George 
H. R. 1859, Mr. Wilson H. R. 3438, Mr, Johnson 
H. R. 2412, Mr. Jones H. R. 3464, Mr. Quigley 
H. R. 2415, Mr. Laird H. R. 3781, Mrs. Knutson 
H. R. 2540, Mr. Albert H. R. 4059, Mr. Deane 


No witnesses appeared at the hearing in opposition to the bill. 
Because of time limitations, the Department of Agriculture was not 
asked to submit a formal report but a representative of the Depart- 
ment testified at the hearing in support of the bills. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the rules of the House of 
Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is ‘printed in italics, and existing law in which no 
change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT AcT oF 1938, as AMENDED 


(Sec. 348. (a) Any person who knowingly harvests any basic agricultural 
commodity on his farm which has been determined by the Secretary to be in 
excess of the farm acreage allotment for such commodity for the farm for such 
year under this title shall not be eligible for any payment for such year under 
the Soil Conservation and Domestic Allotment Act, as amended. 

Eo) Persons applying for any payment of money under the Soil Conservation 
and Domestic Allotment Act, as amended, shall file with the application a state- 
ment of facts showing eligibility under this section.] 
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AUTHORIZING THE PURCHASE, SALE, AND EXCHANGE 
OF CERTAIN INDIAN LANDS ON THE YAKIMA INDIAN 
RESERVATION 





Fespruary 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Eneiz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H, R. 1801] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 1801) to authorize the purchase, sale, and 
exchange of certain Indian lands on the Yakima Indian Reservation, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


H. R. 1801 is designed to provide authority and procedures by which 
landholdings on the Yakima Indian Reservation, Wash., may be con- 
solidated for more efficient utilization. It would vest authority in the 
Secretary of the Interior, with the advice and consent of the Yakima 
Tribal Council, to proceed to use tribal funds for purchase of Indian 
trust lands on the Yakima Reservation in Washington, including those 
in heirship status; in turn the lands could, under this bill, then be sold 
to those Yakima Indians who desire to engage in agricultural pursuits, 
or be used to make exchanges of such lands. 

No expenditure of Federal funds would be required, inasmuch as 
the money needed will be taken from tribal funds now on deposit in 
the United States Treasury. 

H. R. 1801 represents at least a local approach to solution of one of 
the most vexing and historical problems growing out of Federal trustee- 
ship over Indian lands—that of fractionated heirship Indian lands. 


BACKGROUND OF THE HEIRSHIP LAND PROBLEM 


Under long-standing policies and procedures of the Congress and 
Department of the Interior, the Bureau of Indian Affairs—in addition 
55006 
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to its trust responsibility for those lands tribally owned, i. e., com- 
munally owned—has had a parallel responsibility with respect to 
certain individually allotted lands. 

From 1887 until 1934 on most reservations, a policy of allocating, 
or allotting, specifically designated tracts to individual Indians 
was followed. Usually comprising 160 acres, these tracts, or allot- 
ments, have been, and are, held in trust for the benefit and use of 
the original allottees, their heirs or devisees. 

Since most allotments date from many years back, a majority of 
the original allottees are deceased; upon death of the original allottees 
these lands have descended (with attendant subdivision) to the de- 
cedent’s heirs or devisees. Through succeeding generations, con- 
tinuation of this subdividing process has resulted in one of the most 
serious administrative and policy problems faced by the Bureau of 
Indian Affairs and the Congress. 


THE BIMSON REPORT 


In its survey report on the Bureau of Indian Affairs of January 26, 
1954, a special survey team appointed by the Secretary of the Interior 
to study administration of the Bureau, and chairmanned by Walter 
R. Bimson, of Phoenix, Ariz., made detailed observations of the present 
complexity of this problem. 

The Bimson report points out that allotted Indian trust lands, 
according to a tabulation of 1952, totaled 115,130 individual tracts 
of land, which included in excess of 14 million acres in 21 States and 
Alaska. By ownership status, these 115,130 tracts were held as 
follows: 


By EVE OTE MOUNO anes nuacdonscduagecncabsaeanese Kees 43, 537 
9 CES Sine NE ak oS a Se din Si wca Shee Lec SGS Se 16, 919 
Jointly 2: to BF OWRO ons 5 So sihieiiaaciiwk cnkeceeuen Rid iNblee 31, 212 
Joiitiy, G GF UI08S GRIER, Wisco aie woh cae nde seen awnewasence 23, 462 


In short, more than 54,000 such tracts have gone through the process 
of subdivision of ownership as a result of death of the original allottee, 
and are therefore now in heirship status; in Bureau parlance, the 
undivided interests are denominated “fractionated.” 


RESULTS OF FRACTIONATION 


As of today—and as a natural result of the deaths of persons having 
undivided interests in estates—supermultiple ownership is fast be- 
coming the rule rather than the exception. As many as 200 Indians 
may have an interest in a piece of real property having a value of 
relatively few dollars. Difficulty in deciding which such Indian 
should occupy and use the land, let alone improve or develop it, 
stifles or almost precludes utilization; any attempt to consolidate 
ownership in one person (requiring consent of each of the tenants in 
common or joint owners) is economically, if not practically, impossible. 
Probate consequences flowing from this fractionation can perhaps 
best be illustrated by citing 2 examples of many from 1 reserva- 
tion; these examples, though extreme, naturally result from present 
required procedures: 
xample 1: Decedent died in 1891; estate not probated until 1921. 
Approximately 100 pages of testimony were taken, with the report 

















m- 


ng; 
Uns 
ot- 


of 


- of 
00S 
de- 
on- 
10st 
1 of 


r 26, 
rior 
alter 
sent 


inds, 
racts 
and 
d as 


3, 537 
6, 919 
51, 212 
3, 462 
"OCeSS 
ottee, 
», the 


aving 
st be- 
ndians 
lue of 
Indian 
lop it, 
olidate 
ants in 
yssible. 
erhaps 
eserva- 
present 


il 1921. 
report 


AUTHORIZE PURCHASE OF CERTAIN INDIAN LANDS 3 


of the examiner of inheritance including an additional 250 pages. 
In the course of probate, 29 of 58 originally determined heirs had 
died; 25 of the estates of these decedents had been probated as of the 
date of report. Appraised value of estate: $1,200. Cost to Federal 
Government of probate proceedings (not completed as of date of 
report) : $2,400. 

And this: sale of the estate at appraised value would result in some 
heirs receiving as little as $0.016. 

Example 2: In a probated estate, due to the number of heirs in- 
volved, the common denominator used in designating the shares of 
the various heirs was 56,582,064,000; involved was land having an 
annual rental value of $50. 

The interest of 1 heir came to **%o469825 of the annual rental of $50. 
Since checks are not usually written for less than $1, it would take 
1,667 years before this heir’s $1 rental payment would accumulate. 

It is believed the foregoing examples alone serve to point up the 
need for an early solution to the fractional heirship problem. 


INDIAN PROBATE ORGANIZATION—MOUNTING BACKLOG 


To handle the administration of decedent Indians’ trust or restricted 
estates (with the exception of Oklahoma, where some county courts 
have jurisdiction) probate district offices have been established in 
eight cities, with examiners of inheritance and their staffs in such 
offices under direct administrative supervision of the Washington 
office. The appropriation for probate services in fiscal year 1954 was 
$121,930, apart from supplemental funds made available; fiscal year 
1955 funds appropriated increase the amounts available for probate 
services to approximately $145,000. 

At the request of the committee during the 83d Congress, current 
figures were developed for probate activity during fiscal 1953: probate 
personnel concluded 1,241 original cases, and modified 210 modifica- 
tions of prior decisions. In spite of these accomplishments, the close 
of 1953 added 1 more year of retrogression, rather than progress, in 
the probate department. 

Backlog figures for the close of 1952 and 1953, in the probate 
administration of decedent Indian trust or restricted estates, together 
with new cases arising in 1953, and cases disposed of in the same year, 
by district offices were as follows: 




















Lose bw a 
Probate district | Backlog, | New cases, | Concluded, | SOWR Ets | eee sary, | ~ Backlog, 
, 4 necessary, 
headquarters | June 30, 1952 1953 1953 writeup, June 30, June 30, 1953 
June 30, 1953 1953 
Carson City...... 335 328 207 126 240 366 
Billings. ..2....... 159 88 135 88 5 112 
Bismarck......... 241 202 195 18 103 248 
Minneapolis...... 266 221 175 0 312 312 
Phoenix. ......... 621 224 164 38 32 681 
2” BRR 581 144 155 234 336 570 
Portland !__...... 358 314 151 183 lll 521 
Shawnee ?_....... 118 118 59 6 171 177 
Total......- 2, 679 1, 549 1, 241 693 | 1,310 | 2, 987 














' Includes Alaska for statistical purposes. 
* No final figures. 
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As indicated, the case backlog in fiscal year 1953 not only was not 
reduced, but increased by 308. Applying the factor of 1,241 cases 
pe annum indicated bY 1953 accomplishments against the 2,987 back- 
og, it is readily seen that a nearly 2.5 year backlog exists, apart from 
the annual new caseload. Put another way, present personnel have 
been able to dispose of approximately 100 cases per month; if present 
personnel concentrated only on backlog, 30 months’ time would be 
required, while additional new cases accumulated at a rate in excess 
of 100 per month. 


BIMSON REPORT RECOMMENDATION 


The Bimson survey report, after reviewing some of the foregoing, 
recommended: 


It is recommended that the Bureau of Indian Affairs, with cooperation of the 
Congress and the Bureau of the Budget, develop a program to accomplish disposi- 
tion of the backlog of cases involving probate administration of Indian trust and 
restricted property. 

The committee joins the Bimson group, and with them concurs 
wholeheartedly in this observation of the Bureau’s chief counsel in 
summarizing this need [emphasis supplied]: 

Unless administrative, budgetary, or legislative action is taken to correct this 
condition, it gives every indication of becoming progressively worse The 
inordinate delays in the distribution of a decedent Indian’s trust or restricted trust 
estates, which are typically inevitable in their departmental probate, are patently 
unfair to the heirs and devisees. Public protest would compel the probate by State 
courts of the estate of a non-Indian decedent Apart from that fact, these delays 
adversely affect the utilization of Indian lands, as the interests of heirs and 
devisees therein become increasingly fractionated, and increase the Bureau’s 
problems in * * * administration. 

The Bimson report also pointed out that special attention to one 
facet of this problem is indicated: That of consolidating ownership 
of fractionated lands, either by agreement, or by statutory provisions 
similar to those applicable to non-Indian estates where many heirs 
have undivided interests in common real property. 

H. R. 1801 is directly responsive to this need. 


PROBATE ACTIVITIES IN FISCAL 1954 


Following committee hearings on predecessor legislation to H. R. 
1801 in the last Congress, the Secretary of the Interior effected several 
administrative and procedural changes aimed at overcoming the 
probate backlog. With responsibility for supervision of probate 
activities transferred directly to the De artment’s solicitor, a con- 


ference of hearing examiners was held in Denver, Colo., in September 
1954. Asa result, each of the nine regular examiners will be provided 
an additional clerk-stenographer. Four new teams of examiners— 
consisting of 1 examiner and 2 clerk-stenographers—are provided for, 
located at Pine Ridge, S. Dak.; Billings, Mont.; Toppenish, Wash. ; 
and Gallup, N. Mex. 

The table following indicates some progress during fiscal 1954 in 


probate activity; for the period June 30-December 31, 1954, figures 
do not fully reflect accomplishments assured during fiscal 1955 since 
the normal cycle of activity limits the first half of the year almost 
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exclusively to hearings, with decisions and final disposition following. 
Current tabulations follow: 























Backlog, Backlog, Backlog 
Probate district headquarters June 30, 1953 | June 30, 1954 | Dee. 31, 1954 

RE idich cnicbchumkcnbadaiiagndbiibinimbuammemiiedsameaid 112 (') 262 
| ar ES REI PS Se RT 248 229 201 
oC Seennasseuaetecactnetics rimhus a oe 

Inne: Suri dedivesatiednclidiihdempadcaitbdiepivactndsmaihes ddileoeen erie laciuntarieltindsiimedeadines 
— SUstdecaduhsoebbaandbedodinckobdoosdeacceds tabtatwnaae = 3 = s = 

pierre Se EE eS TS I Ce ee aE eT Nee ee eee Let eee ae vi 
Wi ee ee ee ee eee 521 368 4422 
SE tii taenccisncarvenipiniintninkedbsudateegt egetaen 177 120 107 
AES OER ROR IO Fee RE eR 2, 987 2, $49 | 3, 071 
1 No figures. 
2 Estimate. 


* Includes total backlog as of June 30, 1954, of which the figures for the Navaho and San Xavier Agencies 
are based on estimates and are subject to correction as accurate information becomes available. 


4 (a) Includes 69 Alaska cases; (6) does not include Coeur d'Alene and Nes Perce Reservations recently 
transferred from Billings district. 


FRACTIONATED LANDS AND THE PRESENT BILL, H. R. 1801 


Enactment of this legislation is requested by the Yakima Triba 

Council and the Bureau of Indian Affairs. The committee is satisfied 
that it will, locally at least, help solve the extremely complex problem 
of ee heirship land outlined generally in preceding para- 
rraphs. 
: Testimony on H,. R. 1801 established the fact that approximately 
two-thirds of the total of 354,601 acres of land allotted in the past 
to individual Indians on the Yakima Reservation is now in heirship 
status. Approximately one-half of the lands held by heirs of original 
allottees is owned by six or more individuals. Here, as throughout 
the Indian country, the highly fractionated heirship status of these 
lands makes their utilization by any one of the heirs difficult, if not 
impossible. As present heirs die, conditions will become progressively 
worse. 

The Yakima Tribal Council proposes to expend approximately 
$100,000 of their tribal funds annually to purchase allotments in an 
heirship status. Some are in the timbered area of the reservation 
and these would be retained in tribal ownership to round out existing 
tribal holdings which are managed on a sustained-yield basis. Other 
allotments are in an agricultural area and these would be resold to 
individual Indians who wish to engage in farming. 

Consistent with the policy of the committee in related legislation, 
H. R. 1801 contains a prohibition against affecting, with respect to 
taxation, the existing status of any lands, interests, improvements, or 
rights involved. 

Finally, this observation: It does not appear that the Federal Gov- 
ernment should be required—either in fairness to Indian tenants in 
common, or to the taxpayer—to administer, in perpetuity, extremely 
minute estate interests where annual cost of administration far ex- 
ceeds individual income shares. Additional personnel and stepped-up 
procedures for disposing of Indian probate matters, made possible 
through increased appropriations—together with legislation such as 
the bill herewith transmitted to the Congress—all represent a positive 
step in a constructive direction. 
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6 AUTHORIZE PURCHASE OF CERTAIN INDIAN LANDS 


The favorable report of the Department of the Interior on H. R. 
1801 is set forth below in full and further explains the need for this 
proposed legislation: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 8, 19565, 
Hon. Cuarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Eneuie: Your committee has requested a report on H. R. 1801, 
a bill to authorize the purchase, sale, and exchange of certain Indian lands on the 
Yakima Indian Reservation, and for other purposes. 

We recommend that the bill be enacted. 

This bill provides the authority and a procedure for the Secretary of the Interior, 
with the advice and consent of the Yakima Tribal Council, to use tribal funds to 
purchase Indian trust lands on the Yakima Reservation in Washington, including 
those in heirship status, to sell them to those Yakima Indians who desire to engage 
in agricultural pursuits, and to make exchanges of such lands. This consolidation 
of landholdings will improve the economic status of individual members of the 
tribes, and relieve the Bureau of Indian Affairs in a large measure from the cost of 
the management of these lands. The legislation is in accord with the wishes of 
the Yakima Indian Tribes of the Yakima Indian Reservation. 

About two-thirds of the total of 354,601 acres of land, which have been allotted 
to individual Indians on the Yakima Reservation, is now in heirship status. 
Approximately one-half of the lands held by the heirs of the original allottees is 
owned by six or more individuals. The highly fractionated heirship status o/ 
these lands makes their utilization by any one of the heirs difficult, if not im- 
possible. With the deaths of successive generations of heirs, these conditions are 
progressively deteriorating. 

We are informed by members of the Yakima Tribal Council, the tribal govern- 
ing body, and by the Superintendent of the Yakima Indian Agency that the 
tribes desire, over a period of years, to expend approximately $100,000 of their 
tribal funds annually to acquire the allotments in an heirship status. Some of 
the allotments which the tribes plan to purchase are those in the timbered area of 
the reservation. These lands would be retained in tribal ownership to round out 
existing tribal timber holdings which are managed on a sustained yield basis. 
Other allotments which the tribe plans to acquire are those in the agricultural 
area of the reservation. These lands would be resold to the individual members 
of the tribes. Sufficient tribal funds are available to set up a tribal credit fund 
from which loans would be made to individual members to finance their purchases 
of lands from the tribes. 

Recent surveys by the Bureau of Indian Affairs show that there are approxi- 
mately 3,350 members of the Yakima Indian Tribes, for whom the Federal 
Government assumes some responsibility, who live on or near the Yakima 
Reservation. Some 700 Yakima Indians are landless. Although it is unlikely 
that all of the landless Indians would actively engage in agriculture, nevertheless 
many of them, including members returning from the armed services of the 
United States, desire to settle on the land. Others for whom such provision 
should be made include a number of Yakima Indian fishermen and their families 
who now face the loss of their livelihood by the inundation of the Celilo Falls 
fishing site, which wiil be destroyed by the construction of The Dalles Dam in 
the Columbia River. 

The bill would authorize the Yakima Tribes to carry out a sound and con- 
structive program for the improvement of their land economy without Federal 
financing. This program will assist in the eventual assumption by these Indian 
people of the management of their own affairs. The legislation will not result in 
removal of any lands from a taxable status. Section 3 (b) of this bill provides 
that the purchase of land shall not affect its existing status with respect to 
taxation. 

Since we are informed that there is a particular urgency for the submission of 
the views of the Department, this report has not been cleared through the Bureau 
of the Budget and, therefore, no commitment can be made concerning the relation- 
ship of the views expressed herein to the program of the President. 

Sincerely yours, 
Orme Lewis, | 
Assistant Secretary of the Interior. 
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An identical bill passed the House in th 
consent but was not acted on in the Senate before adjournment. 


Enactment of H. R. 1801 is unanimously recommended by the 
Committee on Interior and Insular Affai 
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Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


[To accompany H. R. 4259] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 4259) to provide a l-year extension of the existing corporate 
normal-tax rate and of certain existing excise-tax rates, and to provide 
a $20 credit against the individual income tax for each personal 
exemption, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


I. GENERAL STATEMENT 


The principal features of H. R. 4259 are as follows: 

(1) The bill would provide an additional 1-year extension, from 
April 1, 1955, to April 1, 1956, of the existing 52-percent corporate 
tax rate by continuing the present normal tax rate of 30 percent. 

(2) The bill would teat’ for one additional year, from April 1, 1955, 
to April 1, 1956, existing excise tax rates on certain alcoholic beverages, 
motor vehicles, gasoline, special fuels, and cigarettes. 

(3) The bill would provide a $20 tax credit effective January 1, 
1956, with respect to each personal exemption claimed by a taxpayer. 

It is expected that the extensions of the corporate income-tax rate 
and the excise-tax rates, which were requested by the President and 
which otherwise would be reduced as of this April, will increase rev- 
enues in fiscal year 1955 by about $191 million and in fiscal year 1956 
by about $1,964 million. The $20 tax credit would be effective for 
the calendar year 1956, the year with respect to which the President 
indicated he hoped to make a recommendation for a tax reduction. 
In the fiscal year 1956 the reduction will decrease individual tax lia- 
bility by $815 million. The combined effect of the rate extensions and 
the individual income-tax reduction means a net increase in revenues 
in the fiscal year 1956 of $1,149 million. 
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The individual income-tax reduction granted in this bill is designed 
primarily to aid low-income taxpayers and to balance the stimulants 
provided for investment last year with increased stimulants to con- 
sumer purchasing power next year. It will stimulate the demand for 
consumer products which in turn will increase the market for pro- 
ducers’ goods. 


II. Revenve Errects 


The revenue effects of your committee’s bill for the fiscal years 
1955 and 1956 and also on a full year’s basis are shown in table 1. 
Total receipts in the President’s budget are estimated at $59 billion 
in the fiscal year 1955 and $60 billion for the fiscal year 1956. These 
estimates anticipate revenue of approximately $200 million in fiscal 
year 1955 and approximately $2 billion in fiscal year 1956 to be derived 
from the extension of the present corporate and excise tax rates as 
recommended by the President. Without these recommended ex- 
tensions, receipts under the President’s budget would amount to 
$58.8 billion in the fiscal year 1955 and $57.7 billion in the fiscal year 
1956. Your committee’s bill will increase revenue over that pro- 
vided under existing law in the fiscal year 1955 by $191 million and in 
the fiscal year 1956 by $1,149 million. 

Only the extension of the excise taxes is expected to have any 
effect on budget receipts in the fiscal year 1955. Under existing law 
the excise-tax reductions would be effective for April, May, and June 
in the fiscal year 1955 and the collections for the fiscal year 1955 would 
reflect most of the reductions for these months. The reduction in 
corporate taxes under existing law would not be reflected in receipts 
in fiscal year 1955 because of the lag in corporate tax collections. 
Most of the revenue effect from extending the present corporate 
income-tax rate for 1 year beyond April 1, 1955, would be reflected 
in collections for the fiscal year 1956, but some effect will carry over 
into the fiscal year 1957. The individual income tax reduction result- 
ing from the tax credit of $20 per exemption would be effective in the 
last 6 months of the fiscal year 1956 (i. e., the period from January 1 
to June 30, 1956). It is estimated that individual income taxes 
collected through withholding or under the declaration system will 
be reduced by $815 million for the fiscal year 1956 as a result of this 
provision. The $20 per exemption tax credit will be fully effective in 
the fiscal year 1957. 


TaBLe 1.—Effect of H. R. 4259 on receipts 
{In millions of dollars} 








1956 





Individual income tax $20 credit —815 
Extension of 5 percentage points of corporation norma! tax 0} 1,075 
Extension of certain excise taxes. 889 


Total 191 | 1,149 





























Note.—Floor stock refunds amounting to about $200 million in 1955 and 1956 will be postponed for 1 year 
as a result of extending the above-mentioned excise tax rates. 


Source: Prepared by the staff of the Joint Committee on Interna! Revenue Taxation: 
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REVENUE ACT OF 1955 3 


III. Tax Crepit ror INpIvIDUALS 


Section 4 of your committee’s bill allows to a taxpayer a $20 tax 
credit for each exemption claimed by him with respect to himself and 
any dependents he may have. However, in no case is this tax reduc- 
tion to exceed the tax liability as otherwise determined. In the case 
of a married taxpayer with 2 children, this section provides a tax 
reduction of $80 except where his tax liability is less than that amount, 
in which case his liability would be completely eliminated. A tax- 
payer who qualifies for an extra exemption because he is 65 years of 
age or over or blind will receive an extra $20 credit with respect to each 
such exemption. 

The tax reduction is provided in the form of a credit against the tax 
liability as otherwise computed. To simplify the tax computation for 
those with incomes below $5,000 who use the optional tax table, this 
reduction is reflected in the tax liability as shown in this table. 

The $20 tax credit is to be available with respect to years beginning 
after December 31, 1955. Thus taxpayers on a calendar-year basis 
will receive the reduction provided by this bill for the entire calendar 
year 1956. For taxpayers on a fiscal-year basis this reduction is 
available only with respect to years beginning in 1956. 

A number of technical amendments were required by the addition 
of the $20 credit. These include provision for the allowance of this 
credit in the case of estates (but not trusts), the raising by $100 of the 
requirement for filing declarations of estimated tax for those with more 
than $100 of income not subject to withholding, and provision for the 
prorating of this credit in the case of short taxable years. The $20 
credit also is reflected in the revised withholding tax tables. This 
will mean that the reduction in taxes due to the credit will provide an 
increase in take-home pay effective January 1, 1956. 

Table 2 shows by selected adjusted gross-income classes the num- 
ber of taxpayers under present law and under the bill. It also shows 
by these classes the number of individuals relieved of tax under the 
bill and the amount of the tax reduction and its percentage distribu- 
tion. ‘Table 3 shows the tax burdens for a single person, a married 
couple with no dependents, and a married couple with two dependents 
under present law and under the bill. This indicates the amount 
of tax under present law and the bill for selected income levels, and 
the tax reduction for each level in terms of both dollar amounts and 
percentages. Table 4 shows the effective rates of tax under present 
law and under the bill for selected income levels for a single person 
with no dependents, a married couple with no dependents, and a 
married couple with two dependents. 

Your committee believes that tax relief for individual income 
taxpayers generally, and particularly low-income taxpayers, is needed 
to support an expanding economy. The $20 tax credit is equitable in 
that it benefits all taxpayers and is distributed to every taxpayer 
evenly on a dollar basis with respect to each personal exemption. 
This tax relief will be of particular benefit to those families having 
an adjusted gross income of under $5,000, as indicated in table 2. 

In order to have expanding production we must have increasin 
consumption. The taxpayers in the income class of $5,000 ad 
under, and this group includes the vast majority of our taxpayers, are 
the ones who of necessity must spend most of their income. Tax 
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savings in this area immediately enters the Nation’s spending stream. 
This in turn increases the demand for consumer f° s which results 
in Sreeter production. This type of tax relief will have a sustaining 
and dynamic effect on our economy. 

Your committee is particularly concerned that our gross national 
product declined in 1954 to $357 billion from its 1953 level of $365 
billion. This decline clearly points out the failure of our economy to 
reflect the growth that should result from our increases in population, 
labor force, and productivity. 

Moreover, unemployment was 5 percent of the civilian labor force 
in 1954 as contrasted to only 2.5 percent in 1953. This occurred at 
the same time the average workweek in manufacturing decreased from 
40.5 to 39.7 hours. The administration has made optimistic forecasts 
for the general level of business conditions in 1955. However, it ap- 
pears doubtful that in 1955 we will reach the full employment level 
of 1953 and maintain it thereafter. A tax reduction, effective as of 
the first of next year, however, should lead to higher consumer ex- 
penditures in 1956 and thereafter. 

By granting tax relief to the great bulk of our hard-pressed taxpayers 
who are in the low-income area, the $20 credit will tend to restore 
balance to our tax structure. The balance was distorted last year with 
the enactment of the Internal Revenue Code of 1954, which primarily 
gave relief to businesses and taxpayers in the higher income levels. 

The present administration sponsored this tax relief last year on the 

‘grounds that it was necessary to encourage investment. Statistics 
indicate that these tax incentives for investment have not succeeded 
in halting the decline in investment in plant and equipment. Such 
investment has continued to decline since mid-1953. Your committee 
believes that tax concessions to investment income will not promote 
capital goods expansion unless such concessions are coupled with tax 
relief designed to bolster demand for consumer goods. The $20 tax 
credit will be effective in accomplishing an expanded consumer 
demand. 

The $20 tax credit will make a reality out of the hope expressed by 
the President in his recent budget message, wherein he stated: 

I hope that tax reductions will be so justified next year. If so, I shall recom- 
mend a reduction in taxes to spread the relief fairly among all taxpayers in a way 
which will be the most effective to relieve individual tax burdens and to increase 
incentive for effort and investment. 

Not only does the $20 tax credit make a reality out of this hope, it 
also spreads “‘the relief fairly among all taxpayers in a way which will 
be the most effective to relieve individual tax burdens and to increase 
incentive for effort and investment.” 

The $20 tax credit will insure that those taxpayers referred to by 
the President will be given the relief which he hopes to give them. 
At the same time this relief will expand private spending and tend to 
offset the contractive effect of our economy of reductions in Govern- 
ment expenditures. 

The President’s statement seems also to recognize the fact that in 
order to reestablish a balanced tax-system, relief must be provided 
generally for all individual taxpayers. The relief provided last year, 
as the estimates have indicated and as many taxpayers have by now 

discovered, gave selective relief to high-bracket taxpayers and small 
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taxpayers benefited only in exceptional cases. Low-income families 
who comprise the vast majority of our American taxpayers received 
only a token portion of that tax relief. 

he proposed tax credit will tend to more equally distribute the 
tax burden among the various income classes. 

The tax relief provided last year for corporations had a very sub- 
stantial effect on their profits after taxes. Recent statistics indicate 
that even with declining sales corporate profits have generally in- 
creased. This has meant, in turn. larger payments of dividends to 
shareholders who were also granted tax relief lest year on such income. 

Efforts last year to provide more equitable tax relief almost suc- 
ceeded in the House. It will also be recalled that practically every 
Member of the other body on 1 of 3 separate motions voted for a $20 
tax credit of one kind or another. Your committee believes that these 
actions by the Congress indicated that both Houses recognized even 
last year that general tax relief was desirable. 

It is estimated that the deficit for fiscal year 1956 will be $2.4 billion. 
The $20 tax credit, since it does not become effective until January 1, 
1956, would add approximately $815 million to this estimated deficit, 
making the total $3.2 billion, assuming that there are no reductions in 
expenditures as presently estimated. This total deficit for 1956 
would be $1.3 billion less than the $4.5 billion deficit for fiscal year 
1955, which resulted in part from the tax reductions provided last year. 

Your committee made the $20 tax credit effective January 1, 1956, 
because the President’s budget indicates that the cash budget will 
show a substantial surplus in the last half of the fiscal year 1956, when 
this relief would first become effective. 

On the basis of the foregoing discussion, your committee believes 
that the $20 tax credit, which provides relief fairly for all taxpayers, 
is fully warranted. Should there be a deterioration in world condi- 
tions and it becomes necessary to substantially increase our military 
expenditures, the Congress, as it has done in the past under such 
circumstances, would have to review our entire tax structure to deter- 
mine where additional revenues could be equitably obtained. 
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TaBLeE 2.—Estimated distribution of the number of taxpayers and total tax reduction 
by income classes resulting from a $20 tax credit for each exemption 


{Number of taxpayers in thousands; dollar amounts in millions] 
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1 Less than $500,000. 
2 Less than 0.005 percent. 
3 Less than 500 taxpayers. 










Note.—Figures may not add to totals due to rounding. 
Source: Prepared by the staff of the Joint Committee on Internal Revenue Taxation, 
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TaBLE 3.—Comparison of the individual income tax burdens under present law and 
under a taz credit of $20 for each exemption 





Income after personal deductions but before 
the deductions for personal exemptions 


Amount of tax 


Tax reduction under bill 





Present law | Bill 


} 





| 
Amount | Percent 





SINGLE PERSON, NO DEPENDENTS 













































































































































































sensoeuonet | RE $20 100.0 
$1,000... as 80 $60 20 25.0 
Sb dnsdeciniabieeebinGecubbetdutnabetboousie 280 260 20 7.1 
Wiis bidgannddeamaniasnectineadunneiiiibencon 488 468 20 41 
|, EES a RE TE aD ee ee 708 688 20 2.8 
Cs dccdidnaviskatsbewmsapediedcientvcstesl al 944 924 20 2.1 
© SRE SSS EE RS 1, 780 1, 760 20 1.1 
Co RR REET LOS PES) 5 2, 436 2, 416 20 8 
SR RS ROE F255 4, 448 4, 428 20 .4 
i A te | 6, 942 6, 922 20 3 
ME niedicinddcddintonce cucidicaiaiasatbindidduesiedtoiediia 9, 7: 9,776 20 on 
$50,000... x ena eskndicdbaadatckuel: 26, 388 26, 368 20 a 
FRESE Sa EE a ae 66, 798 66, 77 20 () 
RS iene asi Coe eae 247, 274 247, 254 20 (1) 
SRE REE SE Pa FY 429, 274 429, 254 20 () 
Se iciart snnicadsebantddnsamerociantiie ' 869, 478 2 869, 458 20 (4) 
MARRIED COUPLE, NO DEPENDENTS 
SRS RS SES ARR eee ee eee eee! 8 Ser eee $40 100.0 
ER RE RENE ae RS Se ES iE ET aE 160 $120 40 25.0 
NIN Gi adi ctaselitschelacsinbineda paiicigacbinipaniaietacoaioneaees 360 320 40 11.1 
$4,000. i TEE PO 560 2 40 7.1 
thE i a RET aR mS os Repairs 760 720 40 5.3 
MN hinting cedbdachasbaniinbneiieodiumibdminemsion 1,416 1, 376 40 2.8 
eS yk SERPS RS a et 1, 888 1,848 40 2.1 
$15,000. iia se eal 3, 260 3, 220 40 1.2 
senha 4,872 4, 832 40 8 
$25,000. 6, 724 6, 684 40 6 
$50,000 19, 592 19, 552 40 a 
$100 52, 776 52, 736 40 a 
$300, 222, 572 222, 532 40 (1) 
$500, 403, 548 403, 508 40 () 
$1,000,000. 858, 548 858, 508 40 () 
MARRIED COUPLE, 2 DEPENDENTS 
$2,800. a BOO Pepnhestcciuas~ $80 100.0 
| SE GR A SIO Sa PI 120 $40 80 66.7 
OS SEE SRE BETO SE a 320 240 80 25.0 
I iid dacncn tlk bi deaia ad niaudes Rnchbtemaiiiceaaa 520 440 80 15.4 
RRA PS a eR Sa 1, 152 1,072 80 6.9 
TR RRR Teele tei te i ecient SE re 1, 592 1, 512 80 5.0 
RDS Ee GES WS Bs Ee CLES EE ES 2, 900 2,820 80 2.8 
$20,000. ree 4, 464 4, 384 80 1.8 
Sn von macidnodcnadinnalaiinucnchecehecsae 6, 268 6, 188 80 1.3 
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1 Less than 0.05 percent. 


1 Takes into account the maximum effective rate limitation of 87 percent of taxable income, 
Source: Prepared by the staff of the Joint Committee on Internal Revenue Taxation. 
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TaBLE 4.—Comparison of the individual income tax effective rates under present 
law and under the committee bill to allow a tax credit of $20 to the taxpayer for 
each of his exemptions. 


















Income after personal deductions | Pres- Income after personal deductions | Pres- 
but before the deductions for | ent Bill but before the deductions for | ent Bill 
personal exemptions law personal exemptions law 
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1 Takes into account the maximum effective rate limitation of 87 percent of taxable income. 
Source: Prepared by the staff of the Joint Committee on Internal Revenue Taxation. 






IV. Extension oF THE CoRPORATE INCOME AND CERTAIN Excise 
Tax Rares 











Your committee’s bill also extends for 1 year the present 52 percent 
corporate income tax rate (composed of a 30-percent rate on the first 
$25,000 of earnings and 52 percent on earnings above that amount) 
otherwise due to revert to 47 percent as of April, 1, 1955. Your com- 
mittee’s bill also extends the present excise tax rates due to be auto- 
matically reduced as of April 1, 1955. These include the excise taxes 
on distilled spirits, beer, wine, cigarettes, gasoline, automobiles, 
motorcycles, trucks, buses, truck trailers, automobile parts and 
accessories, and diesel and special motor fuel. These excises are 
described more fully in table 5 which shows the unit of tax, the rates 
before and after April 1, 1956, under this bill and the revenue effects 
of these extensions for the fiscal years 1955 and 1956 and also on a 
full-year basis. 
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TABLE 5.—Excise tax raies extended until Apr. 1, 1956,! under the committee bill 






































Rate ex- | Effect on revenue 
a Rate pong | 
r m | come effec- 
Unito. tax | Por. 1, 1955, | tive Apr. 1, | Full 
to Mar. 31 1956 1 Fiscal | Fisca! | year of 
1956 : 1955 | 1956 | opera- 
| tion 
mit. | aie | Mil 
Liquor taxes: lions | lions | lions 
Distilled spirits............. Per proof gallon. J ees fees $33 | $89 $127 
a wrawerenovsceseccensses Per See SSRI CNEL EE 21 64 85 
Still wine: 
Containing less than} Per wine gallon..| 17 cents. .... 15 cents. .... 
14 percent alcohol. 
Containing 14 to 21 |..... ee eee 67 cents. .... 60 cents_....) 
percent alchol. 
Containing 21 to 24 |..... BOS, sceprimad PEs ~ etdinost Wisc scnikgaseoans 
percent alcohol. 
Contining more |..... ae rear MOB iincdata| Diccencacces 
than 24 percent al- 3 10 
cohol. ’ 
Sparkling wines, Ili- 
queurs, cordials, ete.: 
Champagne or }..... kee OF RR Fee eee 
sparkling wine. | 
Liqueurs, cordials, |..... DSc atinknts CY eee $1.60.......-| 
ete. 
Artificially carbon- |..... REESE RGR FY SERRE De Gancinuce | 
ated wines. 
Tobacco taxes: Cigarettes....... Per 1,000........ — EAS tt 46 | 139 185 
Manufacturer’s excises: | 
CU iaiinicdnndaibasincglinds Per gallon___....| 2 cents_....- 144 cents__.. 31 | 219 250 
Passenger cars and motor- | Manufacturers’ | 10 percent...| 7 percent... 37| 263 300 
rae Ca sale price. 
Trucks, buses, truck trailers.|.....do_........- 8 percent....| 5 percent_... 7 53 60 
Auto parts and accessories __|.__.. ee eee SYS Seen) Deastee Miidnnd 7 49 56 
Retailers’ excises: Diesel and | Per gallon....... 2 cents_.....| 146 cents_... 1 6 7 
special motor fuel. } | 
yo ERE CSN ee bate nie end Rin eee oe 191 | 889 1, 080 








1 These rates were increased by the Revenue Act of 1951 and the increases were scheduled to terminate on 
Apr. 1, 1954. The Excise Tax Reduction Act of 1954 extended these rate increases to Apr. 1, 1955. 


Source: Prepared by the staff of the Joint Committee on Internal Revenue Taxation. 


In addition to extending the rates specified above, your committee’s 
bill also postpones for 1 more year the floor stock refunds or credits 
presently effective with respect to stocks of various taxpaid products 
on hand on April 1, 1955. These floor stock refunds are available in 
the case of distilled spirits, wines, and beer, cigarettes, gasoline, and 
automobiles, motorcycles, trucks, buses, truck trailers, and auto- 
mobile parts and accessories. 

The rate extension provided by the bill in the case of the corporate 
income tax is that of the 30-percent normal tax, due to be reduced to 
25 percent. The extension in this case makes the 30-percent rate 
applicable to taxable years beginning and ending before April 1, 1956, 
and a 25-percent rate applicable with respect to taxable years be- 

inning and ending thereafter. A proration formula, already in the 
nternal Revenue Code, provides for corporations whose taxable 
years overlap this date. 

Your committee’s bill provides for the extension of the corporate 
income-tax and the excise-tax rates for another year as requested b 
the President. Some $2.8 billion of revenue is involved on a fu 
year’s basis. 
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V. Deraitep EXPLANATION OF THE BILL 


The first section provides that the bill, when enacted into law, 
may be cited as the “Revenue Act of 1955.” 

Section 2: This section provides for a 1-year extension of the cor- 
porate normal-tax rate at the 30-percent level. 

Section 11 (b) of the Internal Revenue Code of 1954 imposes on 
corporations in general a normal tax equal to 30 percent of the taxable 
income in the case of a taxable year beginning before April 1, 1955, 
and a normal tax equal to 25 percent of the taxable income in the 
case of a taxable year beginning after March 31, 1955. Under the 
bill, the reduction from 30 percent to 25 percent would occur on 
April 1, 1956, rather than on April 1, 1955. 

Section 11 (c) of the 1954 code imposes on corporations in general 
a surtax equal to 22 percent of the amount by which the taxable 
income exceeds $25,000. No change in the surtax rate is provided 
for in the 1954 code or in the bill. Thus, the effect of the bill is to 
extend for 1 year the period during which the combined normal tax 
and surtax on taxable income in excess of $25,000 will be 52 percent, 
and to provide that at the expiration of such 1-year period the com- 
bined taxes on such taxable income will be reduced from 52 percent 
to 47 percent. 

Section 2 of the bill also amends subsections (a) (1) (A) and (b) 
(1) of section 821 of the 1954 code, which contain the tax-imposing 
provisions for certain mutual insurance companies (including such 
companies which are interinsurers or reciprocal underwriters). The 
effect of the bill is to provide that the reduction from 30 percent to 25 
percent in the rate of the normal tax on the taxable income of such 
companies would occur on April 1, 1956, rather than on April 1, 1955. 

The continuation of the existing normal tax rate on corporations 
for 1 year automatically affects computations under certain other 
provisions of the 1954 code. For example, section 511 (a) (1) of 
such code imposes, on the unrelated business taxable income of cer- 
tain charitable and other organizations, a normal tax and surtax 
computed as provided in section 11. Thus, although the bill contains 
no specific amendment to section 511 (a) (1), the reduction in the 
tax imposed by that section would take effect on April 1, 1956, 
rather than on April 1, 1955. 

Other examples of computations which would be affected by the 
extension of the 30-percent corporate normal tax rate for 1 year are 
those under the following sections of the 1954 code: section 244 
(relating to the deduction for dividends received by corporations on 
certain preferred stock of public utilities), section 247 (relating to 
the deduction for dividends paid on certain preferred stock of public 
utilities), section 522 (a) (relating to tax on certain farmers’ coopera- 
tives), section 852 (b) (1) (relating to tax on regulated investment 
companies), section 922 (relating to special deduction in the case of 
a Western Hemisphere trade corporation), and section 1361 (h) (1) 
(relating to tax on unincorporated business enterprises electing to be 
taxed as corporations). 

Section 3: Subsection (a) of this section would continue without 
change, until April 1, 1956, certain existing excise tax rates. 


tay 
wo 
r 


nic 
1-y 
thi 
con 
(rel 
S 
nev 
acl 
tior 
for 
cod 
nin 
for 
wol 
not 
1 
the 
by 
cha 
acre 
witl 
Stat 
rece 


whi 

Si 
Pa r 
in t! 


exen 

Ps 
to ef 
is ne 
table 
taxal 
21 w 
year 
subse 
years 
31, 1 
apply 
after 








le 
1e 
yn 


‘al 
le 
ed 
to 
ax 
nt, 
m- 
ant 


(b) 
ing 
ich 
‘he 
» 25 
uch 
)55. 
ions 
ther 
) of 
cer- 
rtax 
ains 
the 
956, 


the 
r are 

244 
Is on 
ig to 
pic 
pera- 
ment 
se of 
1) (1) 
to be 


thout 


REVENUE ACT OF 1955 ll 


For a table showing the types of articles concerned, the units of 
tax, the existing excise tax rates, and the rates which, under the bill, 
would take effect on April 1, 1956, see table 5 on page 9 of this report. 

The first sentence of subsection (b) of this section makes the tech- 
nical amendments to the 1954 code which are necessary to reflect the 
1-year extension of existing excise tax rates made by subsection (a) of 
this section. The second sentence of subsection (b) makes similar 
conforming amendments to section 497 of the Revenue Act of 1951 
(relating to refunds on articles from foreign trade zones). 

Section 4: This section would amend the 1954 code by inserting a 
new section 38, under which an individual taxpayer would be allowed 
a credit against income tax of $20, multiplied by the number of exemp- 
tions (including the additional exemptions for age and blindness and 
for dependents) allowed as a deduction under section 151 of the 1954 
code. The credit would apply only in the case of taxable years begin- 
ning after December 31, 1955. (There would be no partial credit 
for taxable vears beginning in 1955 and ending in 1956.) An estate 
would be allowed a credit against income tax of $20; a trust would 
not be entitled to any such credit. 

The amount of the credit allowed to the taxpayer may not exceed 
the amount of the tax imposed by chapter 1 of the 1954 code, reduced 
by certain credits against tax already allowed by part IV of sub- 
chapter A of chapter 1. These credits which must be taken into 
account in computing the limitation on the new credit are: the credit 
with respect to taxes of foreign countries and possessions of the United 
States, the credit for dividends from certain domestic corporations 
received by individuals, the credit for partially tax-exempt interest 
received by individuals, and the credit for retirement income. 

Section 5: This section contains the technical amendments neces- 
sary to conform the provisions of the 1954 code to the new section 38 
which would be inserted by section 4 of the bill. 

Subsection (a) of this section contains nine numbered paragraphs. 
Paragraph (1) would amend section 1 (d) of the 1954 code to include 
in the cross references for such section 1 (which relates to the rates 
of income tax for individuals) a reference to the new section 38. 

Paragraph (2) would amend section 3 of the 1954 code (relating to 
the optional tax table if the adjusted gross income is less than $5,000) 
so as to insert a new tax table. This new table incorporates in its 
provisions the $20 credit against income tax. Thus, if the taxpayer 
is entitled to one exemption, the tax imposed under the new table is 
$20 less than the tax under the existing table; if he is entitled to three 
exemptions, the reduction is $60. 

Paragraph (3) would amend section 21 (d) of the 1954 code (relating 
to effect of changes in rates during a taxable year). This amendment 
is necessary to make it clear that the change in the optional tax 
table (which change is, in effect, a change in rates) will apply only to 
taxable years beginning after December 31, 1955, and that section 

21 will not cause any reduction in the optional tax for any taxable 
year beginning before January 1, 1956. Since this amendment to 
subsection (d) of section 21 of the 1954 code applies only to taxable 
years beginning before January 1, 1956, and ending after December 
31, 1955, the existing provisions of section 21 (d) will continue to 
apply to taxable years beplening before January 1, 1954, and ending 


after December 31, 1953. 
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Paragraph (4) would amend the table of sections for part IV of 
subchapter A of chapter 1 of the 1954 code to reflect the insertion of 
the new section 38, and the renumbering of the existing section 38 
as section 39. 

Paragraph (5) would amend section 36 of the 1954 code to provide 
that an individual electing to pay the optional tax under section 3 
will not receive the new credit provided by section 38. This amend- 
ment is necessary because the credit has been fully reflected in the 
new optional-tax tabie. 

Paragraph (6) would amend section 151 of the 1954 code (relating 
to allowance of deductions for personal exemptions) to add a new 
subsection (f). The new subsection (f) contains a cross reference to 
the $20 credit per exemption provided by the new section 38. 

Paragraph (7) would amend section 443 (c) of the 1954 code (relating 
to returns for less than 12 months by reason of a change in the annual 
accounting period). Under this amendment, a reduction in the new 
credit would be made on the same basis as is provided by existing 
section 443 (c) for reducing the amount allowed for each personal 
exemption. 

Paragraph (8) would amend subsection (a) of section 642 of the 
1954 code to add a new paragraph (4). The new paragraph (4) 
provides in effect that an estate (which, under section 642 (b) of the 
1954 code, is entitled to one $600 exemption in lieu of the personal 
exemptions allowed by section 151) won be allowed one $20 credit 
under section 38 (a). The amount of this credit would, of course, be 
subject to the limitations set forth in the new section 38 (b). 

Paragraph (9) would amend section 6015 (a) (2) (A) of the 1954 
code (relating to the declaration of estimated income tax by individ- 
uals), Under the existing terms of this provision, an individual is 
required to file a declaration of estimated tax if his gross income for 
the taxable year can reasonably be expected to include more than 
$100 from sources other than wages and can reasonably be expected 
to exceed the sum of (A) the amount obtained by multiplying $600 
by the number of exemptions to which he is entitled under section 151, 
plus (B) $400. The bill would change the $600 figure referred to in 
clause (A) of the preceding sentence to $700, in order to adjust this 
filing requirement to the new $20 credit. 

Subsection (b) of section 5 contains two numbered paragraphs which 
would amend the existing withholding tables to reflect the new $20 
credit. Paragraph (1) would amend the table contained in section 
3402 (b) (1) (relating to the percentage method of withholding income 
tax at source). Paragraph (2) would amend the tables contained in 
section 3402 (c) (1) (relating to the wage bracket method of with- 
holding income tax at source). 

Subsection (c) of section 5 contains the effective dates for the 
amendments made by subsections (a) and (b) of that section. The 

technical amendments made by subsection (a) would apply only to 
taxable years beginning after December 31, 1955; except that the 
amendment made to section 21 (d) of the 1954 code by paragraph (3) 
of subsection (a) would apply only to taxable years beginning before 
January 1, 1956, and ending after December 31, 1955. The amend- 
ments to the withholding tables made by subsection (b) of this section 
would apply only with respect to wages paid after December 31, 1959. 
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VI. Cuances 1n Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1954 


SEC. 1. TAX IMPOSED. 
(a) Rates or Tax on Inpivipvats.—* * * 
* 7 * /*~ * 
[(d) Cross Rererence.— 


[For definition of taxable income, see section 63.] 
(d) Cross Rererences.— 


(1) For allowance of $20 credit for each exemption allowed as a deduction under 
section 151, see section 38. 


(2) For definition of taxable income, see section 63. 


* * * + * * * 
SEC. 3. OPTIONAL TAX IF ADJUSTED GROSS INCOME IS LESS THAN 
5,000. 


In lieu of the tax imposed by section 1, there is hereby imposed for each taxable 
year, on the taxable income of each individual whose adjusted gross income for 
such year is less than $5,000 and who has elected for such year to pay the tax 
imposed by this section, the tax shown in the following table: 
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rately | hold | rately | hold | filed! rately | hold | Bled 


The tax is— 


















































j | j | | 
$301] sis] $181] s181| il] $61 $0; $0 $0 $0 
305) 185 185, 185) 45, 0 
310) 190) 190) 190 | i OO 
314 194 194) 194 0 0 
319) 199) 199) 199) 1 0 
323 203) 208) 203) . 3; 0} 0 

205) 268; 208) ss S | 0 

212; +212) +212 2 0} 0} 
217; 217|—«217 0} 
221 22 | 

226, 226) 

250 

235 

239) 


af 




















248) 
253 


~~ OOO 


BEEREE 
ass 


We 
RSS 
ert 
Sue 


Nie 
as 





on on on Gr - Sees 
=a rt “Io kh “Igbo 
bor Ot oy 
= te 
Sash 

mS 


Ee 





to 
on 


Sans 


tS 
oo 


SY 
347|227|107| 
356/236) 116) 
365)245) 125) 
374/254 134 
383) 263) 143) 2 
392, 272/152) 

401 281/161) 
410)290) 170} 50) 

4191299 179) 56 

428/308/188) 68 

437|317/197| 7) 0 
446/326 206) 86) 0 
455/335/215, 95) 0) 
464|344/ 224/104) 0) 
473'353/233) 113) 0) 
482/362/242) 122) 2 
491/371 /251/131)11) 
500/380, 260 140 20 
509 389/269 14929 
518 398 278 15838 
527,407,287 167/47 
06, 416)200 17098 


SAINI OAD 


as 


g 


ecoocooocoo 


g 


sees 
oo 


1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1,4 
1,4 
1,4 
1 
i 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 


eooom 


ee ee ate abe ie ie ode oe ote ode 
oom 


ms 





PPHPHKPPY Yr! 
oS [ =J » OO 
FESSRESSS 
2299999999" 


a 


2, 125/260 
2, 150!265 
50/2, 175/269 
2, 200)274' 
200!2, 225/278) 158): 
|2, 250) 283) 163/43 
|2, 275, 287|167|47 
5}2, 300) 292)172'5 
2, 3265) 296)176 


SS2222222 





BRS 
22S 








Bd nd 
ayer 

iS 

a 


- 


x 
2S 








i) 
BY 
i} 
Pt ee 


See oooooeo sc = 


PYPPPpyp 


= 


























 $0$0, % 
yO O 
» GO 0 
nH OO oO 
Hn OG Oo 
0 OO 0 
0 Od 0 
0 OO 0 
0 00 0 
o O00 0 
0 OO 0 
0 OO 6 
0 OO 0 
Oo Og 0 
0 OO 0 
0 OO 0 
0 OO 0 
0 OO 0 
0 00 0 
oan 0 
Go OO 0 
0 OO 0 
0 OO 0 
0 OG 0 
ooo 0 
0 OG 0 
OH OO 0 
0} OO 0 
Oo OO 0 
0 OO 0 
OO 0 
0} OO 0 
0 00 0 
oad 0 
8! og 0 
17; 0) 0 
26) 0! 0 
35, 00 | 
44 OO ! 
| 63} OO | 
3 62) 0 0 \ 
{ 
0 











aa 2 a 0 
1/251/131)11| ° 
026014020; 4 
996914929 9 
8.278 158 38) 

17, 287 167 47 0 
e200 176 4 















































































































































REVENUE ACT OF 1955 15 
nadjust- ne Pal —, 
edgross | number o gross 
income | exemptions inoue And the number of exemptions is— 
is— is— is— 
Pe SE. 
1 3 
And And And 
tax- aus tax- a And| tax- nome And 
4or payer payer |, Paver payer . payer payer|, % 7 or 
But|1)}2)\3 But |is single is single joint)|is single} joint) 4\|5\6 
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The tax is— The tax is— 
| | | | 
} | 
)| g0'40 $0)|$2, $75} #2, 400 $290' $290 $150 $150) $150 10 $10| $10) $0) $0) $0| $0 
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$7| 0 0}| 3,766) 3, 800 655| 547 403| = 401; = 400 260| 260; 260120; 0| 0| O 
: 182) 42| 0 0} 3, 800\ 3, 850 665| 557 413] fl} = 409 269} 2691 69129) 0| o| oO 
1,800, 895/186) 461 0 O| 3, 850) 3, 900 57, 566 423, = 480) 418 £78) 878, 278/138) 0} 0} 0 
1,885)1, 850'191) 61] 0 0} 3,900) 3, 950 585| 57 483| 430) 487 287| -887| = 287|147) 7| O| O 
1,85011, 875\195| 55) O 01) 3,950) 4,000 595| 585 443| 439) 438 296| 296) 296\156| 16| 0| O 
1,875|1, 900,200) 60) 0 O}| 4,000) 4, 050 605, 895 458; 449) 445 305| $05, 305,165) 25) 0} 0 
1,900)1, 995/204! 64) O || 4,060} 4, 100 615, 604 463| = 458) 454 $14] $14) 314)174) $4) 0) 0 
1, 985|1, 950|269| 69\ O O}} 4, 100} 4, 150 625| 614 7 468| 463 $23; $23)  $83/185| 43) 6| 0 
1,960\1, 975|813| 73) 0 0) 4, 150) 4, 200 635, 623 483| 477) 7. 832} $32 | 332\192! 58} 0} 0 
1,975|2, 000\218| 78) 0 Oi 4, 200) 4, 250 645, 6383 498; 487| 481 341 $41| 341/201) 61) 0| 0 
1000\2, 025229) 82) 0 0) 4,250) 4, S00 654} 642 502} 496) 490 350|  350| _350/210' 70; 0| 0 
£.085\2' 050|2¢7| 87| 0 O}) 4,500) 4, 350) 664 651 512 505; 499 $60 $59| 359/219, 79} 0| O 
£,050\2, 075' 231) 91) 0 O}| 4,850| 4, 400 674| 661 522, 515; 508 $70| 369) 368/228| 88) 0} O 
£,075)2, 100\236| 96| 0 O}} 4, 400) 4, 450 684| 670 532, 524) 517 $80| $78 877887) 97| 0} 0 
£100)2, 125'240' 100) 0 O}; 4, 450} 4, 500 694 680) 542| 634) 586 $90 388}; 386! |246| 106 0| 0 
£,125]8, 150) 245|105| 0 0) 4,500) 4, 550 704, 689 658} 543 535 400| 397|  395|255|115| 0| 0 
£ 150)8, 175|249) 109 0 0} 4,550} 4, 600 714} 699 562| 558) 544 410| = $07} 404\2641124| 0} 0 
£175|2, 200\254)114| 0 0} 4,600) 4, 650 724} 708 72} 662%| 6555 420; = 416) 413,273,133) 0} 0 
£ 200)8, 225|258)118| 0 O}| 4,650) 4,700 7341-718 582; 578 562 430| 486 422 288)142 2} 0 
£225)2, 250\263|123| 0 O}| 4, 700) 4, 750 744) 787 692} 581) 571 440| 435 = 431|291|151) 11) 0 
£2508, 275\967|187) 0} O}| 4,750) 4, 800 763} 736 601 690| 680 449| 444} + 440\300\160| 20] O 
££75)2, soo\e7#\188! 0 4, 800| 4, 850) 763; 746 611| 600) 689 459| 454) + 449'809|169| 29) 0 
£300}2, $25\2761136| 0 4, 850\ 4, 900 73} 765 621| 609} 598 469| 463)  458/318|178) 38} 0 
£325)2, 350\281|141) 1 4, 900} 4, 950 783| 765 631| 619} 607 479| = 473| +~—-467\327|187| 47} 0 
sai Soe 145| 6 4, 950| 5, 000 793| 774 641 628} 616 489, = 482 ee 56} 0 
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* * * * * * * 
SEC, 11. TAX IMPOSED. 


(a) CorPorATIONS IN GENERAL.—A tax is hereby imposed for each taxable 
year on the taxable income of every corporation. The tax shall consist of a 
normal tax computed under subsection (b) and a surtax computed under sub- 
section (c). 

(b) Normat Tax.— 

(1) TAXABLE YEARS BEGINNING BEFORE APRIL 1, [1955] 195¢.—In the case of 
a taxable year beginning before April 1, [1955] 1956, the normal tax is equal 
to 30 percent of the taxable income. 

(2) TAXABLE YEARS BEGINNING AFTER MARCH 31, [1955] 195¢.—In the case 
of a taxable year beginning after March 31, [1955] 1956, the normal tax is 
equal to 25 percent of the taxable income. 

* * * *” * * * 


PART III—CHANGES IN RATES DURING A TAXABLE YEAR 
Sec. 21. Effect of changes. 


SEC. 21. EFFECT OF CHANGES. 


(a) GENERAL Rute.—If any rate of tax imposed by this chapter changes, and 
if the taxable vear includes the effective date of the change (unless that date is 
the first day of the taxable year), then— 

(1) tentative taxes shall be computed by applying the rate for the period 
before the effective date of the change, and the rate for the period on and after 
such date, to the taxable income for the entire taxable year; and 

(2) the tax for such taxable year shall be the sum of that proportion of each 
tentative tax which the number of days in each period bears to the number of 
days in the entire taxable year. 

(b) Repeat or Tax.—For purposes of subsection (a)— 

(1) if a tax is repealed, the repeal shall be considered a change of rate; and 

(2) the rate for the period after the repeal shall be zero. 

(c) ErrectivE Date or CHanGe.—For purposes of subsections (a) and (b)— 

(1) if the rate changes for taxable years “beginning after’ or “‘ending after’’ 
a certain date, the following day shall be considered the effective date of the 
change; and 

(2) if a rate changes for taxable years “beginning on or after’’ a certain date, 
that date shall be considered the effective date of the change. 

{(d) Taxasite Years Beoinnina Berore JANUARY 1, 1954, AND ENDING 
Arrer DEcEMBER 31, 1953.—In the case of a taxable year beginning before Janu- 
ary 1, 1954, and ending after December 31, 1953— 

(1) subsection (a) of this section does not apply; and 
(2) in the application of subsection (j) of section 108 of the Internal Revenue 

Code of 1939, the provisions of such code referred to in such subsection shall be 

considered as continuing in effect as if this subtitle had not been enacted. ] 

(d) Taxaste Years Beoinnine Berore January 1, 1956, snp Enpine 
Arrer December 31, 1955.—Subsection (a) of this section does not apply in the 
case oe taxable year beginning before January 1, 1956, and ending after December 
31, 1955. 


PART IV—CREDITS AGAINST TAX 


Sec. 31. Tax withheld on wages. 
Sec. 32. Tax withheld at source on nonresident aliens and foreign corporations and on tax-free 
covenant bonds. 
Sec. 33. Taxes of foreign countries and possessions of the United States. 
Sec. 34. Dividends received by individuals. 
Sec. 35. Partially tax-exempt interest reccived by individuals. 
Sec. 36. Credits not allowed to individuals paying optional tax or taking standard deduction. 
Sec. 37. Retirement income. 
[Sec. 38. Overpayments of tax.] 
Sec. 88. Credit for personal exemptions. 
Sec. 39. Overpayments of tar. 
. s 


. o o * bd 


SEC. 36. CREDITS NOT ALLOWED TO INDIVIDUALS PAYING OPTIONAL 
TAX OR TAKING STANDARD DEDUCTION, 


_ (a) Etezcrion ro Pay Oprronat Tax.—If an individual elects to pay the op- 
tional tax imposed by section 3, [or if he elects under section 144 to take the 
standard deduction, ] the credits provided by sections 32, 33, [and 35] 35, and 38 
shall not be allowed. 
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(b) Execrion tro Taxe Sranparp Depucrion.—If an individval elects under 
section 144 to take the standard deduction, the credits provided by sections 32, 33, and 
35 shall not be allowed. 

. * * * * * * 


SEC. 38. CREDIT FOR PERSONAL EXEMPTIONS. 


(a) GenerAL Rute.—In the case of a taxable year beginning after December 31, 
1955, there shall be allowed to an individual, as a credit against the tax imposed by 
this subtitle for the taxable year, an amount equal to $20 multiplied by the number of 
exemptions allowed under section 151 as deductions in computing taxable income. 

(b) Limiratrion oN Amoonr or Crepir.—The credit allowed by subsection (a) 
shall not exceed the amount of the tax imposed by this chapter for the taxable year, 
reduced by the sum of the credits allowable under sections 33 (relating to foreign tax 
credit), 34 (relating to credit for dividends received by individuals), 35 (relating to 
partially tax exempt interest), and 37 (relating to retirement income). 


SEC. [38] 39. OVERPAYMENTS OF TAX. 


For credit against the tax imposed by this subtitle for overpayments 
of tax, see section 6401. 
* > x * 7 « a 


SEC. 151. i OF DEDUCTIONS FOR PERSONAL EXEMP-.- 


s 


(a) ALLOWANCE or Depvuctions.—In the case of an individual, the exemptions 
provided by this section shall be allowed as deductions in computing taxable 
income. 

(b) TaAxpaYER AND Spovuse.—An exemption of $600 for the taxpayer; and an 
additional exemption of $600 for the spouse of the taxpayer if a separate return is 
made by the taxpayer, and if the spouse, for the calendar year in which the taxable 
vear of the taxpayer begins, has no gross income and is not the dependent of 
another taxpayer. 

(c) ADDITIONAL EXEMPTION FOR TAXPAYER OR Spouse AGED 65 or MoreE.— 

(1) For raxpayer.—An additional exemption of $600 for the taxpayer if 
he has attained the age of 65 before the close of his taxable year. 

(2) For spovuse.—An additional exemption of $600 for the spouse of the 
taxpayer if a separate return is made by the taxpayer, and if the spouse has 
attained the age of 65 before the close of such taxable year, and, for the calendar 
year in which the taxable year of the taxpayer begins, has no gross income and 
is not the dependent of another taxpayer. 

(d) ApprT1onat EXEMPTION FOR BLINDNESS OF TAXPAYER OR SpovusE.— 

(1) For raxpayer. —An additional exemption of $600 for the taxpayer if 
he is blind at the close of his taxable vear. 

(2) For spovuse.—An additional exemption of $600 for the spouse of the 
taxpayer if a separate return is made bv the taxpayer, and if the spouse is blind 
and, for the calendar year in which the taxable vear of the taxpaver begins, has 
no gross income and is not the dependent of another taxpayer. For purposes of 
this paragraph, the determination of whether the spouse is blind shall be made 
as of the close of the taxable vear of the taxpayer; except that if the spouse dies 
during such taxable year such determination shall be made as of the time of 
such death. 

(3) BLINDNESS DEFINED.—For purposes of this subsection, an individual is 
blind only if his central visual acuity does not exceed 20/200 in the better eye 
with correcting lenses, or if his visual acuity is greater than 20/200 but is accom- 
panied by a limitation in the fields of vision such that the widest diameter of the 
visual field subtends an angle no greater than 20 degrees. 





(e) ADDITIONAL EXEMPTION FOR DEPENDENTS.— 

(1) IN GENERAL,—An exemption of $600 for each dependent (as defined in 
section 152)— 

(A) whose gross income for the calendar year in which the taxable year 
of the taxpayer begins 1s less than $600, or 

(B) who is a child of the taxpayer and who (i) has not attained the age 
of 19 at the close of the calendar year in which the taxable year of the tax- 
payer begins, or (ii) is a student, 

(2) EXEMPTION DENIED IN CASE OF CERTAIN MARRIED DEPENDENTs.—No 
exemption shall be allowed under this subsection for any dependent who has 
made a joint return with his spouse under section 6013 for the taxable year 
beginning in the calendar year in which the taxable year of the taxpayer begins. 
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(3) Cup. periInEp.—For purposes of paragraph (1) (B), the term “child” 
means an individual who (within the meaning of section 152) is a son, stepson, 
daughter, or stepdaughter of the taxpayer. 

(4) STUDENT AND EDUCATIONAL INSTITUTION DEFINED.—For purposes of 
paragraph (1) (B) (ii), the term “student” means an individual who during 
each of 5 calendar months during the calendar year in which the taxable year 
of the taxpayer hegins— 

(A) is a full-time student at an educational institution; or 
(B) is pursuing a full-time course of institutional on-farm training under 

the supervision of an accredited agent of an educational institution or of a 

State or political subdivision of a State. 

For purposes of this paragraph, the term ‘educational institution” means only 
an educational institution which normally maintains a regular faculty and 
curriculum and normally has a regularly organized body of students in attend- 
ance at the place where its educational activities are carried on. 


(f) Cross Reference.— 



















For credit against the tax imposed by this subtitle in an 
amount equal io $20 muliiplied by the number of exemptions 
allowed as a deduction under this section, see section 38. 

* La oe + * 






a * 


SEC, 443. RETURNS FOR A PERIOD OF LESS THAN 12 MONTHS. 


(a) ReTurNs For Suort Pexitop.— * * * 
= * + * a o 









(ec) [Apsustment in Depuction] Apyvsrments FOR Personat [Exemption] 
Exemprions.—‘n the case of a taxpayer other than a corporation, if a return is 
made for a short period by reason of subsection (a) (1) and if the tax is not com- 
puted under subsection (b) (2), [then] then— 

(1) the exemptions allowed as a deduction under section 151 (and any 
deduction in lieu [thereof)] thereof), and 
(2) the credit allowed by section 38, 
shall be reduced to amounts which bear the same ratio to the full exemptions 
or to the full credit (as the case may be) as the number of months in the short period 
bears to 12. 


SEC. 642. SPECIAL RULES FOR CREDITS AND DEDUCTIONS. 


(a) Crepits AcarInst Tax.— 

(1) PARTIALLY TAX-EXEMPT INTEREST.—An estate or trust shall be allowed 
the credit against tax for partially tax-exempt interest provided by section 35 
only in respect of so much of such interest as is not properly allocable to any 
beneficiary under section 652 or 662. If the estate or trust elects under section 
171 to treat as amortizable the premium on bonds with respect to the interest on 
which the credit is allowable under section 35, such credit (whether allowable to 
ne estate or trust or to the beneficiary) shall be reduced under section 171 

a) (3). 

(2) Foreign TAXEs.—An estate or trust shall be allowed the credit against 
tax for taxes imposed by foreign countries and possessions of the United States, 
to the extent allowed by section 901, only in respect of so much of the taxes 
described in such section as is not properly allocable under such section to the 
beneficiaries. 

(3) DivipENDS RECEIVED BY INDIVIDUALS.—An estate or trust shall be al- 
lowed the credit against tax for dividends received provided by section 34 only 
in respect of so much of such dividends as is not properly allocable to any 
beneficiary under section 652 or 662. For purposes of determining the time of 
receipt of dividends under section 34 and section 116, the amount of dividends 
properly allocable to a beneficiary under section 652 or 662 shall be deemed to 
have been received by the beneficiary ratably on the same dates that the divi- 
dends were received by the estate or trust. 

(4) Crepir FoR PERSONAL ExemMPTION.—For purposes of section 38 (relating 
to credit for personal eremptions), an estate shall be treated as being allowed one 
exemption under section 151 as a deduction in computing taxable income, 

a e e a ° 2 
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SEC. 821. TAX ON MUTUAL INSURANCE COMPANIES (OTHER THAN 
LIFE OR MARINE OR FIRE INSURANCE COMPANIES 
ISSUING PERPETUAL POLICIES). 


(a) Imposition oF Tax oN Moutvuat Companies OTHer THAN INTERIN- 
surERS.——There shall be imposed for each taxable year on the income of every 
mutual insurance company (other than a life or a marine insurance company or a 
fire insurance company subject to the tax imposed by section 831 and other than 
an interinsurer or ree ae underwriter) a tax computed under paragraph (1) 
or paragraph (2), whichever is the greater: 

(1) If the mutual insurance company taxable income (computed without 
regard to the deduction provided in section 242 for partially tax-exempt interest) 
is over $3,000, a tax computed as follows: 

(A) NorMAL Tax.— 

(i) TAXABLE YEARS BEGINNING BEFORE APRIL 1, [1955] 19%6—In the 
case of taxable years beginning before April 1, [1955] 1956, a normal tax 

of 30 percent of the mutual insurance company taxable income, or 60 

percent of the amount by which such taxable income exceeds $3,000, which- 

ever is the lesser; 
(ii) TAXABLE YEARS BEGINNING AFTER MARCH 31, [1955] 1956.—In the 
case of taxable years beginning after March 31, [1955] 19456, a normal tax 

of 25 percent of the mutual insurance company taxable income, or 50 

percent of the amount by which such taxable income exceeds $3,000, 

whichever is the lesser; plus 

(B) Surrax.—A surtax of 22 percent of the mutual insurance company 
taxable income (computed without regard to the deduction provided in 
section 242 for partially tax-exempt interest) in excess of $25,000. 

(2) If for the taxable year the gross amount of income from interest, divi- 
dends, rents. and net premiums, minus dividends to policyholders, minus the 
interest which under section 103 is excluded from gross income, exceeds $75,000, 
a tax equal to 1 percent of the amount so computed, or 2 percent of the excess of 
the amount so computed over $75,000, whichever is the lesser. 

(b) Imposition or Tax oN INTERINSURERS.—In the case of every mutual 
insurance company which is an interinsurer or reciprocal underwriter (other than 
a life or a marine insurance company or a fire insurance company subject to the 
tax imposed by section 831), if the mutual insurance company taxable income 
(computed as provided in subsection (a) (1)) is over $50,000, there shall be im- 
posed for each Maxabla year on the mutual insurance company taxable income a 
tax computed as follows: 

(1) NorMaL TAX.— 

(A) TAXABLE YEARS BEGINNING BEFORE APRIL 1, [19:5] 1956.—In the 
case of taxable years beginning before April 1 [1955] 1956, a normal tax 
of 30 percent of the mutual insurance company taxable income, or 60 percent 
of the amount by which such taxable income exceeds $50, 000, whichever is 
the lesser; 

(B) TAXABLE YEARS BEGINNING AFTER MARCH 31, [1955] 196.—In the 
case of a taxable year beginning after March 31, [1955] 1956, a normal tax 
of 25 percent of the mutual insurance company taxable i income, or 50 percent 
of the amount by which such taxable income exceeds $50, 000, whichever is 
the lesser; plus 
(2) SurTax.—A surtax of 22 percent of the mutual insurance company 

taxable income (computed as provided in subsection (a) (1)) in excess of $25,000, 

or 33 percent of the amount by which such taxable income exceeds $50, 000, 

whichever is the lesser. 


* * * * * * * 
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SEC. 3402. INCOME TAX COLLECTED AT SOURCE. 


(a) RequrrEMENT oF WitTHHOLDING.—Every employer making payment of 
wages shall deduct and withhold upon such wages a tax equal to 18 percent of the 
amount by which the wages exceed the number of withholding exemptions claimed, 
multiplied by the amount of one such exemption as shown in subsection (b) (1). 

(b) PerceENTAGE Mernop or WITHHOLDING.— 

(1) The table referred to in subsection (a) is as follows: 


[Percentage Method Withholding Table 





Amount of 
one with. 
holding 
exemption 


Payroll period 





‘ : ; é ‘ $13.00 
Biweekly -..- E 26. 00 
NS EE REA ae TS eae a ncinnaite ie ab bibaa pelt ted’ aneaior 28. 00 
i OS ees Gh REE Bil ayl eget ae CIR tee BLEUE SE BREE Me a aR BO 56. 00 
QRIGIIET 5: chisSscns occ si ccctdetdns cinuas dan bdveedacubhbiont ddatmenductestidchdocks 167. 00 
Semiannual 333. 00 
0 RR a ARE A FELL AE Sa OE a eS eS OG Re 667.00 
Daily or miscellaneous (per day of such period)... ...-_...-.-- coment SUR 1.80) 








Percentage Method Withholding Table 





Amount of 
one with- 
holding 
exemption 


Payroll period 





Weekly 
Biweekly 
Semimonthly 


Quarterly. 
Semiannual - 
Annual. ..- imine eneaidbindeeuiabipeen dire 


Daily or miscellaneous (per day of such period) .................--...---..+------------ 








* * * * 


(c) Wace Bracket WITHHOLDING.— 

(1) At the election of the employer with respect to any employee, the em- 
ployer shall deduct and withhold upon the wages paid to such employee a tax 
determined in accordance with the following tables, which shall be in lieu of 
the tax required to be deducted and withheld under subsection (a): 
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[If the payroll period with respect to an employee is weekly— 































































































: And the wages are— And the number: f withholding exemptions claimed is— 
18 ) 
} 10 or 
d, Atteant | But less 0 1 2 | 3 4 5 | € |}. 2 8 | I fhe 
than J ! i 
The amount of tax to be withheld shall be— 
0 lso 6|s0 | g0 t0 | $0 fo 10 | f0 | £0 
-10/ 0 0 0 0 
.30 | 0 0 @ (Fe | 0 0 0 0 0 
= 50 | 0 0 Qi uli, cite 0 0 0 0 
-70| 0 0 0 i; 0 | 0 0 0 0 0 
of 80; 0 0 € si, € «1-¢ 0 0 0 0 
- 1.00} 0 0 G oie site 0 0 0 0 
| 1.20 | 0 0 a 0 0 0 0 0 
n 1.40; 0 0 0 |; 0 0 0 0 0 0 
a 1.60} 0 0 a e. ie & PS 0 
170; 0 | 0 G6 hice ckKs ¢ be 0 
00 199; 0 | 0 0 eS aie re 0 
0 210} 0 | 0 0 jo 0 0 0 | 0 0 
~ 2.30] 0 0 0 e sh 0 o ris 0 
00 2s. 2 O.. | © O-] 1-8 o | 0 | 0 
fn fms te tele re te Le Es 
WW 3.00} :70/ 0 | 0 | e feae-b6 <le kee Te 
803 320/ .0)/0 |o0 |o0 |}o0 |o |o |o Jo 
ee es Ot Oe fet hee bf @. jee | 0 
ey | S067 196i:0 1 @ te |e |e 0 ee ie: 
3.70} 1.40) 0 | 0 i 0 | 0 | 0 0 | 0 | 0 
39/16/00 1/0 |o |o /o 0 a 
4.10; 1.80) 0 | 0 | 0 | 0 | Oo | 0 0 | 0 
wy 4.30! 200! 0 Ce ft ee” 6 0 | 0 ae 
t of 4.40| 210} 0 | 0 | 0 0 | 0 o }|o |o 
h- 4.60; 2.30) 0 0 | 0 | O | 0 | 0 i; 0 | 0 
1g 4.80; 250; .200) O | 0 | 0 | 0 | 0 | 0 | 0 
ion 5.00} 2. 4 Ae TR es ee i e . 
5.20; 2.90; .50/ 0 | 0 | oO 0 0 
cra 6.30} 3.00} .77) 0 | 0 |o j 0 lo 0 0 
15.90 5.50} 3.20} .90| 0 o- } 8 0 | 0 0 0 
0.00 §.70| 3.40) 110; 0 | o | 0 0 0 0 0 
32.0 §.90| 3.60) 130) 0 | 0 | 0 0 0 0 0 
65. 00 610) 380) 140) 0 | 0 | 0 | 0 | Oo 0 0 
94.00 6.20; 3.9) 160) 0 | oO | oO ® Le 0 0 
78.00 a0| 49/2010 |6 |o | 8 lo |o [o 
} 5 2. 20 | | 0 0 0 0 0 
7.00 + 0 1 2 30 4 0 | 0 0 10 0 0 ; 
7.1} 49) 2590) <i oe f|;o |e foe 0 0 
7.30} 5.00; 2 70 | 40; 0 #%|0 | 0 | 0 0 0 } 
7.50} 5.20] 290] .60| 0 0 0 0 0 0 
7.70| 5.40} 3.10 | .80| 0 | 0 eI 0 0 0 ' 
, 7.90 | 5.60} 3.20} .9/ 0 | 0 0 ( ‘ 
aoe , ee | aS 10.40} 8.00) 5.70; 3.40) 1.10) 0 | 0 0 0 0 0 , 
. tax eee $50...... 10.50} 8.20 / 5.90! 3.60/ 1.30! 0 | 0 0 0 0 0 ‘ 
u of $59........| $60...... 10.70 | 8.40) 610 | 3.80) 1.50) 0 | 0 0 0 0 0 j 
5 11.00} 8.70} 640) 4.10!) 1.70! 0 | 0 0 0 0 0 ) 
11.30 | 9.00) 6.70) 4.40 / 2.10 | 0 |} 0 a 0 0 0 ‘ 
11.70 | 9.40) 7.10 | 4.80) 2.50 - 20 | 0 0 0 0 0 ! 
12.10 | 9.80) 7.40) 5.10) 280) 50! 0 0 0 0 0 ' 
2.40 | 10.10 7.80 | 5.50 | 3.20 ;} .90/; 0 0 0 0 0 i 
12.80 | 10.50} 820| 5.90) 3.50/ 1.20) 0 0 0 0 0 
13.10 | 10.80 | 8.50 | 6.20; 3.9) 160) 0 0 0 0 0 
13.50 | 11.20] 8.90) 6.60 | 4. 30 2.00 | 0 0 0 0 0 
13.90 | 11.60} 9.20 6. 90 |} 4.60) 2, 30 |} 0 0 0 0 0 
14.20 | 11.90} 9.60) 7.30) 5.00) 270) .40/ 0 0 0 0 
14.60 | 12.30 | 10.00 | 7.70 | 5.30) 3.00) .70/ 0 0 0 0 
14.90 | 12.60 | 10.30) 8.00) 5.70/ 3.40) 1.10) 0 0 0 0 
15,30 | 13.00 | 10.70 | 8.40) 6.10) 3.80!) 1.50| 0 0 0 0 
15.70 | 13.40 | 11.00 8. 70 6. 40) 4.10 1 80 0 0 0 0 
16.00 | 13.7 11.40 | 9.10 | 6,80 4.50) 2.20) 0 0 0 0 
16.40 | 14.10 | 11.80 | 9.50) 7.10 4. 80 i 2.50 | 20 0 0 0 
16.70 | 14.40 | 12.10 | 9.80 7. 50} 5. 20 , 3 90 -60) 0 0 0 
17.10 | 14.80 | 12.50 | 10.20 7.90) 5.60 3. 30 ‘ 90 0 0 0 
17.50 | 15.20 | 12.80 | 10.50} 8.20| 5.90! 3.60) 1. 30 0 0 0 
17.80 | 15.50 | 13.20 | 10.90 | 8.60) 6,30 4. 00 1,70 0 0 0 
18.50 | 16.10 | 13.80 | 11.50; 9.20!) 6.90! 4.60) 2.30] 0 0 0 
19.40 | 17.00 | 14.70 | 12.40 | 10.10 7.80 | 5.50} 3.20 - 90 0 0 
20.30 | 17.90 | 15.60 | 13.30 | 11.00) 8, 70 6.40) 4.10) 1. 80} 0 0 
21,20 | 18.80 | 16.50 | 14.20 | 11.90 9.60} 7.30] 5.00 2. 70 - 40 0 
Belo / Eel ee |e | ee) se) se) 8! 18) 8 
34.90 | 21:50 | 19.20 | 16.90 | laa 12.30 10. 00 7.70 5, 40 3.10 | 80 
" 22.40 | 20.10 | 17.80 | 15.50 | 13. 0. 90 . 6 K ‘ . 
2 0 23.30 | 21.00 | 18.70 | 16.40 | 14.10 | 11.80 | 9.50] 7.20| 4.90/| 2.60 
26.60 | 24.20 | 21.90 | 19.60 | 17.30 | 15.00 | 12.70 | 10.40 | 8.10] 5.80) 3.50 
27,90 | 25.60 | 23.30 | 21.00 | 18.70 | 16.40 | 14.10 | 11.70] 9.40] 7.10! 4,80 
29.70 | 27.40 | 25.10 | 22.80 | 20.50 | 18.20 | 15.90 | 13.50 | 11.20} 8.90] 6.60 
$170 $130.....| 31.50 | 29.20 | 26.90 | 24.60 | 22.30 | 20.00 | 17.70 | 15.30 | 13.00 | 10.70! 840 
$180_-222-| $190-227-] 33.30 | 31.00 | 28.70 | 26.40 | 24.10 | 21.80 | 19.50 | 17.10 | 14.80 | 12.50 | 10.20 
$190.......1 $200..... 35.10 | 32.80 | 30.50 | 28.20 | 25.90 60 | 21.30 | 18.90 | 16.60 | 14.30 | 12.00 
18 percent of the excess over $200 plus— 
$200 and over.......-| 36.00 | 33.70 | 31.40 | 20,10 | 26,80 | 24.50 | 22.20 | 19,80 | 17.60 | 15.20 | 12.903 








92 REVENUE ACT OF 1955 


sf the payroll period with respect to an employee is weekly— 





And the wages 
are— 


And the number of withholding exemptions claimed is— 
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The amount of tax to be withheld shall be— 
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18 percent of the excess over $200 plus— 
#200and over........- 36.00 | 38.30 | 30.60 | #7.90 | 26.20 | #2. 60 | 19,80 | 17.20 | 14,60 | 11.80 | 
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REVENUE ACT OF 1955 


Cif the payroll period with respect to an employee is biweekly— 





And the wages are— 


And the number of withholding 





1 | 2 stals 








The amount of tax to be withhe!d shall be— 
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$0 #0 $0 $0 
0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 | 0 0 
0 0 | 0 0 
0 0 an es 
0 0 0 1; 0 
0 0 re 
0 0 ate 
.30/ 0 0 | 0 
.70| 0 0 | 0 
1.00; 0 0 0 
140! 0 o. 20 8 
1.70!) 0 0 i 0 
ae 8 16.5 @ 
2.50) 0 | 0 | 0 
2.80) 0 e a 
3.20; 0 0 i Oo 
3.50) 0 i 0 | 0 
390; 0 | 0 | 0 
4.30, 0 0 0 
4.60! 0 0 0 
5.00| .40] 0 0 
5. 30 .70} 0 0 
5.70 110; 0 0 
6.10} 1.50/ 0 0 
6. 40 1.80) 0 0 
6.80; 220; 0 | 0 
7.10} 250} 0 | 0 
7.50} 2.90) 0 0 
7.90! 3.30 0 0 
8.20) 360) 0 0 
8.60} 400! 0 0 
8.90! 430) 0 | Oo 
9.30 | 4.70 10} 0 
9.70} 5.10} .40; 0 
10.00 5.40} .80| 0 
10.40; 5.80; 120 O 
10.70; 6.10) 1.50 0 
11.10; 6.50] 1.90) 0 
11. 50 6.90 | 2.20 0 
11.80 | 7.20; 260) 0 
12.20| 7.60} 3.00| 0 
12.70} 810} 3.50) 0 
13.40} 8.80; 4.20) 0 
14.20 9.60) 4.90) 30! 
14.90 | 10.30} 5.70] 1.00 
15. 60 11.00 | 6.40 | 1.80 
16.30 | 11.71 7.10} 2.50 
17.00 | 12.40) 7.80 | 3.20 
17.80 | 13.20| 8.50| 3.90 
18.50 | 13.99; 9.30] 4.60) 
19.20 | 14.60 | 10.00 | 5.40 | 
19.90 | 15.30 | 10.70 | 6.10 
20.60 | 16.00 | 11.40) 6.80 
21.40 | 16.80) 12.10) 7.50) 
22.10 | 17.50 | 12.90} 8.20) 
22.80 | 18.20 | 13. 60 | 9. 00 
23.50 | 18.90 | 14.30; 9.70 
24.20 | 19.60 | 15.00 | 10.40 
25.00 | 20.40 | 15.70 | 11.10 
25.70 | 21.10 16.50 | 11,80 
26.40 | 21.80 | 17. ; 











22.00 | 17.40 

33.10 | 28.50 | 23.80 | 19. 20 
90 | 30.30 | 25.60 | 21.00 
36.70 | 32.10 | 27.40 | 22.80 
38. 50 | 33.90 | 29.20 | 24.60 
40.30 | 35.70 | 31.00 | 26. 40 
42.10 | 37.50 | 32.80 | 28.20 
43.90 | 39.30 | 34.60 | 30.00 
46.60 | 42.00 | 37.30 | 32.70 
50. 20 | 45.60 | 40.90 | 36. 30 
53.80 | 49.20 | 44.50 | 39. 90 
57.40 | 52.80 | 48.10 | 43. 50 
61.00 | 56.40 | 51.70 | 47.10 
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18 percent of the excess over $400 plus— 





15] | 





72.00 | 67.40 | 62.80 | 58. 20 | 53.50 | 48.90 | 44. 30 | 39.70 | 35. 10 | 30. 50 | 25. 80} 











24 REVENUE ACT OF 1955 
If the payroll period with respect to an employee is biweekly— 















































































































. +“ claimed is— 
And the wages are— And the number of withholding — 
4 5 7 | 8 9 oats 
But less 0 1 2 3 
iu 
ear | - The amount of re to be withheld shall be— 
| | | #0 40 
weet! a lg #0 0 | 9 0 | ” 0 
§. 60 20: O : : e : 
6.90} .60! 0 0 0 | . 48 rE 0 
670| 130| 0 0 0 A oak 0 0 0 
6.70 | 1.30 | 
7.00| 1.60! 0 0 0 | 0 0 | ° 0 0 
7.40\ 2.00| 0 4 a be ae be | 4 4 0 0 
g10| awl o 0 eo. hae Ve 0 0 0 
0 | $10| 0 | 0 0 | 0 0 0 0 0 
8. 50 3.10 0 0 | | : | - | ¢ : ° 0 
owl sels oI 2 oe Wie 0 0 0 0 
9, 90 &. 80 0 0 j : i3 re : ¢ | 
9. 50 5. 20 0 0 } 0 ers | o | 0 0 0 | 0 
9. 90 4. 50 0 0 : : is b- | ° ° 0 
10.30} 4.90| 0 | 9 Pa ae Seas 2 | 3 
10. 60 5.20: 0 | 9 | 9 | o | o 0 | 9 
irasi cosl. ‘ale & a Ea © See 0 0 | 0 
11.30| 6.00}; .60 0 }2 |2 |e |e 0 0 
11.70 | 6.30! .90 oe ee es se 0 
| 19. 10 6.70 | 1, 30 Fis io | 0 } 0 | 0 0 0 
12.40 7.00} 1.7 0 | 0 }9 |9 | 2 0 ; E 
12. 80 7.40) 2&. 00 0 | Oo | oO i oO i 0 0 0 | 2 
13.10 | 7.80| 2.40 0 | 9 “a RS Se ae 7 | 
3 50 8.10 2.70 | 0 0 i Oo | oO 0 | ¢ 
13.90; 850) 3.10, 0 | 0 0 PiGcde tae | 
heiey ies ie ae | o ae ee 0 | 0 
14.60 9. 20 8. 80 0 | 4 : | : Be ig ° | 0 
| 14.90) 9.60) 4.20) 0 Paes Be 0 10 0 | 9 
15.30 9. 90 4.60} 0 | - 4 | 0 4 | o 4 0 
15.70 | 19.80 4. 20 0 ee . . . : | ° | 
16.96 | 10.60} 6.380} 0 *o|o |o |o 0 jak A 0 
16.40 | 11.00 5.6 | = ~ ig | : 9 : e: | 0 
7:10 | oe ‘ 5 0 | ‘gol o "liege Bee 0 | 0 | 0 | 9 
7.10 | 11.7 30) of | | 
iegcae is (cies be 4 
He Rd TS ae | 0 6: “lia 0 |c¢ | 0 9 
73h as 4B o| 0 a S10 é ie.1* 9 
ag AR} US SSF 0 0 | 0 a ee 0 
18.90 | 13.50 | 8.19) 2.79 | 0 0 0 9 jo | 0 0 
ieonlttenl- eer} + 0 9 | 0 6c -158 y 0 
19.60 | 14.90 8.90 5. ou ys 4 lo lo lo 0 
£0.00 | 14.60} 9.20 | $.89 0 0 | 9 eae pe | 
20.30 | 1.001 9. 69 a i a ri) 0 n 0 n | 0 
at EE kd 0 | 0 0 0 0 ae ae n) 
21.19 | 18.20 | 19.30) 4.99 | 0 0 0 0 ee 
21.40 | 18.90 | 10.70 4. 50 in rh) 0 n 0 | 0 | ( 
eo 18. 60 11 29 5,89 er 0 | 9 0 0 0 4 
3.40 | 18001 18.60| 290! £901 0 | 0 0 0 |o0 | 9 
23.40 | 18.00 | 12.60 7: £n f : - : ee | 0 
4.19 | 18.70 | 13.40) 8.00 | £60 6 0 0 ee 
24.80 | 19.50 | 14.10 8.7 $. *° | 0 0 a 0 0 | 7 
ot | ceeniatee bate ok | 0 0 0 0 ae I 3 
i | oer wees wees F59| 10| 0 0 0 | 0 0 
27.00 | 21.60 | 16.80 | 10.89 5.59 | 10| 0 0 ¢ | 0 0 
97.70 | 99.01 17.00) 11 60 | 6.20 | ui 8 0 ee 0 
2°. 4 | 93.10 | 17.70 | 19.90 6. 90 | 1-80) 0 0 9 | 8 y 
£9.20 | 28.80 | 18. 40 | 18.00 | 7. 60| £20) 0 0 0 | 0 
29.90 | 24.50 | 19.10 | 18.7 899) $00} 9 | 0 0 4 
$0.60 | 95.20 | 19.80 | 14.40 g10| 370) 9 | 9 o |e | 
coos | ones | tee adeel oe 501 610|0 | 0 0 0 
$2.00 | 26.70 21.30 | 15.90 | 1 80 | $10) 0 | 9 0 0 ° 
82.80 97.40 | 28.00 16.60 | 11. 9) £9) .9| 9 0 0 
$3.50 | 28.10 | 28.70 | 17.80 | 11.90) 6 m0 | 1.90) 0 0 0 0 
34.20 98.80 93.40 | 18.00 | 12. 70 | 7.90) 1.90) 0 0 0 0 
$1.20 | 29.50 | 24.20 | 18.80 | 18. 40 £09) £00) 9 0 0 ° 
$5.00 | $0.30 | 24.90 19.50 14.10 2%) 22) 9 0 0 
F 86,90 | $1.50 | 26.10 od - S e001 Ga 1.001 0 : ° 
O01 mr | oe ” OL 0 19.00 | 18.60| &90| # 8 | 0 0 0 
42.30 | 30:90 | $1.60 | 20.10 | #8 | 18 40 10.00 | 4. a} 0 | 9 0 
44.10 | $8.70 $8.30 | 27.90 | 98.60 | 17.90 | 11. 49} 1.00 0 0 
£50 | Sogo | S510 | 207 0| 19.00 | 18.00 | &80| 2.80 | 
47:50 | 40.90 | 30:00 | 3180 | BR #0.80 | 16.40 10.00 | 4.60) 0 | 0 
0.80 | 4610 | $8 8.00 | 22.60 | 17. 00} 0 
| 31:30 | 46.90 | 40.00 | $8.10 | 29.80 £1.40 | 19.00 | 18.00) 8.20) £80 9 
1 70 | 42.30 38 90 | $1.60 | 26.90 | $0.80 | 15, 100 | 4 O 
| $6, 80 | 20.40 | 4600 | $8.60 | $4.90 | 28.90 | 3.60 | 18.10 | 12.70 | 7-30 | 2.00 
69. 4 20 | $7.90 | $8.60 | 87. : $0 | 10.90 | 6.69 
| 65 00 | oreo | beso | 4080 | 1.60 , $6.10 | $0.70 £5.80 | 19.90 | 14. 8. 20 
60:80 | 6120 | 65.80 | $0. rae O | $9.70 | $4.80 | 28.90 | 23.50 | 18.10 | 12. 4 
0.90 | 64.80 | 50.40 | 800 | 487 | $2.50 | 7.10 | 91.70 | 16.4 
70.90 | 64,20 | | 69.40 | 4.00 | 48.70 | 48.30 | $7.90 | 











18 percent of the erc: 8s over $400 p!us— 








$400 and over........-| 72.00 | 66.60 | 61.20 | 66.80 | 60.60 | 46. 10 | $9.70 | 34. 30 | 28, 90 £9, 50 | 18.20 














REVENUE ACT OF 1955 25 
{If the payroll period with respect to an employee is semimonthly— 
















































































. And the wages are— And the number of withholding exemptions claimed is— 
0 1 2 | 3 4 5 6 7 | s | Re 
But less more 
; Atleast | But les | 
sy The amount of tax to be withheld shall be— 
| 
%o | js /|s |g |g |g |g | $0 
e 16 0 0 0 0 0 ees a 
S Pe 0 0 0 0 0 o | 0 
0 0 0 0 0 0 0 e186 
0 | 0 0 0 0 0 0 0 0 
e-.ia 0 0 0 0 0 0 0 
¢ $e 0 0 0 0 0 0 0 
0 | 0 0 0 0 0 0 . 8S 
0 | 0 0 0 0 0 0 0 } 0 
0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 » Te 
0 0 0 0 0 0 e io |e 
0 | 0 0 0 0 0 Ge is | 0 
0 1; 0 0 0 0 0 0 0 | 0 
.30} 0 0 0 0 0 0 0 | 0 
-6€0) 0 0 0 0 0 0 0 | 0 
1.00} 0 0 0 0 0 0 “et { 
1.30 | 0 0 0 0 0 0 “aes ea ; 
1.70 | 0 0 0 0 0 0 0 0 ° 
2.10 0 0 0 0 0 0 0 | 0 ‘ 
2.40} 0 0 0 0 0 0 o Ts ' 
2.30/ 0 0 0 0 0 0 a; { 
3.10 | 0 0 0 0 0 0 0 0 ' 
3.50] 0 0 0 0 0 | 0 0 0 ; 
3.90 | 0 0 0 0 0 | 0 0 0 i 
420) 0 0 0 0 0 0 0 0 , 
4.60) 0 0 0 0 0 0 0 0 ’ 
¢ 4.90 | 0 0 0 0 0 0 a te F 
30} $30} .30/ 0 0 0 0 | 0 0 0 i 
; 5.70 | .70} 0 0 0 0 | 0 0 0 j 
‘ 6.00} 1.00] 0 0 0 0 0 0 | 0 } 
6.40} 1.40! 0 0 0 0 0 0 | 0 ' 
7 6.70 | 1.70) 0 0 0 0 ee Sas ee H 
2 7.10; 210; 0 0 0 0 0 0 ; 0 ‘ 
250] 7.50] 250! 0 0 a 0 0 ae 4 
$98__.. .80 | 7.80) 280) 0 0 0 0 0 ore ‘ 
$100... 13.20} & 20] 3.20] 0 0 0 0 0 0 | 0 
$102... 13.50 | 850] 3.50] 0 0 0 0 aa |e al 
13.90 | 890} 3.90| 0 0 0 0 | 0 o> 1s 
—— 14.30 | 9.30) 4.30) 0 0 0 0 0 | 90 | 0 ‘ 
aah 14.60} 960) 460) 0 0 0 0 oe e~'t-¢ ; 
=e 15.00 | 10.00 | 5.00} 0 0 0 0 oe hee re 
$ 15.30 | 10.30 | 5.30} .30) 0 0 0 0 | 0 | 0 ) 
15.70 | 10.70} &70{ .70} 0 0 0 a des 2 
-  _ “ii 16.10 | 11.10 | 6.10} 1.10} 0 0 0 | 0 ; 0 | 0 : 
» fe BiB... 16.40 | 11.40 | 6.40} 1.40} 0 0 0 | 0 0 0 ‘ 
cox )|l ee | 17.00 | 1200 | 7.00/ 209] 0 0 0 0 oo} 0 ' 
117.70 | 12.70; 7.70; 270) 0 0 0 0 0 | 0 ‘ 
. 2 ees | 18.40 | 13.40) &40| 3.40| 0 0 0 Se Ses i 
. i ees 19.10 | 14.10) 910} 410) 0 0 0 i *. 0 } 
, fi §4a6Q...... 19.80 | 14.80) 9.80; 480); 0 0 0 0 1 0 0 4 
.- ei Bowes 20.60 | 15.60 | 10.60; 560) .60) 0 0 0 | 0 0 ‘ 
_ a Bee) 21,30 | 16.30 | 11.30 | 6.30; 130) 0 0 e 1:0 0 ; 
_ ‘i . en 22.00 | 17.00 | 1200 | 7.00) 200) 0 0 a 0 ; 
) 22.70 | 17.70 | 1270} 7.70) 270! 0 0 0 | 0 0 
) 23.40 | 1840 | 13.40 | 840) 3.40| 0 0 0 | 0 0 
a, et ROW... 24.20 | 19.20 | 14.20) 920) 420) 0 0 0 | 0 | 0 
5 i “i cecce 29.90 | 24.90 | 19.90 | 14.90) 990) 49) 0 0 0 0 0 
a _ | ‘ 30.60 | 25.60 | 20.60 | 15.60 | 10.60) 560; .60; 0 0 0 0 
a (a sees 30 | 26.30 | 21.30 | 16.30 | 11.30) 630) 1.30) 0 0 0 | 0 
0 a $1%6......-| | 27.00 | 22.00 | 17.00 | 12.00} 7.00) 200) 0 0 0 0 
o i $18...) | 27.80 | 22.80 | 17.80 | 12.80) 7.80) 280) 0 0 0° | 0 
0 | 28.50 | 23.50 | 18.50 | 13.50) 850) 3.50) 0 0 0 0 
a 6 ) |. oe 29, 20 | 24.20 | 19. 20 | 14. 20 | 9. 20 | 4.20) 0 0 0 0 
1 ft Sie | 29.90 | 24.90 | 19.90 | 14.90} 9.90) 4.90) 0 0 0° | 0 
ao aD ° SBBceaee | 30,60 | 25.60 | 20.60 | 15.60 10.60! 5.60) .60| 0 0 | 0 
: i Soa | 31.90 | 26.90 | 21.90 | 16.90 | 11.90} 690; 190) 0 ~ cee 
0 33.70 | 28.70 | 23.70 | 1870 | 13.70) &70) 370/ 0 0 0 
0 35. 50 | 30. 50 | 25.50 | 20.50 | 15.50 | 10.50 | 5.50 50; 0 | 0 
0 | 37.30 | 32.30 | 27.30 | 22.30 | 17.30 | 1230/ 7.30) 230/ 0 | 0 
0 39.10 | 34.10 | 29.10 | 24.10 | 19.10 | 14.10) 9.10) 4.10| 0 0 
0 | 40.90 | 35.90 | 30.90 25.90 | 20.90 | 15.90 | 10.90) 5.90) .9/ 0 
0 | 42.70 | 37.70 | 32.70 | 27.70 | 22.70 | 17.70 | 1270| 7.70) 270) 0 
0 | 44.50 | 30.50 | 34.50 | 20.50 | 24.50 | 19.50 | 14.50, 9.50 | 4.50] 0 ‘ 
2.00 | 46.30 | 41.30 | 36.30 | 31.30 | 26.30 | 21.30 | 16.30 | 11.30) 6.30 | 1.30 
6.60 | 48.10 | 43.10 | 38.10 | 33.10 | 28.10 | 23.10 | 18.10 | 13.10) 810) 3.10 
9. 20 | 50.80 | 45.80 | 40.80 | 35. 80 30. 80 | 25.80 | 20.80 | 15.80 | 10.80 | 5.80 
12.80 | 54.40 | 49.40 | 44.40 | 39.40 | 34.40 | 29.40 | 24.40 | 19.40 14.40 | 9.40 
16. 40 | 58.00 | 53.00 | 48.00 | 43.00 | 38.00 | 33.00 28.00 | 23.00 18.00 13.00 
. | 61. 60 | 56. 60 | 51. 60 | 46.60 | 41.60 | 36.60 | 31.60 | 26.60 21.60 16. 60 
20 | 65.20 | 60.20 | 55.20 | 50.20 | 45.20 | 40.20 | 35.20 | 30.20 | 25.20 | 2. 20 
oy 80 | 68. 80 | 63.80 | 58. 80 53.80 | 48.80 | 43.80 | 38.80 | 33.80 | 28.80 | 23. 80 
18.20 40 | 72.40 | 67.40 | 62.40 | 57.40 | 52.40 | 47.40 | 42.40 | 37.40 | 32.40 | 27. 40 
conned Laasaeicee ---=-| $1.00 | 76.00 | 71.00 | 66.00 | 61.00 | 56.00 | 51.00 46.00 | 41.00 | 36.00 | 31.00 
$400-------| $480.----] 84. 60 | 70.60 | 74.60 | 6 60 | 64.60 | 58.60 | 54.00 49. 60 | 44.60 | 39.60 34. 60 
$480.....| $500.....| 88.20 | 83.20 | 78.20 | 73.20 | 68.20 | 63.20 | 68.20 | 53.20 | 48.20 | 43.20 | 38.20 
18 percent of the excess over $500 plus— 
; 
$500 and over........| 90.00 | 85.00 














80.00 | 75.00 | 70.00 | 65.00 | 60.00 | 55.00 | 50.00 | 45.00 | 40.00 
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94 REVENUE ACT OF 1955 
If the payroll period with respect to an employee is biweekly— 


And the wages are— And the number of withholding exemptions claimed is— 
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The amount of tax to be wanes shall be— 
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24. $0 
26.10 
27. 90 
29.70 
$1. 50 | 
83. $0 | 
35.10 
36. 90 
00 | $9.60 | 
48.60 | 43.20 | | $2. 
2.20 | 46.80 60 , $6.10 | 80. 
-£0 | 65.80 | 60. 40 | 45.10 | $9.70 | $4.80 
70. 20 | 64. 80 | | $9.40 | 4.00 | 48 70 | 48.80 | $7.90 | 


> percent of the exe ss over $400 plus— 
$400 and over.........| 72.00 | 66.60 | 61.20 | 66.80 | 60. 60 | 45. 10 | $9.70 | 34.30 | 28, 90 23, 50 | 18.20 
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REVENUE ACT OF 1955 
[if the payroll period with respect to an employee is semimonthly— 
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And the wages are— And the number of withholding exemptions claimed is— 
0 1 2 3 4 5 | 6 7 | 8 9 10 or 
But less ore 
. Atleast | “than | | = 
‘ The amount of tax to be withheld shall be— 
%o | |g |g |g | | | $0 
; 0 | 0 0 0 0 0 a a 
| 0 0 0 0 0 0 0 | 0 
este 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 
0 ; 0 0 0 0 0 0 0 
| 0 | 0 0 0 0 0 xe TO 
L@ sie 0 0 0 0 0 0 
Wee 0 0 0 | 0 0 0 
0 0 0 0 0 0 0 | 0 
0 0 0 0 0 } 0 0 0 
| 0 0 0 0 eo 0 | 0 
| 0 0 0 0 0 0 0 | 0 
0 0 0 0 0 0 0 | 0 
1; 0 0 0 0 0 0 0 | 0 
.30/ 0 0 0 0 0 0 0 | 0 
60) 0 0 0 0 0 0 0 | 0 
00! 0 0 0 0 0 0 ha 
30 | 0 0 0 0 0 0 | 0 0 
70 | 0 0 0 0 0 a 0 
10; 0 0 0 0 0 0 | 0 | 0 
40} 0 0 0 0 0 0 a 
80} 0 0 0 0 0 0 0 
10; 0 0 0 0 0 0 0 0 
| 0 0 0 0 0 0 0 0 
9; 0 0 0 0 0 0 0 0 
20 0 0 0 0 0 0 0 0 
0) O | 0 0 0 ) 0 0 0 
mi 8.16 0 0 0 0 0 0 
30 .30 0 0 0 0 0 | 0 0 
70; .70) 0 0 0 | 0 | 0 | 0 0 
00} 1.00) 0 0 St 0 | 0 0 
1.40 | 1.40) 0 0 0 0 0 i 0 0 
70 170) 0 0 0 0 0 | 0 0 
10 210; 0 0 0 0 0 i 0 0 
50 2. 50 0 0 0 0 0 0 0 
80} 280! 0 0 0 0 ¢ la--}* 
2; 320) 0 0 0 0 0 i 0 | 0 
50 | 3.50 0 0 0 0 ; 0 i 0 | 0 
9 | 3.90) 0 0 0 0 0 | 0 1} 0 
30 | 4.30; 0 0 0 0 0 | 0 0 
| 60 4. 60 0 0 0 0 0 0 
| .00| 5.00) 0 0 0 0 ee 0 
.30 | 5.30) .30) 0 0 0 0 i 0 | 0 
) .70 | 5.70; .70); 0 0 0 | 0 i 0 0 
) -10} 610; 1.10] 0 0 a 0 0 
} 40; 640) 140) 0 0 0 | 0 0 0 
; 200! 7.00) 209) 0 0 0 | 0 0 0 
, 2.70} 7.70} 270] 0 0 eee 0 0 
d 3.40} 840} 3.40) 0 0 0 0 | 0 0 
4 10} 910) 410) 0 0 0 0 0 0 
) 80' 980) 480) 0 0 0 0 | 0 0 
7 60 | 10.60 | 5.60 .60 | 0 0 0 | 0 0 
rs 305 11.30 | £30) 1.30) 0 0 0 ; 0 0 
0 00 | 12.00 7.00; 200; O 0 0 | 0 0 
0 70} 1270} 7.70) 270] 0 0 0 0 0 
0 40 | 13.40} 840) 3.40] 0 0 e 1-6 0 
0 20 | 14.20) 920) 420) 0 0 0 | 0 0 
0 9.90 | 14.90 9.90 | 4,90 0 0 | 0 0 1 Oo 
0 60 | 15.60 / 10.60) §60/ .60/0 | 0 |o | 0 
0 30 | 16.30 | 11.30; 630) 1.30) 0 ee OMS se 
0 0 | 17.00 | 12.00; 7.00) 200); 0 0 | 0 | 0 
0 80 | 17.80 | 12.80) 7.80) 280) 0 0 | 0 0 
0 50) 18, 50 13. 50 8.50; 3.50 0 0 | 0 0 
4 20 | 19.20 | 14.20) 9.20} 4.20) 0 0 |o Jo 
0 90 | 19.90/ 14.90; 990) 49) 0 | 0 | 0 | 0 
0 80 | 20.60 | 15.60 | 10.60 | 5.60 6; 0 | 0 | 0 
0 26.90 21.90 | 16.90 | 11.90] 690; 190) 0 | 0 0 
0 28.70 | 23.70 | 1870 | 13.70) 870) 3.70) 0 0 0 
0 30. 50 | 25.50 | 20.50 | 15.50 | 10. 50 5. 50 . 50 0 0 
0 . 30 | 32.30 | 27.30 | 22.30 | 17.30 | 1230] 7.30) 230] 0 0 
0 | 39. 34.10 | 29.10 | 24.10 | 19.10 | 14.10 | 9.10 4.10; 0 0 
0 $250....cc« > 45.90 | 40.90 | 35.90 | 30.90 | 25.90 | 20.90 | 15.90 | 10.90 4.90; .90 0 
0 . SSE $270..... 47.70 | 42.70 | 37.70 | 32.70 | 27.70 | 22.70 | 17.70 | 12.70 7.70} 270) 0 
A / ee $280..... 49.50 | 44.50 | 39.50 | 34.50 | 29.50 | 24.50 | 19.50 | 14.50 | 9.50 4. 50 0 
2.00 | «area $200.....| 51.30 | 46.30 | 41.30 | 36.30 | 31.30 | 26.30 | 21.30 | 16.30 | 11.30 | 6.30 1. 30 
5.60 __ $300..... 53.10 | 48.10 | 43.10 | 38.10 | 33.10 | 28.10 | 23.10 | 18.10 | 13.10 8.10 3. 10 
9. 20 ewan $320..... 55. 80 50.80 | 45.80 | 40.80 | 35.80 | 30.80 25. 80 | 20.80 | 15.80 | 10.80 5. 80 
12, 80 $320....... $340..... 59. 40 54. 40 } 49.40 | 44.40 | 39.40 | 34.40 | 29.40 | 24.40 | 19.40 14.40 9. 40 
16. 40 Rinconine $360..... 63.00 | 58.00 | 53,00 | 48.00 43.00 | 38.00 | 33.00 | 28.00 | 23.00 1860 | 13.00 
——— $360....... $380..... 66.60 | 61.60 56.60 | 51.60 | 46.60 | 41.60 | 36.60 | 31.60 | 26.60 21.6 16. 60 
$380.......] $400.....] 70.20 | 65.20 | 60.20 | 55.20 | 50.20 45.20 | 40.20 | 35.20 | 30.20 | 25.20 | 20. 20 
wer" hatnbae|. Sasecaay 78.8 | 8.90 | CRS) | 00.90 | SD | OH | AH | BH | BO | Bw 23. 80 
18.80 $420.......| $440.----| 77.40 | 72.40 | 67.40 | 62.40 | 57.40 | 52.40 | 47.40 | 42.40 | 37.40 | 32.40 | 27. 40 
— $440.......| $460..... 81.00 | 76.00 | 71.00 | 66.00 | 61.00 | 56.00 | 51.00 | 46.00 | 41.00 | 36.00 31.00 
$460.......] $480..... 84. 60 7H. 00 | 74. 60 | 69. 60 | 64. 60 59. 60 64.60 | 49.60 | 44.00 | 38.0 | 34.00 
$480... --| $500.....| 88.20 | 83.20 | 78.20 | 73.20 | 68.20 | 63.20 | 58.20 48. 20 | 43.20 | 38.20 
18 percent of the excess over $500 plus— 
$500 and over........| 90.00 | 85.00 | 80.00 | 75.00 | 70.00 | 65. 00 | 60.00 | 55.00 | 50. 00 | 45.00 | 40. 00 
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If the payroll period with respect to an employee is semimonthly— 


And the number of withholding exemptions claimed is— 
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The amount of tax to be withheld shall be— 
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$290..... 
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600 and over........-| 90.00 | 84.20 | 78.30 | 78.60 | 06.70 | 0.80 | 66.00 | 49.20 | 48.30 | 87.60 | s1.70 
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REVENUE ACT OF 1955 
Cif the payroll period with respect to an employee is monthly— 
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And the wages are— And the number of withholding exemptions claimed is— 
0 1 2 3 10 or 
pre But less ; 4 5 6 7 | 8 9 
The amount of tax to be withheld shall be— 
$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 
40) 0 0 0 0 0 0 0 0 0 
1.20) 0 0 0 0 0 0 0 0 0 
1.90) 0 0 0 0 0 0 0 0 0 
2.60} 0 0 0 0 0 0 0 0 0 
3.30} 0 0 0 0 0 0 0 0 0 
4.00} 0 0 0 0 0 0 0 0 0 
4.80 | 0 0 0 0 0 0 0 0 0 
5.50] 0 0 0 0 0 0 0 0 0 
fi, 20 0 0 0 0 0 0 0 0 0 
6.90! 0 0 0 0 0 0 0 0 0 
7.601 0 0 0 0 0 0 0 0 0 
8. 40 0 0 0 0 0 0 0 0 0 
9.10} 0 0 0 0 0 0 0 0 0 
9.80} 0 0 0 0 0 0 0 0 0 
1050} .50! 0 0 0 0 0 0 0 0 
11. 20 L®@) 0 0 0 0 0 0 0 0 
12. 00 200) 0 0 0 0 0 0 0 0 
12.7 270 0 0 0 0 0 0 0 0 
13.40; 3.40) O 0 0 0 0 0 0 0 
14.10) 4.10] 0 0 0 0 0 0 0 0 
14. 80 4.80 0 0 0 0 0 0 0 0 
15. 60 4. 60 0 0 0 0 0 0 0 0 
16. 30 6. 30 0 0 0 0 0 0 0 0 
17.00} 7.00! 0 0 0 0 0 0 0 0 
17.70 | 7.70} 0 0 0 0 0 0 0 0 
18. 40 8. 10 0 0 0 0 0 0 0 0 
19. 20 9. 20 0 0 0 0 0 0 0 0 
19.90! 9.90} 0 0 0 0 0 0 0 0 
20.60 | 10.60 60 0 0 0 0 0 0 0 
21.30 | 11.30; 1.30; 0 0 0 0 0 0 0 
22.00 | 12.00) 2.00 0 0 0 0 0 0 0 
22.80} 12.80) 2.80] 0 0 0 0 0 0 0 
23.50 | 13.50} 3.50] 0 0 0 0 0 0 0 
24.20 | 14.20 4. 20 0 0 0 0 0 0 0 
24.90 | 14.90 4.90 0 0 0 0 0 0 0 
25. 60 5.60} 5.60 0 0 0 0 0 0 0 
26.40 | 16.40 6. 40 0 0 0 0 0 0 0 
27.10 | 17.10} 7.10; O 0 0 0 0 0 0 
27.80 | 17.80} 7.80] 0 0 0 0 0 0 0 
28.50 | 18.50; 8.50) 0 0 0 0 0 0 0 
29.20/ 19.20] 920/ 6 0 0 0 0 0 0 
30.00 | 20.00 | 10.00/ 0 0 0 0 0 0 0 
30.70 | 20.70 | 10.70} .70]) 0 0 0 0 0 0 
31.40 | 21.40 | 11.40] 1.40] 0 0 0 0 0 0 
32.10 | 22.10} 12.10] 2.10! 0 0 0 0 0 0 
32.80 | 22.80] 12.80| 280! 0 0 0 0 0 0 
33.90 | 23.90 | 13.90} 3.90) 0 0 0 0 0 0 
35.40 | 25.401 15.40! 5.40] 0 0 0 0 0 0 
36.80 | 26.80 | 16.80/ 6.80] 0 0 0 0 0 0 
38.20 | 28.20 | 18.20} 8.20) 0 0 0 0 0 0 
39.70 | 29.70 | 19.70} 9.70!) 0 0 0 0 0 0 
41.10 | 31.10 | 21.10 | 11.10} 1.10] 0 0 0 0 0 
42.60 | 32.60 | 22.60 | 12.60} 2.60) 0 0 0 0 0 
44.00 | 34.00 | 24.00 | 14.00} 4.00] 0 0 0 0 0 
45.40 | 35.40 | 25.40 | 15.40] 5.40] 0 0 0 0 0 
46.90 | 36.90 | 26.90 | 16.90} 6.99] 0 0 0 0 0 
48.30 | 38.30 | 28.30 | 18.30} 8.30] 0 0 0 0 0 
: 49. 80 | 39.80 | 29.80 | 19.80} 9.80) 0 0 0 0 0 
4 51.20 | 41.20 | 31.20 | 21.20} 11.20; 1.20] 0 0 0 0 
2. 52.60 | 42.60 | 32.60 | 22.60 | 12.60} 2.60| 0 0 0 0 
% 54.10 | 44.10 | 34.10 | 24.10] 14.10! 4 10 | 0 0 0 0 
: 55. 50 | 45.50 | 35.50 | 25.50 | 15.50} 5.50| 0 0 0 0 
7.00 | 57.00 | 47.00 | 37.00 | 27.00 | 17.00} 7.00) 0 0 0 0 
68.40 | 58.40 | 48.40 | 38.40 | 28.40 | 18.40] 840) 0 0 0 0 
69.80 | 59.80 | 49.80 | 39.80 | 29.80 | 19.80} 9.80) 0 0 0 0 
71.30 | 61.30 | 51.30 | 41.30 | 31.30 | 21.30 | 11.30; 1.30] 0 0 0 
73. 80 | 63.80 | 53.80 | 43.80 | 33.80 | 23.80 | 13.80| 3.80) 0 0 0 
77.40 | 67.40 | 57.40 | 47.40 | 37.40 | 27.40 | 17.40] 7.40) 0 0 0 
81.00 | 71.00 | 61.00 | 51.00 | 41.00 | 31.00 | 21.00} 11.00] 1.00! 0 0 
84. 60 | 74.60 | 64.60 | 54.60 | 44.60 | 34.60 | 24.60 | 14.60) 4.60! 0 0 
88.20 | 78.20 | 68.20 | 58.20 | 48.20 | 38.20 | 28.20| 1820) &20/ 0 0 
91.80 | 81.80 | 71.80 | 61.80 | 51,80 | 41.80 | 31.80 | 21.80 | 11.80 1.80} 0 
95. 40 | 85.40 | 75.40 | 65.40 | 55.40 | 45.40 | 35.40 | 25.40 | 15.40 | 5.40) 0 
99.00 | 89.00 | 79.00 | 69.00 | 59.00 | 49.00 | 39.00 | 29.00 | 19.06) 9.00| 0 
102. 60 | 92.60 | 82.60 | 72.60 | 62.60 | 52.60 | 42.60 | 32.60 | 22.67 | 12.60) 2.60 
106. 20 | 96.20 | 86.20 | 76.20 | 66.20 | 56.20 | 46.20 | 36.20 | 26.z8 | 16.20) 620 
111. 60 |101. 60 | 91.60 | 81.60 | 71.60 | 61.60 | 51.60 | 41.60 | 31.60 | 21.60 | 11.60 
118, 80 |108. 80 | 98.80 | 88.80 | 78.80 | 68.80 | 58.80 | 48.80 | 38.89 | 28.80 | 18. 80 
126. 00 |116. 00 |106.00 | 96.00 | 86.00 | 76.00 | 66.00 | 56.00 | 46.U@ | 36.00 | 26.00 
133. 20 |123. 20 |113. 20 |103. 20 | 93.20 | 83.20 | 73.20 | 63.20 | 53.2 | 43.20 | 33. 20 
140. 40 |130. 40 |120. 40 |110. 40 [100.40 | 90.40 | 80.40 | 70.40 | 60.46 | 50.40 | 40.40 
147, 60 |137. 60 |127. 60 |117. 60 |107.60 | 97.60 | 87.60 | 77.60 | 67.66 | 57.60 | 47.60 
154. 80 |144, 80 |134, 80 |124. 80 [114.80 |104, 80 | 94.80 | 84.80 | 74.8 | 64.80 | 54.80 
162. 00 152.00 |142.00 |132.00 |122.00 |112.00 |102.00 | 92.00 | 82.00 | 72.00 | 62.00 
169, 20 |159. 20 [149, 20 |139. 20 [129.20 |119. 20 [109.20 | 99.20 | 89.20 | 79.20 | 60.20 
176, 40 1166. 40 1156. 40 1146. 40 1136. 40 |126. 116. 40 |106. 40 | 96.40 | 86.40 76. 40 
18 percent of the excess over $1,000 plus— 
$1,000 and over.......|180.00 |170.00 ]100.00 |180. 00 |140. 00 {130.00 {120.00 }110. 00 }100. 00 } 90.00 } #0. 003 
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28 REVENUE ACT OF 1955 


If the payroll period with respect to an employee is monthly— 


and papa And the number of withholding exemptions claimed is— 
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than 














The amount of tax to be withheld shall be— 
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57. 60 |145.90 |\134. 20 |128. 50 |110. 20 | 87.50 
164.70 |158. 129.70 106.40 | 94.70 
18 percent of the excess over $1,000 plus— 


$1,000 and over....... 168, 80 |186.70 |145.00 |183.80 181.70 |110.00 | 98.80 | 86,70 
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[If the payroll period with respect to an employee is a daily payroll period or a 


miscellaneous payroll period— 











And the wages And the number of withholding exempti | 
divided by the num.- | 
ber of days in such ‘ | | : | | | 10 or 
period 3 4 § | 6 7 9 
| | | more 














At least— 


the number of days in such period— 


The amount of tax to be withheld shall be the following amount multiplied by 
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$30.00 and over...... 
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$0 $0 $0 $o $o 

0 0 0 0 0 

0 0 0 0 0 

0 0 0 0 0 

0 0 0 0 0 

0 0 0 0 0 

0 0 0 0 0 

0 0 0 0 0 

0 0 0 0 0 

0 0 0 0 0 

0 | 0 0 0 0 

0 0 0 0 0 

0 0 0 0 0 

0 | 0 0 0 0 

0 | 0 0 0 i 0 
i .05) 0 0 a 

05] 0 0 oe - Ee 4 
; .10; O 0 0 | 0 
eh g 0 0 0 
| om 0 0 0 0 

21 6 -| 0 0 0 

21 e+ 2 0 0 

251 O° -] @ 0 0 

40) .05 0 0 0 

451 .10} 0 0 0 

.. 50 15] 0 0 0 

801 .20] 0 0 0 

55 | 251 0 0 0 

60 | . 30 0 0 0 

1 36) e-1 e 18 

70 35; .05/; 0 0 

75 40; .10/] 0 0 

80 45 | 35 0 0 

85 | 55; .20/] 0 0 

95 60 Fi oO -.1 ¢@ 
1,05 | 70; .40 .05 | 0 
115| ‘80! 45) .15| 0 

1, 20 | . 90 . 55 .25; 0 
130) 100] .65 .30 | 0 

1, 40 LO! .7 .40 .10 
150} 115] .85 0} .15 
1.60) 125} .90) .@0}] .25} 
1.65) 1.35} 100] .70] .35] 
1.75] 1.45] 1.10| [75] :45] 
| 1.85] 150] 1.20] .85 55 
|} 1.95) 1.60! 130) .95] .60] 
; 205! 1.70] 1.35] 1.05 70 | 
} 210; 180] 145] 115] .80] 
} 220; 190} 155] 120] .90} 
| 230; 195] 165] 1.30] 1.00} 
240) 205] 1.75) 140) 1.05 | 
|} 250) 215) 1.80) 1.50] 115 
|} 255) 225) 190) 160} 1.25} 
| 270! 235!) 2.05; 1.70] 1.40] 
} 290) 255) 225; 190) 1.55} 
} 3.05) 275] 240) 210) 1.75} 
|} 325! 290! 260! 225] 1.95 
|} 3.40} 3.10) 275) 2.45) 210 
| 3.60! 3.25) 295! 260} 230) 
| 3.80) 3.45) 315| 280/ 2.45] 
|} 3.95} 3.65) 3.30) 3.00) 2.65 
4.15; 3.80; 3.50) 3.15) 2.85 
4.30) 4.00/ 3.65) 3.35 3.00 


ceoccocococesocsooocoescoesco oS 











DWN HR Ree 
on cp : 
OD ee ee - 


| el el el el = 
B 





18 percent of the excess over $30 plus— 
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If the payroll period with respect toan employee is a daily payroll 


period or a miscellaneous payroll period— 





And the wages 
divided by the 
number of days 
in such period 
are— 


And the number of withholding exemptions claimed is— 
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The amount of tax to be withheld shall be the following amount 
multiplied by the number of days in such period— 
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* * * * * 


SEC. 4041. IMPOSITION OF TAX. 


(a) Diesen Fue.t.—There is hereby imposed a tax of 2 cents a gallon upon any 
liquid (other than any product taxable under section 4081)— 

(1) sold by any person to an owner, lessee, or other operator of a diesel- 
powered highway vehicle, for use as a fuel in such vehicle; or 

(2) used by any person as a fuel in a diesel-powered highway vehicle unless 
there was a taxable sale of such liquid under paragraph (1). 

(b) Specran Motor Fuveits —There is pd imposed a tax of 2 cents a 
gallon upon benzol, benzene, naphtha, liquefied petroleum gas, or any other 
liquid (other than kerosene, gas oil, or fuel oil, or any product taxable under 
section 4081 or subsection (a) of this section)— 

(1) sold by any person to an owner, lessee, or other operator of a motor 
vehicle, motorboat, or airplane for use as a fuel for the propulsion of such motor 
vehicle, motorboat, or airplane; or 

(2) used by any person as a fuel for the propulsion of a motor vehicle, motor- 
— “ —— unless there was a taxable sale of such liquid under para- 
graph (1). 

(ec) Rate Repvuction.—On and after April 1, [1955] 1956, the taxes imposed 


by this section shall be 144 cents a gallon in lieu of 2 cents a gallon. 
* ~ ~ * 


* 


* ” 


SEC. 4061. IMPOSITION OF TAX. 


(a) AvromMopiLes.—There is hereby imposed upon the following articles (in- 
cluding in each case parts or accessories therefor sold on or in connection therewith 
or with the sale thereof) sold by the manufacturer, producer, or importer a tax 
equivalent to the specified percent of the price for which so sold: 


(1) Articles taxable at 8 percent, except that on and after April 1, [1955] 
1956, the rate shall be 5 percent— 


Automobile truck chassis. 

Automobile truck bodies. 

Automobile bus chassis. 

Automobile bus bodies. 

Truck and bus trailer and semitrailer chassis. 

Truck and bus trailer and semitrailer bodies. 

Tractors of the kind chiefly used for highway transportation in combina- 

tion with a trailer or semitrailer. 

A sale of an automobile truck, bus, truck or bus trailer or semitrailer shall, 
for the purposes of this paragraph, be considered to be a sale of the chassis 
and of the body. 


(2) Articles taxable at 10 percent except that on and after April 1, [1955] 

1956, the rate shall be 7 percent— 

epson es chassis and bodies other than those taxable under para- 
graph (1). 

Chassis and bodies for trailers and semitrailers (other than house 
trailers) suitable for use in connection with passenger automobiles. 

Motorcycles. 

A sale of an automobile, trailer, or semitrailer shall, for the purposes of this 

paragraph, be considered to be a sale of the chassis and of the body. 

(b) Parts aNnp Accressortes.—There is hereby imposed upon parts or acces- 
sories (other than tires and inner tubes and other than automobile radio and 
television receiving sets) for any of the articles enumerated in subsection (a) 
sold by the manufacturer, producer, or importer a tax equivalent to 8 percent of 
the price for which so sold, except that on and after April 1, [1955] 1956, the 
rate shall be 5 percent. , 

* * * x * “ * 
SEC, 4081. IMPOSITION OF TAX, 


There is hereby imposed on gasoline sold by the producer or importer thereof, 
or by any producer of gasoline, a tax of 2 cents a gallon. On and after April 1, 
[1955] 1956, the tax imposed by this section shall be 1% cents a gallon in lieu 
of 2 cents a gallon. 


* ” * * cd * * 
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SEC. 5001. IMPOSITION RATE AND ATTACHMENT OF TAX. 


(a) Rate or Tax— 

(1) IN GENERAL.—There is hereby imposed on all distilled spirits in bond or 
produced in or imported into the United States an internal revenue tax at the 
rate of $10.50 on each proof gallon or wine gallon when below proof and a 
proportionate tax at a like rate on all fractional parts of such proof or wine 
gallon. On and after April 1, [1955] 1956, the rate of tax imposed by this 
paragraph shall be $9 in lieu of $10.50. 

(2) PrRopUCTS CONTAINING DISTILLED sPIrIts.—All products of distillation, 
by whatever name known, which contain distilled spirits or alcohol, on which 
the tax imposed by law has not been paid, shall be considered and taxed as 
distilled spirits. 

(3) IMPORTED PERFUMES CONTAINING DISTILLED spirits.—There is hereby 
imposed on all perfumes imported into the United States containing distilled 
spirits a tax of $10.50 per wine gallon, and a proportionate tax at a like rate 
on all fractional parts of such wine gallon. On and after April 1, [1955] 1956, 
the rate of tax imposed by this paragraph shall be $9 in lieu of $10.50. 

* * * * * * * 


SEC. 5022, TAX ON CORDIALS AND LICUEURS CONTAINING WINE. 


On all liqueurs, cordials, or similar compounds produced in the United States 
and not sold as wine, which contain more than 2’ percent by volume of wine of 
an alcoholic content in excess of 14 percent by volume (other than bottled cock- 
tails), there shall be paid, in lieu of the tax imposed by section 5021, a tax at the 
rate of $1.92 per wine gallon and a proportionate tax at a like rate on all frac- 
tional parts of such wine gallon until April 1, [1955] 1956, and on or after April 1, 

1955] 1956, at the rate of $1.60 per wine gallon and a proportionate tax at a 
like rate on all fractional parts of such wine gallon. All other provisions of law 
applicable to rectification shall apply to the products subject to tax under this 
section. 
= 


SEC. 5041. IMPOSITION AND RATE OF TAX. 


(a) Imposirion.—There is hereby imposed on all wines, including imitation, 
substandard or artificial wine, and compounds sold as wine, having not in excess 
of 24 percent of alcohol by volume, in bond in, produced in, or imported into, 
the United States, taxes at the rates shown in subsection (b), such taxes to be 
determined as of the time of removal for consumption or sale. All wines con- 
taining more than 24 percent of alcohol by volume shall be classed as distilled 
spirits and taxed accordingly. 
(b) Rates or Tax.— 

(1) On still wines containing not more than 14 percent of alcohol by volume, 
17 cents per wine gallon, except that on and after April 1, [1955] 1956, the 
rate shall be 15 cents per wine gallon; 

(2) On still wines containing more than 14 percent and not exceeding 21 per- 
cent of aleohol by volume, 67 cents per wine gallon, except that on and after 
April 1, [1955] 1956, the rate shall be 60 cents a wine gallon; 

(3) On still wines containing more than 21 percent and not exceeding 24 per- 
cent of alcohol by volume, $2.25 per wine gallon, except that on and after 
April 1, [1955] 1956, the rate shall be $2.00 per wine gallon; 

(4) On champagne and other sparkling wines, $3.40 per wine gallon, except 
pase on and after April 1, [1955] 1956, the rate shall be $3.00 per wine gallon; 
an 

(5) On artificially carbonated wines, $2.40 per wine gallon, except that on 
and after April 1, [1955] 1956, the rate shall be $2.00 per wine gallon. 

* ~ * ok * * ” 


* * * a * ~ 








SEC. 5051. IMPOSITION AND RATE OF TAX. 

(a) Rate or TAx.—There is hereby imposed on all beer, brewed or produced 
and sold, or removed for consumption or sale, within the United States, or im- 
ported into the United States, a tax of $9 for every barrel containing not more 
than 31 gallons, and at a like rate for any other quantity or for the fractional parts 
of a barrel authorized and defined by law. On and after April 1, [1955] 1956, 
the tax imposed by the preceding sentence shall be at the rate of $8 in lieu of $9. 
In estimating and computing such tax, the fractional parts of a barrel shall be 
halves, thirds, quarters, sixths, and eighths; and any fractional part of a barrel, 
containing less than one-eighth, shall be accounted one-eighth; more than one- 
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eighth, and not more than one-sixth, shall be accounted one-sixth; more than 
one-sixth, and not more than one-fourth, shall be accounted one-fourth; more than 
one-fourth, and not more than one-third, shall be accounted one-third; more 
than one-third and not more than one-half, shall be accounted one-half; more 
than one-half and not more than one barrel, shall be accounted one barrel; and 
more than one barrel, and not more than 63 gallons, shall be accounted two barrels, 
or @ hogshead, The provisions of this section requiring the accounting of hogs- 
heads, barrels, and fractional parts of barrels at the next higher quantity shall not 
apply where the contents of such hogsheads, barrels, or fractiona! parts of barrels 
are within the limits of tolerance established by the Secretary or his delegate by 
regulations which he is hereby authorized to prescribe; and no assessment shall be 
made and no tax shall be collected for any excess in any case where the contents 
of the hogsheads, barrels, or fractional parts of barrels heretofore or hereafter used 
are within the limits of the tolerance so prescribed. 
* * * * * * * 


SEC. 5063. FLOOR STOCKS TAX REFUNDS ON DISTILLED SPIRITS, 
WINES, CORDIALS AND BEER. 


(a) GeneRAL.—With respect to any article upon which tax is imposed under 
this part, upon which internal revenue tax (including floor stocks tax) at the 
applicable rate prescribed has been paid, and which, on April 1, [1955] 1956, is 
held by any person and intended for sale or for use in the manufacture or produc- 
tion of any article intended for sale, there shall be credited or refunded to such 
person (without interest) subject to such regulations as may be prescribed by the 
Secretary or his delegate an amount equal to the difference between the tax so 
paid and the rate made applicable to such articles on and after April 1, [1955] 
1956, if claim for such ergdit or refund is filed with the Secretary or his delegate 
prior to May 1, [1955 or§ 1956, or within 30 days from the promulgation of such 
regulations. 

(b) Limrrations oN Eniarrartity ror Crepit or ReFrunp.—No person shall 
be entitled to credit or refund under subsection (a), unless such person, for such 
period or periods both before and after April 1, [1955] 195% (but not extending 
beyond | year thereafter), as the Secretary or his delegate shall by regulations 
prescribe, makes and keeps, and files with the Secretary or his delegate, such 
mere of inventories, sales, and purchases as may be prescribed in such regu- 
ations. 

(c) Ormer Laws Appricasie.—All provisions of law, including penalties, 
applicable in respect of internal revenue taxes on distilled spirits, wines, liqueurs 
and cordials, imported perfumes containing distilled spirits, and beer shall, insofar 
as applicable and not inconsistent with this section, be applicable in respect of 
the credits and refunds provided for in this section to the same extent as if such 
credits or refunds constituted credits or refunds of such taxes. 

* * * * * * - 


SEC. 5134. DRAWBACK. 


(a) In the case of distilled spirits on which the tax has been determined and 
used as provided in this subpart, a drawback shall be allowed— 
(1) At the rate of $6 on each proof gallon upon which tax is paid at a rate of 
$9 per proof gallon prior to November 1, 1951; 
(2) at the rate of $9.50 on each proof gallon upon which tax is determined at 
the rate of $10.50 per proof gallon on and after November 1, 1951; 
(3) at the rate of $8 on each proof gallon upon which tax is determined at a 
rate of $9 per proof gallon after March 31, [1955] 1956. 
. + * * 7 * * 
SEC. 5701. RATE OF TAX. 


(c) Crcarerres.—On cigarettes, manufactured in or imported into the United 
States, there shall be imposed the following taxes: 

(1) SMALL cIGARETTES.—On cigarettes, weighing not more than 3 pounds per 
thousand, $4 per thousand until April 1, [1955] 1956, and $3.50 per thousand 
on and after April 1, [1955] 1956; 

(2) LarGe CIGARETTES.—On cigarettes, weighing more than 3 pounds per 
thousand, $8.40 per thousand; except that, if more than 634 inches in length, 
they shail be taxable at the rate prescribed for cigarettes weighing not more 
than 3 pounds per thousand, counting each 2% inches, or fraction thereof, 
of the length of each as one cigarette. 
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SEC. 5707. FLOOR STOCKS REFUND ON CIGARETTES. 


(a) In GenERAL.—With respect to cigarettes, weighing not more than 3 pounds 
setkparr yee upon which the tax imposed at subsection (c) (1) of section 5701 has 

n paid, and which, on April 1, [1955] 1956, are held by any person and intended 
for sale, or are in transit from foreign countries or insular possessions of the 
United States to any person in the United States for sale, there shall be credited 
or refunded to such person (without interest), subject to such regulations as shall 
be prescribed by the Secretary or his delegate, an amount equal to the difference 
between the tax paid on such cigarettes and the tax made applicable to such 
articles on April 1, [1955] 1956, if claim for such credit or refund is filed with 
the Secretary or his delegate before July 1, [1955] 1956. 

(b) LimrraTIONs ON Pisionass ror CREDIT oR REFuND.—No person shall 
be entitled to credit or refund under subsection (a) of this section unless such 
person, for such period or periods both before and after April 1, [1955] 1956 (but 
not extending beyond 1 year thereafter), as the Secretary or his delegate shall, 
by regulation, prescribe, makes and keeps, and files with the Secretary or his 
delegate such records of inventories, sales, and purchases as shall be prescribed in 
such regulations. 

S > * 8 ¢ od eo 


SEC. 6015. DECLARATION OF ESTIMATED INCOME TAX BY INDI- 
VIDUALS. 


(a) REQUIREMENT OF DEcLARATION.—Every individual (other than a non- 
resident alien with respect to whose wages, as defined in section 3401 (a), with- 
holding under chapter 24 is not made applicable, but including every alien 
individual who is a resident of Puerto Rico during the entire taxable year) shall 
make a declaration of his estimated tax for the taxable year if— 

(1) the gross income for the taxable year can reasonably be expected to 
consist of wages (as defined in section 3401 (a)) and of not more than £100 from 
sources other than such wages, and can reasonably be expected to exceed— 

) $5,000, in the case of a single individual other than a head of a house- 
hold (as defined in section 1 (b) (2)) or a surviving spouse (as defined in 
section 2 (b)) or in the case of a married individual not entitled to file a 
joint declaration with his spouse; 

(B) $10,000, in the case of a head of a household (as defined in section 

1 (b) (2)) or a surviving spouse (as defined in section 2 (b)); or 

(C) $5,000 in the case of a married individual entitled under subsection 

(b) to file a joint declaration with his spouse, and the aggregate gross income 

of such individual and his spouse for the taxable year can reasonably be 

expected to exceed $10,000; or 

(2) the gross income can reasonably be expected to include more than $100 
from sources other than wages (as defined in section 3401 (a)) and can reason- 
ably be expected to exceed the sum of— 

(A) the amount obtained by multiplying [$600] $700 by the number of 
exemptions to which he is entitled under section 151 plus 
(B) $400. 


+ * * * * 


SEC. 6412. FLOOR STOCKS REFUNDS. 


(a) Moror VEHICLES.— 

(1) IN qeneRAL.—Where before April 1, [1955] 1956, any article subject 
to the tax imposed by section 4061 (a) or (b) has been sold by the manufacturer, 
producer, or importer, and on such date is held by a dealer and has not been 
used and is intended for sale, there shall be credited or refunded (without 
interest) to the manufacturer, producer, or importer an amount equal to the 
difference between the tax _ by such manufacturer, producer, or importer 
on his sale of the article and the amount of tax made applicable to such article 
on and after April 1, [1955] 1956. 

(2) Derrintrions.—For purposes of this subsection— 

(A) The term “dealer” includes a wholesaler, jobber, distributor, or retailer. 

(B) An article shall be considered as “held by a dealer’ if title thereto 
has passed to such dealer (whether or not delivery to him has been made), 
and if for purposes of consumption title to such article or possession thereof 
has not at any time been transferred to any person other than a dealer. 

(3) REFUNDS To DEALERS.—Under regulations prescribed by the Secretary 
or his delegate, the refund provided by this subsection may made to the 
dealer instead of the manufacturer, producer, or importer, if the manufacturer, 
producer, or importer waives any claim for the amount so to be refunded. 
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(4) REIMBURSEMENT OF DEALERS.—When the credit or refund provided for 
in this subsection has been allowed to the manufacturer, producer, or importer, 
he shall remit to the dealer to whom was sold the article in respect of which 
the credit or refund was allowed so much of that amount of the tax corresponding 
to the credit or refund as was included in or added to the price paid or agreed 
to be paid by the dealer. 

(5) LIMITATION ON ELIGIBILITY FOR CREDIT OR REFUND.—No person shall be 
entitled to credit or refund under this subsection unless (A) he has in his posses- 
sion such evidence of the inventories with respect to which the credit or refund 
is claimed as may be required by regulations prescribed under this subsection, 
and (B) claim for such credit or refund is filed with the Secretary or his delegate 
before July 1, [1955] 1956. 

(b) GasoLINE.— 

(1) IN GENERAL.—With respect to any gasoline taxable under section 4081, 
upon which tax (including floor stocks tax) at the applicable rate has been paid, 
and which, on April 1, [1955] 1956, is held and intended for sale by any person, 
there shall be credited or refunded (without interest) to the producer or importer 
who paid the tax, subject to such regulations as may be prescribed by the Sec- 
retary or his delegate, an amount equal to so much of the difference between the 
tax so paid and the amount of tax made applicable to such gasoline on and after 
April 1, [1955] 1956, as has been paid by such producer or importer to such 
person as reimbursement for the tax reduction on such gasoline, if claim for such 
credit or refund is filed with the Secretary or his delegate prior to July 1, [1955] 
1956. No credit or refund shall be allowable under this subsection with respect 
to gasoline in retail stocks held at the place where intended to be sold at retail, 
nor with respect to gasoline held for sale by a producer or importer of gasoline. 

(2) LimiTATION ON ELIGIBILITY FOR CREDIT OR REFUND.—No producer or 
importer shall be entitled to a credit or refund under paragraph (1) unless he 
has in his possession satisfactory evidence of the inventories with respect to 
which he has made the reimbursements described in such paragraph, and estab- 
lishes to the satisfaction of the Secretary or his delegate with respect to the 
quantity of gasoline as to which credit or refund is claimed under such para- 
graph, that on or after April 1, [1955] 1956, such quantity of gasoline was sold 
to the ultimate consumer at a price which reflected the amount of the tax reduc- 
tion. 





SECTION 497 OF THE REVENUE ACT OF 1951 
SEC, 497. REFUNDS ON ARTICLES FROM FOREIGN TRADE ZONES. 


(a) ImMporTED ARTICLES.—With respect to any article specified in section 
2000 (c) (2), 2800 (a), 3030 (a), or 3150 (a) of the Internal Revenue Code of 1939 
(or section 5701 (c), 5001 (a), 5022, 5041 (b), or 5051 (a) of the Internal Revenue 
Code of 1954) on which internal revenue tax at the applicable rate prescribed 
in such section has been determined pursuant to section 3 of the Act of June 18, 
1934, as amended (U. S. C., title 19, see. 8le), prior to April 1, [1955] 1956, and 
which on or after such date is brought from a foreign trade zone into customs 
territory of the United States and the tax so determined thereon paid, there shall 
be credited or refunded (without interest) to the taxpayer, subject to such regula- 
tions as may be prescribed by the Secretarv, an amount equal to the difference 
between the tax so paid and the amount of tax made applicable to such articles 
on and after April 1, [1955] 1956, if claim for such credit or refund is filed with 
the Secretary within thirty days after payment of the tax. 

(b) Previousty Taxparp ArricLes.—With respect to any article specified in 
section 2000 (c) (2), 2800 (a), 3030 (a), or 3150 (a) of the Internal Revenue Code 
of 1939 (or section 5701 (c), 5001 (a), 5022, 5041 (b), or 5051 (a) of the Internal 
Revenue Code of 1954), upon which internal revenue tax (including floor stocks 
tax) at the applicable rate prescribed in such section has been paid, and which was 
taken into a foreign trade zone from the customs territory of the United States 
and placed under the supervision of the collector of customs, pursuant to the 
second proviso of section 3 of the Act of June 18, 1934, as amended (U. S. C., 
title 19, sec. 8le), prior to April 1, [1955] 1956, and which on or after such date 
is (without loss of identity) returned from a foreign trade zone to customs territory 
of the United States, there shall be credited or refunded (without interest) to the 
person so returning such article, subject to such regulations as may be prescribed 
by the Secretary, an amount equal to the difference between the tax so paid and 
the amount of tax made applicable to such articles on and after April 1, [1955] 
1956, if claim for such credit or refund is filed with the Secretary within thirty 
days after the return of the article to customs territory. 
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MINORITY VIEWS 


We are opposed to H. R. 4259 in the form reported by the majority. 
We are opposed specifically to that portion of the bill which changes 
individual income taxes effective next January 1.! Such action, taken 
by the committee 10 months in advance of the effective date of the 
change and in the face of almost complete uncertainty as to the world 
conditions which will then prevail, is irresponsible and a sham upon 
the American people. 

H. R. 4259 contains three major provisions. 

First, it provides for a l1-year’s extension of the present 52 percent 
corporate income tax rate which would otherwise be reduced auto- 
matically by 5 percentage points on April 1, 1955. It is estimated that 
this extension will prevent a revenue loss of $1.05 billion in fiscal 1956 
and $1.8 billion when fully effective. 

Second, the bill provides a 1-year extension of certain excise tax 
rates, primarily those on alcohol, tobacco, gasoline, and automobiles, 
which would otherwise be reduced automatically on April 1, 1955. 
This extension will prevent a revenue loss of $1 billion. 

Third, the bill provides a $20 individual income tax credit for tax- 
payers, their sponses and dependents, effective next January 1. It is 
estimated that this amendment will result in a loss of revenue of $815 
million in fiseal 1956 and $2.3 billion per year thereafter. 

We concur in the 1-year extension of the existing excise tax and 
corporation income tax rates. Both of these extensions are recom- 
mended by the President. As the President pointed out in his budget 
message of January 17, 1955, ‘‘Any other course of action would result 
in either (1) inadequate expenditures for national security or (2) in- 
flationary borrowing.” Mr. Reed of New York has introduced a bill, 
H. R. 4201, which provides for these two extensions in exactly the 
manner recommended by the administration. 

While we believe that further individual income tax reduction must 
remain a primary objective, we are strongly of the opinion that the 
proposal contained in H. R. 4259 is not an honest approach to this 
problem. H. R. 4259 represents a completely irresponsible type of 
legislation on a matter which is vital to the personal well-being of every 
family in the country and to the security of the United States. 

In his budget for the fiscal year 1956, the President declared: 

We must always make adequate provision for our security and other essential 


services, and further tax reductions can only be made as savings in governmental 
expenditures or increased revenues from growth in our economy are in sight. 


That statement represents the responsible approach to the tax re- 
duction problem. 

Even assuming extension of the present excise tax and corporation 
income tax rates which otherwise expire April 1, 1955, the deficit for 
fiscal 1956 is estimated at $2.4 billion. The income tax reduction 


1 Mr. Mason concurs only with respect to the portion of these minority views which deal with the indi- 
vidual income tax provision of H. R. 4259. 
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contained in H. R. 4259 will add close to $1 billion to that deficit in 
1936 and reduce receipts by $2.3 billion in subsequent years. 

The administration, in cooperation with the Republican 83d 
Congress, has made a successful effort to bring the Federal budget 
under control. In fiscal 1953, actual Federal expenditures amounted 
to $74.3 billion. he deficit was $9.4 billion. Estimated expendi- 
tures for fiscal 1956 are $62.5 billion, representing a reduction in 
spending of $11.9 billion in this short period of time. Moreover, the 
$2.4 billion estimated deficit for 1956 is $7 billion less than the actual 
deficit for 1953. 

This truly remarkable achievement in Government economy made 
possible the tax reductions of 1954 which were the largest in any single 
year in the history of our country. That tax program included an 
individual income tax cut of about 10 percent on lower and middle 
incomes and a smaller percentage, ranging down to a little over 1 
percent, on larger incomes. There was a substantial reduction in 
excise tax rates, most of which resulted in lower prices for the consum- 
ing public. The highly inequitable and inflationary excess profits tax 
was terminated. ‘The structure of the income tax law was improved 
substantially by the comprehensive revision contained in the Internal 
Revenue Code of 1954. Of the $7.4 billion reduction which took 
effect last year, $4.6 billion, or 62 percent, went directly to individuals. 
These tax savings were made possible by very substantial expenditure 
reductions. 

If the majority are honest and sincere in their belief in individual 
income tax reduction, why do they not propose such a cut to take 
effect now? The answer, presumably, is that even the Democrats 
realize that present defense and other budget needs make such an 
immediate reduction unwise and irresponsible. If that is the case, 
what extraordinary clairvoyance permits them now to foresee the 
budget cuts which will justify a $2.3 billion tax reduction next Jan- 
uary? Obviously, none. An action which would be irresponsible 
today clearly cannot avoid that charge by merely postponing its effect 
to the uncertain future. 

The $2.3 billion income tax reduction is not proposed to take effect 
until 10 months from now. It would not take effect until the middle 
of the 1956 fiscal year. The Congress has not acted as yet on a single 
appropriation bill for that fiscal year. To rush a substantial tax 
reduction through the Congress in the complete absence of even 
rudimentary information as to next year’s budget situation is legis- 
lative irresponsibility in the extreme. The full measure of this 
irresponsibility is demonstrated by the repeated Democratic demands 
for increasing in many areas the levels of budgetary expenditures 
recommended by the President. 

The Democratic proposal was announced through the public press 
on Saturday night, February 19. The technical staffs of the Treasury, 
the Internal Revenue Service, and the committee were summoned 
from their homes to work on the proposal. The committee was called 
together Monday morning, February 21, and the amendment rammed 
through over our united protest. No hearings have been held on the 
subject of individual income tax reduction. The public has had 
absolutely no opportunity to express its views on the problem. No 
other method of income tax reduction was even discussed in our 
committee. No consideration was given to the impact of this pro- 
posal upon the fiscal stability of the Nation. Not even a guess was 
azarded as to next year’s budget and economic situation, 
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We believe that the procedure which has been followed on this 
amendment reflects upon the integrity of our legislative process. 

It has been argued that the additional deficit in the fiscal year 1956 
resulting from the $20 tax credit is acceptable because it will not raise 
the deficit forecast for that year, on the facts as we know them today, 
to the level of the deficit anticipated for the current fiscal year. This 
attitude is unrealistic and dangerous to an extreme. Economic 
activity in the country has increased substantially during recent 
months, the current level is high and the rise is continuing. A tax 
reduction made in such an environment which is not matched by 
corresponding additional reductions in public expenditures would 
have a substantial inflationary impact. Unfortunate at best under 
current conditions, such a reduction could become very dangerous 
if public and private spending turned sharply upward in response to 
a worsening of the international situation. To make a reduction at 
this time effective next January as the majority now proposes involves 
a callous indifference to the hardship and inequities which further 
inflation would impose on the vast majority of our people. 

At long last inflation has been stopped. Workers are no longer 
losing a major portion of these wage increases through price increases. 
Retired people, widows, and surviving dependents no longer find 
that hard earned savings are being destroyed by increases in the cost 


of living. This is an accomplishment which the Democrats will 
search in vain to find in their own record of fiscal management. 

The majority have tied their individual income-tax proposal to the 
two extensions of the excise tax and corporation income-tax rates. 
These two extensions will retain $2.8 billion of revenue. Practically 


all are in agreement on the absolute necessity of these extensions in 
order to preserve the fiscal stability of the Nation, and the majority 
are taking advantage of this situation by making their $2.3 billion 
income-tax reduction a part of the extension bill. They hope by this 
legislative device to make responsible consideration of their proposal 
impossible. We ask this question of the majority: “If you sincerely 
believe that your proposal is justified, why do you not offer it sepa- 
rately so that it can be considered on its own merits?” That, at 
least, would represent orderly process. 

The chairman of the Committee on Ways and Means, in his public 
announcement of the committee action, admitted that unforeseen 
events might well require that the committee ‘not only reconsider 
this proposal, but also seek means of raising additional revenues.” 
It is clear, therefore, that this current proposal means nothing. It 
is irresponsible because it ignores the budget needs of the Nation. 
It is a sham because it admittedly may never take effect. It is a 
political maneuver because it is designed to fool the public into 
believing that they are being given tax reduction when in reality 
they are being given nothing but empty words. 

Danieu A. Reep. 
Tuomas A. JENKINS. 
Ricuarp M. Simpson. 
Rosert W. Kean. 
Noau M. Mason. 
Hat Homes. 

Joun W. Byrnes. 
Anton! N. Sabuak. 
Tuomas B. Curtis. 
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SUPPLEMENTAL VIEWS 
THOMAS B. CURTIS (MISSOURI) 


I have concurred in the views expressed by the minority. How- 
ever, I think it is important to point out more specifically the dangers 
of legislating in the haphazard manner proposed by the majority in 
the preparation and adoption of the Mills amendment which modifies 
the personal income-tax law in a rather simple bill extending the in- 
creased corporate rates and certain excise rates which have been on 
the books for some years. 

In the first place the Mills amendment was not germane to H. R. 
4200, the bill originally introduced by the chairman of the Ways and 
Means Committee to extend the corporate rates and certain excise 
rates for 1 year, on which the committee was called by written notice 
to meet. The chairman ruled it was germane on the theory that the 
Ways and Means Committee “has never been very technical in follow- 
ing procedure in the past.’’ No one has ever considered or studied 
the Mills amendment except possibly Mr. Mills and those who helped 
him to draft it. Certainly the Ways and Means Committee did not 
nor could not under the time schedule consider this measure. 

I believe the Ways and Means Committee has a greater respon- 
sibility to the House membership than any other committee to be 
certain that legislation coming from it is properly and adequately 
studied, inasmuch as this committee frequently brings its measures 
before the House under a closed rule. The present bill will be con- 
sidered under a closed rule which means that the House is required to 
rely heavily upon the adequacy of the work done by the Ways and 
Means Committee. The Ways and Means Committee by any 
standard of legislative process has done a most inept job. It is not 
too strong a statement to say that it is in complete default before the 
or of this House in presenting this bill for consideration at 
this time. 

Let us grant for the sake of argument that the majority members 
are correct in their basic premise that it is time to grant an additional 
tax reduction to the taxpayers of the country with the majority of 
the reduction going to the lower tax-paying gruops. This is granting 
a very presumptuous premise in view of the statements by the ad- 
ministration that it is directly contrary to the administration’s views 
and judgment. Furthermore, it should forever lay at rest, from a 
a standpoint, the protestations of the leaders of the Democrat 
Party, that they are desirous of working with the Eisenhower admin- 
istration. The action herein taken strikes a blow at the very base of 
the Eisenhower program, or for that matter the base of any adminis- 
tration’s program, its fundamental fiscal policy. 

Granting this premise, however, without study or hearin by the 
Ways and Means Committee, leaves us only with a trunendown task 
before us. There are three ways of effectively bringing about tax 
relief in its broadest sense to the people of our country. 
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Many people not students of taxation and many people who are 
part students of taxation are unaware of a basic truism about taxes— 
inflation is a form of taxation and a form used frequently throughout 
the history of nations. Just a few weeks ago I posed the question to 
a panel of eminent economists who were testifying before the Joint 
Committee of the Economic Report of whether or not economists 
generally agreed that inflation was a form of taxation. They agreed 
that it was. I then asked if, in their opinion, they agreed that deficit 
financing was a direct cause of inflation. With a slight modification 
by Professor Galbraith of Harvard they agreed that it was. I then 
asked whether they thought an increased “debt of $1 billion had an 
arithmetical or geometric ‘al inflationary effect depending upon the 
extent of the Federal debt at the time the $1 billion was added. In 
other words would an additional debt of $1 billion have a greater 
inflationary effect if the debt were $270 billion than if it were $40 
billion, for example. Originally the panel thought the effect would 
be more arithmetical, but before the discussion was through there 
seemed to be rather general agreement that it was geometrical. 

I estimate that at the point we now are for every $2 billion of addi- 
tional debt the purchasing power of the dollar will go down about 1 
cent because most of the elasticity has been taken out of the Federal 
Reserve System by the huge debt we are now carrying. That is 
unless we went to price controls and the dangers of that remedy are 
almost worse than the cure, in a private-enterprise system. 

If we take $2.3 billion tax cut, as here proposed, and add it on to the 
Federal debt every person on social security, pension, or any other 
fixed income loses more than a cent out of every dollar he has. A 
family man making $3,000 a year loses $30 by this process; a man 
making $5,000 loses $50; the pensioner or social-security recipient 
receiving $100 a month loses $12 (and that person gets no $20 tax 
credit because the Mills sata ig isn’t giving everybody $20; it is 
only giving it to taxpayers and taking it out of the hide of nontax- 
payers and the taxpayers alike). 

Let us put it another way. In order to give the taxpayer a $20 
credit we are increasing the Federal debt for each person in the coun- 
try—man, woman, and child—$15. 

Actually, we can reduce the inflationary tax now imposed upon our 
people by decreasing the Federal debt. If instead of taking 1 cent 
out of the purchasing power of the dollar as the Mills amendment does 
we could, if we follow sound fiscal policies, reach the point where we 
are putting 1 cent back in. 

Does anyone doubt that inflation is a tax? People in 1941 bought 
Government bonds for $18.75. In 1951 they were paid back $25 
which was only $12.50 in purchasing power. Who got the difference 
between the $18.75 and the $12.50?—the Federal Government. 

A second way of bringing about tax relief which also would help the 
little fellow the most would be by eliminating the various excise taxes 
which in effect are business-cost items. There are well over $2 billion 
a year collected in excise taxes which are business-cost items and so 
passed onto the consumer in the price of the things he buys. A loaf of 
bread, a bottle of milk all bear in their sale price the excises on trans- 
portation, communications, etc. Excises which are business-cost 
items are a hidden national sales tax. A sales tax, of course, hits the 
consumer and inasmuch as all people, taxpayers and nontaxpayers, 
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$50-a-month pensioner or $50-an-hour business executive, as consumers, 
all pay these taxes at the same rate. 

The third way, of course is by changing the personal income tax. 
But this, of course, only relieves those paying direct taxes. It does 
not help at all the lowest income groups who pay along with everyone 
else at the same rate the hidden taxes. 

The Mills amendment is one way of relieving the tax burden of the 
direct taxpayer, but it is only one of many practical ways. Each 
method has something to be said for it. 

Let me suggest a few of the alternatives. 

1. We could reduce rates, emphasizing the brackets we want to 
help the most. 

2. We could split the lowest income bracket making the first 
$1,000 bear only a 10-percent rate instead of 20 percent and then 
have the next $1,000 bear a 20-percent rate. This measure 
which has a great deal of appeal to me was offered last year as 
an amendment in committee to H. R. 8300, the tax revision bill 
by a Democrat member of the Ways and Means Committee. 
It was rejected without study because as a matter of policy it 
had been determined that H. R. 8300 was a tax revision rather 
than a tax-reduction bill. 

3. We could revise the old earned income credit we used to have. 
This would benefit those who have to earn their income rather 
than obtain it from investments. 

4. We could give an additional $100 exemption as was advo- 
cated last year by the Democrat leaders. 

5. We could give the $20 per taxpayer credit proposed by 
Senator Long in the Senate last year. (This is not the Mills 
amendment—the Mills amendment goes further and adds $20 
for each dependent as well). It is important to note that the 
Ways and Means Committee did not consider the Long amend- 
ment at all, and no study group has considered the Mills amend- 
ment. 

6. We could have a combination of these. 

7. Or we could have the Mills amendment or possibly some 
other amendment which the Treasury or someone else might 
suggest. 

The point is obvious. In considering tax legislation or tax reduction 
there is much work and studying to be done if a good job is to be pro- 
duced. The public should have an opportunity of being heard as 
should any interested groups, including the Members of Congress, 
the Administration and members of the Ways and Means Committee. 

The procedures adopted by the majority members of the Ways and 
Means Committee make a mockery of orderly legislative process. 
They bring the Ways and Means Committee and the Congress itself 
into disrepute. 

I recommend that the House in its wisdom delete the Mills amend- 
ment and pass the original bill, H. R. 4200, as requested by the 
President. 
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Mr. Rocers of Colorado, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 3659] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3659) to increase criminal penalties under the Sherman Anti- 
trust Act, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


H. R. 3659 is a simply explained amendment to the Sherman 
Antitrust Act, having for its sole purpose the increasing of maximum 
fines which may be imposed in a criminal suit for violation of the 
act. At the present time, the maximum fine which may be levied 
upon conviction for each count of an indictment under the Sherman 
Act is $5,000. The present bill would raise this maximum to $50,000, 
still leaving to the discretion of the trial judge the precise amount of 
the fine. While the present maximum fine of $5,000 may be a deserv- 
ing penalty for relatively minor infractions of the law, in many cases 
it may be an entirely insufficient deterrent or punishment for more 
serious violations of the act. This bill would enable the judge to 
make the punishment more appropriately fit the crime by taking into 
account the gravity and duration of the offense, its consequences upon 
the national economy, and the need to deter future practices of like 
character. By continuing to leave the imposition of fines within the 
discretion of the judge, however, consideration can still be given to 
such mitigating circumstances as the meager financial resources of the 
defendant, the nature of the activities engaged in, the actual intent 
of the convicted party, and other relevant factors. 
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NEED FOR THIS LEGISLATION 


When the Sherman Act was enacted over 60 years ago, in meting 
out punishment for violating the law, Congress used language under- 
standable to the merchant trade of that era. Five thousand dollars 
might well have caused some of the adolescent industries of the 
day to stay within the economic boundaries established by the 
Sherman Act. 

Little imagination is required, however, to realize how paltry the 
Sherman Act penalty of $5,000 is today when compared with the vast 
assets of many companies and their annual profits. Indeed, a 
$5,000 fine is so light a burden upon the corporate treasury for open 
violations of the antitrust laws as compared with possible profits to be 
derived from illegal practices that the Department of Justice reported 
to a congressional committee 7 years ago: “In some respects the 
penalties are so low that violation is regarded by businessmen as a good 
business risk.’’' A cursory glance at penalty statistics will corroborate 
this conclusion. 

For example, during a recent 13-year period, General Motors Corp. 
was fined a total of 5 times in antitrust cases brought against it, for 
an aggregate sum of only $11,000. E. 1. du Pont de Nemours & Co. 
paid 7 fines totaling a mere $42,500. These figures could well justify 
the president of the latter corporation, Crawford H. Greenewalt, in 
his able presentation before the Subcommittee on Study of Monopoly 
Power on November 15, 1949, in admitting candidly that the $5,000 
penalty “seems to be rather nominal” and that “it certainly could be 
larger.”’? The following chart of fines imposed upon some of the 
largest companies in recent years does much to reinforce this con- 
clusion: * 








iz. . 
Tos | Total fines 
Name of defendant oe | of all de- 
_ fendants 








I SOG OF DURST, jo ink os nan ctindiesansetuenwiuacieduenaaebes | $14, 000 $104, 993 
American Can Co 5 emcees } 5, 000 45, 000 
PEAR TRONEOO OG ona. win. Ai sida cbtcasbeaauseesacceush | 15, O00 | 312, 000 
5, 800 | 20, 000 
E. I. du Pont de Nemours (3 different cases, 1943- 45)_ 7, 500 22. 500 
5, 000 33, 000 
General Electric Co | 20, 000 56, 000 
General Motors Corp 5, 000 40, 000 
5, 000 32, 500 
5, 000 | 16, 000 
(Q) 175, 000 
Kroger Grocery & Baking Co. ; ‘ 5,000 | 20, 000 
Safeway Stores, Inc. (Maryland) 10, 600 | 40, 000 
eeeaireh SORT Cenk Trae CO i ne ea eee | 5, 000 | 50, 000 





1 Fines of $5,000 or $10,000 were imposed on various A. & P. affiliates and on officers or principals. 


The inadequacies of the present fines as evidenced by these statistics 
are keenly felt by those who have been charged with prosecuting and 
sentencing antitrust violators. Herbert A. Bergson, former Assistant 
Attorney General in charge of the Antitrust Division, Department of 
Justice, told the Subcommittee on Study of Monopoly Power of the 
Committee on the Judiciary on February 1, 1950: 

A fine of $5,000 for violating a law which is so important to our economy, in 
my opinion, was inadequate when it was passed in 1890, and it certainly is inade- 

1 United States v. Economic Concentration and Monopoly, 79th Cong. (1946) 


» Pp. 250. 
3 Hearings, Subcommittee on Study of Monopoly Power, serial 14, pt. 2, 81st Ceng., Ist sess. (1949), p. 563. 
+ From Progress Report, House Select Committee on Small Business, 81st Cong., 2d sess. (1950), p. 74. 
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quate today when the purchasing power of the dollar has decreased threefold, and 
when the corporate structure of our industry is so much more complicated and so 
much more widespread than it was at that time.‘ 


Judge Simon Rifkind posed the problem even more acutely when he 
imposed sentence on six defendants in United States v. National Lead 
Co. on March 1, 1949. Declared the judge: 


I cannot even go through the formula of looking the defendant in the eye and 
saying, “Is there anything you wish to say before I pronounce sentence?” But I 
must confess that, these amounts being substantially the maximum allowed by 
the statute, there is very little I can do or very little reflection that I can give this 
matter except perhaps to make the inevitable comment that a violation of the 
antitrust laws which persisted from some time in the early twenties to the 1940's, 
with respect to which the criminal liability is discharged by the payment of $5,000 
a count, hardly seems to me to be the nature of penalty which is likely to dis- 
courage violations of the antitrust laws as far as the criminal laws are concerned 


but that is a problem for the Congress.5 

Sections 1, 2, and 3 of the Sherman Act each also provides for 
punishment by imprisonment not exceeding 1 year for any violation 
of the provisions thereof, and that such imprisonment may be imposed 
independently of, or in addition to, a fine not exceeding $5,000. The 
bill here reported makes no change in the act with respect to the 
penalty of imprisonment. Accordingly, if the measure here proposed 
is enacted into law, the court would be authorized to impose punish- 
ment for any such violation by a fine not exceeding $50,000, or 
imprisonment for not more than 1 year, or both, in the discretion 
of the court. Inasmuch as most cases of violations of the Sherman 
Act involve the acts of corporations rather than individuals, the 
punishment of imprisonment often cannot be invoked. Judges have 
likewise been reluctant to send individuals to jail for Sherman Act 
violations. In most instances, therefore, the only penalty which is 
imposed under the act is a fine of not more than $5,000. This, the 
committee feels, is grossly inadequate. The purpose of the present 
bill is to authorize the more flexible and effective punishment of a 
fine up to $50,000. 

In the opinion of the Committee on the Judiciary, the need for this 
proposed legislation has been conclusively and continuously demon- 
strated over the many decades since the enactment of the Sherman 
Act. 

HISTORY OF LEGISLATION 


Shortly after the passage of the Sherman Act, careful observers of 
the antitrust laws in action realized that effective enforcement would 
require more stringent sanctions. A House committee, reporting to 


the Congress in 1900, was able, only a decade after the enactment of 
the act, to declare that— 


These penalties are deemed insufficient. The illegal combinations in the law 


mentioned are not deterred a moment by fear of a fine not exceeding the amount 
named * * *,6 


In 1912, the House passed a bill raising to $25,000 the fines imposed 
upon ships of foreign nations entering into United States ports in 
violation of antitrust decrees” in order to— 

‘ Hearings, Subcommittee on Study of Monopoly Power, serial 14, pt. 3, on H. R. 6679, 81st Cong., 2d 
Sess. (1950), p. 2 


anguoted in Hearings on H. R. 6679, Committee on the Judiciary, serial 14, pt. 3, Sist Cong., 2d sess. 
0), D. 2. 


*H. Rept 1506, 56th Cong., Ist sess. (1900), p. 2. 
7H, R. 23470, 62d Cong., 2d sess. (1912) 
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make more effectual the remedies for violation of the law and * * * to compel 
foreign shipowners to respect a law which they are now systematically violating * 

When the Clayton Act was under consideration, there were those, 
then, who strongly urged that the $5,000 penalty contained in that 
oy would fall far short of achieving the purposes of the antitrust 
aws. 

In more recent times, the Temporary National Economic Com- 
mittee, consisting of prominent Members of Congress and important 
officials of administrative agencies, investigating the concentration 
of economic power in the United States for almost 3 years and taking 
over 30 volumes of testimony, unanimously reached the conclusion 
that the criminal penalties under the Sherman Act were— 
clearly inadequate as a deterrent to businessmen or to groups of businessmen 
whose incomes are in the millions, and the committee, therefore, recommends that 
the maximum limit for fines be raised to at least $50,000, leaving discretion with 
the court to assess the penalty according to the means and circumstances of the 
defendant and according to the extent to which it has profited by the violation 
of the act. 

In 1948, a House Small Business Committee reiterated the com- 
plaint that— 

Unless the penalties in the antitrust laws are made sufficiently strong to deter 
offenders, it is certain that offenders will continue to engage in trade restraints 
because they have no fear of the law, and because such violations are frequently 
tremendously profitable." 

A recommendation that the maximum limit for fines under the Sher- 
man Act be raised was again made by the House Small Business 
Committee during the 81st Congress.” 

An identical bill, H. R. 2237, passed the House in the 83d Congress 
and was favorably reported by the Senate Judiciary Committee 
Subcommittee on Antitrust, Monopoly, and Legislation. This bill, 
H. R. 3659, was introduced after an executive communication to the 
Speaker of the House of Representatives from the Attorney General 
of the United States dated January 21, 1955, had been received. 
That communication is attached hereto as a part of this report. 

































CONCLUSIONS 





Hearings conducted by the Committee on the Judiciary over the 
past several years have again demonstrated the soundness of these 
many prior recommendations and the acute need for strengthening 





* H. Rept, 632, 62d Ome, 2d sess. (1912), p. 2. 

*H. Rept. 627, pt. 3, Cong., 2d sess. (1912), p. 7, containing the minority views of Mr. Nelson, from 
the Committee on the Judiciary reads in part: “Attention must be directed, also, to the fact that the maxi- 
mum fine which is provided in this section and throughout this bill is $5,000. To fine a great trust s maxi- 
mum of $5,000, when the loot it gained may have been many hundred times that sum is most ridiculous. 
The maximum should be much greater in amount.” 

0 aoe see and recommendations of the Temporary National Economic Committee, 77th Cong., 1st 
sess. (1941), p. 40. 

ul Monopolistic and Unfair Trade Practices, report of House Select Committee on Small Business, 80th 
Cong., 2d sess. (1948), p. 24. 

12 Progress report, House Select Committee on Small Business, 8ist Cong., 2d sess. (1950), p. 73 ff. 
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the criminal sanctions of the Sherman Act." Many bills reflecting 
this need have been introduced in prior Congresses but for one reason 
or another have failed of enactment.'* The House of Representatives, 
however, has long recognized the desirability of this remedial legis- 
lation and has passed a measure identical to H. R. 2237 in each of the 
two preceding Congresses.” In the light of the studied conclusions 
and recommendations over years of antitrust experience, the Com- 
mittee on the Judiciary therefore feels that H. R. 2237, increasing the 
maximum penalties under the Sherman Act, should receive prompt 
enactment by this Congress if the antitrust laws are to prove most 
effective and we are not to rely upon inadequate and antiquated 
remedies for enforcement of what the Supreme Court has declared 
to be “a charter of freedom.” * 


COMMUNICATION FROM THE DEPARTMENT OF JUSTICE 


JANUARY 21, 1955. 
The SPEAKER, 


House of Representatives, Washington, D. C. 


Dear Mr. Speaker: There is attached for your consideration and appropriate 
action a legislative proposal to increase from $5,000 to $50,000 the maximum fine 
which may be imposed for violation of the Sherman Antitrust Act. 

For a number of years there have been strong grounds for an increase in the 
ea inadequate maximum fines which may J imposed for violation of the 
Sherman Antitrust Act. In the 64 years since the passage of that act the pur- 
chasing power of the dollar has decreased considerably while the assets and profits 
of corporations have increased many times over. To preserve the intended effect 
of the original maximum fine based on former-day corporation profits the penalty 
would have multiplied many times to maintain its relation to modern-day profits. 

The only redress available in a criminal proceeding for violation of antitrust 
laws is a fine of up to $5,000 on each count or a sentence of up to 1 year in prison, 
or both. A prison sentence in an antitrust case is very unusual and, of course 
corporations cannot be imprisoned. These penal provisions have remained 
unchanged in the 64 years since the original enactment of the law despite the 
fact that over 50 years ago a committee of the House of Representatives reported 
that the penalty provisions were then insufficient. 

The measure presented herewith would simply raise the ceiling on fines. It 
would not require an increase of fines in all instances. It has been charged that 
increasing the maximum fine to $50,000 would work a hardship on the smaill- 
business man who may violate the antitrust laws. The records of the Department 
of Justice show, however, that the fines assessed against individuals is often less 
than the maximum. From 1946 to 1954 out of 1,240 fines assessed in antitrust 
criminal cases, 945 were for less than $5,000 each. 

Under existing laws the deterrent effect of a $5,000 fine against a large corpo- 
ration is almost negligible except for the stigma of conviction. Increasing the 
law’s maximum penalty would certainly lessen the possibility that violations of 
the act would be profitable. It would also avoid the implication that violations 
of the antitrust laws are regarded as trivial in nature. 


" See Hearings, Subcommittee on Study of Monopoly Power, serial 14, xt 1, 8ist Cong., Ist sess. (1949), 
PD. 82 (Attorney General, now Mr. Justice, Tom Clark); p. 278 (former Governor of the State of Georgia 
Ellis Arnall); p. 297 (Walton Hamilton); p. 349 (Prof. Walter Adams, Michi State College); p. 370 
(Herbert A. Bergson, then Assistant Attorney General in Charge of Antitrust Division, Department of 
Justice); pp. 554-555 (Milton Handler); Bearine. Subcommittee on Study of Monopoly Power, serial 14 
pt. 2, 8ist -» Ist sess. (1949), p. 514 (Prof. Fritz Machlup, Johns Hopkins University); p. 563 (Crawford 
H. Greenewalt, president, E. I. du Pont de Nemours & Co.); p. 676 (Eric Johnston, president, Motion 
Picture Association of America); Heari Subcommittee on Study of Monopoly Power, serial 14, pt. 3, 
8ist Cong., 2d sess. (1950), p. 1 (Herbert A. m, then Assistant Attorney General in Charge of Antitrust 
Division, Department of Justice); p. 5 James W. Cassedy, then Associate General Counsel, Federal Trade 
Commission); p. 11 (Hon. Wright Patman, Representative in Congress from the State of Texas); p. 17 
(George J. Burger, vice president, National Federation of Independent Business); p. 25 (Hon. Estes Kefau- 
ver, United States Senator from the State of Tennessee); p. 27 (Edward S. Mason, dean, Harvard Uni- 
versity, Graduate School of Public Administration). 

4 See, e. g., H. R. 10539, 56th Cong., Ist sess. (1900); H. R. 23470, 62d Cong., 2d sess. (1912); H. R. 7035, 76th 
Cong., Ist sess. (1939); S. 2719, 76th Cong., Ist sess. (1939); S. 1474, 79th Cong., Ist sess. (1945); H. R. 5139, 
8ist Cong., Ist sess. (1949); H. R. 7827, 8ist Cong., 2d sess. (1950); H. R. 1 82d Cong., Ist sess. (1951); 
H. R. 2401, 82d Cong., Ist sess. (1951). 

“ H. R. 7827, 8lst Cong., 2d sess. (June 5, 1950); and H. R. 2401, 82d Cong,, Ist sess. per 17, 1951). 

* Hughes, Ch. J., in Appalachian Coals, Inc., v. United States, 288 U. 8, 344, 359 (1933). 
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6 INCREASE CRIMINAL PENALTIES UNDER SHERMAN ANTITRUST ACT 


Legislation such as is recommended herein has passed the House of Repres2nta- 
tives on several occasions. In the 83d Congress it passed the House of Repre- 
sentatives on May 5, 1953 in the form of H. R. 2237 and on July 9, 1954 it was 
favorably reported to the Senate Judiciary Committee by its Subcommittee on 
Antitrust, Monopoly: and Legislation. It is to be hoped that the bill may achieve 
final enactment early in this session of Congress. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this recommendation. 

Sincerely, 
HERBERT BROWNELL, Jr., 
Attorney General. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported; present provisions proposed to be stricken are enclosed 
in black brackets; and new provisions proposed to be inserted are 
shown in italic: 


SHermMan Act (26 Star. 209; 15 U. S. C. 1 Fr. (1890), as AMENDED) 


Section 1. Every contract, combination in the form of trust or otherwise, or 
conspiracy, in restraint of trade or commerce among the several States, or with 
foreign nations, is hereby declared to be illegal: Provided, That nothing herein 
contained shall render illegal, contracts or agreements prescribing minimum prices 
for the resale of a commodity which bears, or the label or container of which bears, 
the trade-mark, brand, or name of the producer or distributor of such commodity 
and which is in free and open competition with commodities of the same general 
class produced or distributed by others, when contracts or agreements of that 
description are lawful as applied to intrastate transactions, under any statute, 
law, or public policy now or hereafter in effect in any State, Territory, or the 
District of Columbia in which such resale is to be made, or to which the com- 
modity is to be transported for such resale, and the making of such contracts or 
agreements shall not be an unfair method of competition under section 5, as 
amended and supplemented, of the act entitled “An Act to create a Federal 
Trade Commission, to define its powers and duties, and for other purposes”, 
approved September 26, 1914: Provided further, That the preceding proviso shall 
not make lawful any contract or agreement, providing for the establishment or 
maintenance of minimum resale prices on any commodity herein involved, be- 
tween manufacturers, or between producers, or between wholesalers, or between 
brokers, or between factors, or between retailers, or between persons, firms, or 
corporations in competition with each other. Every person who shall make any 
contract or engage in any combination or conspiracy hereby declared to be illegal 
shall be deemed guilty of a misdemeanor, and, on conviction thereof, shall be 
punished by [fine not exceeding $5,000] fine not exceeding fifty thousand dollars, 
or by imprisonment not exceeding one year, or by both said punishments, in the 
discretion of the court. 

Sec. 2. Every person who shall monopolize, or attempt to monopolize, or 
combine or conspire with any other person or persons, to monopolize any part of 
the trade or commerce among the several States, or with foreign nations, shall 
be deemed guilty of a misdemeanor, and, on conviction thereof, shall be punished 
by [fine not exceeding five thousand dollars] fine not exceeding fifiy thousand 
dollars, or by imprisonment not exceeding one year or by both said punishments, 
in the discretion of the court. 

Src. 3. Every contract, combination in form of trust or otherwise, or con- 
spiracy, in restraint of trade or commerce in any Territory of the United States 
or of the District of Columbia, or in restraint of trade or commerce between any 
such Territory and another, or between any such Territory or Territories and 
any State or States or the District of Columbia, or with foreign nations, or between 
the District of Columbia and any State or States or foreign nations, is hereby 
declared illegal. Every person who shall make any such contract or engage in 
any such combination or conspiracy, shall be deemed guilty of a misdemeanor, 
and, on conviction thereof, shall be punished by [fine not exceeding five thousand 
dollars] fine not exceeding fifty thousand dollars, or by imprisonment not exceeding 
one year, or by both said punishments, in the discretion of the court. 


O 








ACT 


nta- 
pre- 
was 
> on 
jieve 


sub- 


al, 


pre- 
kets 
: bill 
osed 

are 


) 


6, OF 
with 
erein 
yrices 
ears, 
odity 
neral 
’ that 
atute, 
yr the 
com- 
cts or 
5, as 
ederal 
oses’’, 
» shall 
ent or 
d, be- 
tween 
ns, or 
re any 
illegal 
all be 
lollars, 
in the 


ize, or 
oart of 
, shall 
nished 
ousand 
ments, 


ir con- 
States 
en any 
es and 
etween 
hereby 
yage in 
neanor, 
ousand 
ceeding 





1st Session 


84TH CONGRESS ! HOUSE OF REPRESENTATIVES { Report 


No. 71 





CONSIDERATION OF H. R. 4259 





Fesrvuary 23, 1955.—Referred to the House Calendar and ordered to be printed. 





Mr. Smita of Virginia, from the Committee on Rules, submitted 
the following 


REPORT 


{To accompany H. Res. 153] 


The Committee on Rules, having had under consideration House 
Resolution 153, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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1st Session 


84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 


No. 72 





PROVIDING FUNDS FOR THE EXPENSES OF THE INVES- 
TIGATIONS AUTHORIZED BY HOUSE RESOLUTION 30 





Fesrvuary 24, 1955.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 31] 


The Committee on House Administration, to whom was referred 
House Resolution 31, having considered the same, report favorably 


thereon without amendment and recommend that the resolution 
do pass, 


O 
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Ist Session 


84TH CONGRESS HOUSE OF REPRESENTATIVES | Report 


No. 73 








PROVIDING FUNDS FOR THE STUDIES AND INVESTIGA- 
TIONS TO BE CONDUCTED PURSUANT TO HOUSE RESO- 
LUTION 118 





Fesruary 24, 1955.—Ordered to be printed 





Mr. Burteson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Res. 89] 


The Committee on House Administration, to whom was referred 
House Resolution 89, having considered the same, report favorably 
thereon with amendments and recommend that the resolution, as 
amended, do pass. 

The amendments are as follows: 

1. Line 1, following the word “That” insert “effective January 4, 
1955”’. 

2. Line 2, strike out “H. Res. 88” and insert “H. Res. 118”. 
3. Amend the title to read as follows: 


Resolution providing funds for the studies and investigations to be conducted 
pursuant to House Resolution 118. 
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84TH CONGRESS ' HOUSE OF REPRESENTATIVES | Report 
1st Session No. 74 





PROVIDING FOR THE EXPENSES OF CONDUCTING STUDIES AND 
INVESTIGATIONS AUTHORIZED BY RULE XI (8) INCURRED BY 
THE COMMITTEE ON GOVERNMENT OPERATIONS 





Fesrvary 24, 1955.—Ordered to be printed 





Mr. Burteson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 110] 


The Committee on House Administration, to whom was referred 
House Resolution 110, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution, as 
amended, do pass. 

The amendment is as follows: 

Line 1, strike out “January 3, 1955’ and insert “January 4, 1955”. 
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1st Session 


84TH CONGRESS HOUSE OF REPRESENTATIVES { REportT 


No. 75 





PROVIDING FUNDS FOR THE EXPENSES OF THE INVES- 


TIGATION AND STUDY AUTHORIZED BY HOUSE RESO- 
LUTION 35 





Fesruary 24, 1955.—Ordered to be printed 





Mr. Burteson, from the Committee on House Administration, 
submitted the following 


REPORT 
[To accompany H. Res. 128] 


The Committee on House Administration, to whom was referred 
House Resolution 128, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass, 
O 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 76 





PROVIDING FUNDS FOR THE INVESTIGATIONS AND 
STUDIES TO BE MADE BY THE COMMITTEE ON VET- 
ERANS’ AFFAIRS PURSUANT TO HOUSE RESOLUTION 63 





Fesruary 24, 1955.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 129] 


The Committee on House Administration, to whom was referred 
House Resolution 129, having considered the same, report favorably 


thereon without amendment and recommend that the resolution do 
pass. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES | Report 


1st Session No. 77 





PROVIDING FUNDS FOR NECESSARY EXPENSES OF THE 
COMMITTEE ON THE DISTRICT OF COLUMBIA 





Fepsrvuary 24, 1955.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 131] 


The Committee on House Administration, to whom was referred 
House Resolution 131, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass, 
O 
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_ Ist Session 


84TH CoNGRESS } HOUSE OF REPRESENTATIVES { REPORT 


No. 78 





CREATING A POSITION AS STENOGRAPHER TO THE 
POSTMASTER 





Fesrvary 24, 1955.—Ordered to be printed 





Mr. Burteson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Res. 140] 


The Committee on House Administration, to whom was referred 
House Resolution 140, having considered the same, report favorably 


thereon with an amendment and recommend that the resolution, as 
amended, do pass. 


The amendment is as follows: ; 
Line 6, strike out “$2,300” and insert ‘$2,100”’. 


O 
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Ist Session 


847TH CONGRESS HOUSE OF REPRESENTATIVES | Report 


No. 79 





JUDICIAL AND CONGRESSIONAL SALARIES 





FesruAry 24, 1955.—Ordered to be printed 





Mr. Cetter, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 3828] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 3828) to 
adjust the salaries of judges of United States courts, United States 
attorneys, Members of Congress, and for other purposes, having met, 
after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate to the text of the bill and agree to the same with an amend- 
ment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 7’hat (a) section 5 of title 28, United States 
Code, relating to the Chief Justice of the United States and to the 
Associate Justices of the Supreme Court of the United States, is 
amended by striking out “$25,500” and substituting therefor “35500”, 
and by striking out “$25,000” and substituting therefor “$35,000”. 

(b) Section 44 (d) of title 28, United States Code, relating to cir- 
cuit judges, is amended by striking out “$17,500” and substituting 
therefor “$25,500”. 

(e) Section 135 of title 28, United States Code, relating to district 
judges, is amended by striking out “$15,000” and substituting there- 
for “$22,500”, and by striking out “$15,500” and substituting therefor 
“$23,000”. 

(d) Section 173 of title 28, United States Code, relating to judges 
of the Court of Claims, is amended by striking out “$17,500” and 
substituting therefor “$25,500”. 

(e) Section 213 of title 28, United States Code, relating to judges 
of the Court of Customs and Patent Appeals, is amended by striking 
out “$17,500” and substituting therefor “$25,500”. 
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JUDICIAL AND CONGRESSIONAL SALARIES 


(f) Section 252 of title 28, United States Code, relating to judges of 
the Customs Court, is amended by striking out “$15,000” and substituting 
therefor ““$22,500”’. 

(g) The first paragraph of section 4 of the Act approved June 6, 1900 
(31 Stat. 322; 48 U. S. C., see. 101), as amended, relating to the District 
Court for the District of Alaska, is amended by striking out “$15,000” 
and substituting therefor “$22,500”. 

(h) Section 7443 (c) of the Internal Revenue Code of 1954, relating 
Pg of the Tax Court of the United States, is amended to read as 
follows: 

“(e) Satary.—Each judge shall receive salary at the rate of $22,500 
per annum, to be paid in monthly installments.” 

(i) (1) Article 67 of the Uniform Code of Military Justice, relating 
to judges of the Court of Military Appeals, is amended by striking out 
“$17,500” and substituting therefor “$25,500"’. 

(2) Such article is further amended by adding at the end of subdivision 
(a) (1) thereof the following: “Each judge shall, upon his certificate, be 
paid by the Secretary of Defense all necessary traveling expenses, and 
also his reasonable maintenance expenses actually incurred, not exceeding 
$15 per day, while attending court or transacting official business at a 
place other than his official station. The official station of such judges 
for such purpose shall be the District of Columbia.” 

Sec. 2. (a) Section 508 of title 28, United States Code, is amended 
to read as follows: 


‘$508. Salaries 


“The Attorney General shall fix the annual salaries of United States 
attorneys, assistant United States attorneys, and attorneys appointed 
under section 503 of this title within the following limitations: 

7 aes States attorneys—not less than $12,000 or more than $20,000; 
an 

“Assistant United States attorneys and attorneys appointed under 
section 503 of this title—not more than $15,000.” 

(b) The salaries of United States attorneys and assistant United 
States attorneys for the districts of Alaska, Canal Zone, and the Virgin 
Islands are subject to the provisions of section 508 of title 28, United 
States Code. 

Sec. 3. (a) The compensation of the Deputy Attorney General shall be 
at the rate of $21,000 per annum. 

(b) The compensation of the Solicitor General shall be at the rate of 
$20,500 per annum. 

(c) The compensation of each Assistant Attorney General, other than 
the Administrative Assistant Attorney General, shall be at the rate of 
$20,000 per annum. 

Sec. 4. (a) Section 601 (a) of the Legislative Reorganization Act of 
1946, as amended, is amended to read as follows: 

““(a) The compensation of Senators, Representatives in Congress, 
Delegates from the Territories, and the Resident Commissioner from 
Puerto Rico shall be at the rate of $22,500 per annum each; and the 
compensation of the Speaker of the House of Representatives shall be at the 
rate of $35,000 per annum.” 

(b) Section 601 (b) of the Legislative Reorganization Act of 1946, as 
amended, is amended to read as follows: : 

“(b) For the purpose of assisting in defraying expenses incurred in 
the operation of their respective ain. each Senator, Representative in 
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JUDICIAL AND CONGRESSIONAL SALARIES 3 


Congress, Delegate from the Territories, and the Resident Commissioner 
from Puerto Rico shall be entitled to reimbursement for such expenses for 
each fiscal year at the rate of $1,250 per annum, which shall accrue 
quarterly and be paid in quarterly installments upon itemized vouchers 
certified by such Senator, Representative, Delegate, or Resident Com- 
missioner. Amounts paid under this subsection subsequent to March 1, 
1955, shall not be deemed to be salary, pay, or compensation for the pur- 
poses of the Civil Service Retirement Act of May 29, 1930, as amended.” 

(c) Section 104 of title 3 of the United States Code (relating to the 
compensation of the Vice President) is amended by striking out “$30,000” 
and substituting therefor “$35,000"’. 

Sec. 5. In addition to any amounts heretofore authorized by law for 
travel, the Vice President, each Senator, Representative, Delegate, and 
the Resident Commissioner from Puerto Rico, shall be allowed, under 
regulations prescribed by the Committee on Rules and Administration of 
the Senate and the Committee on House Administration of the House of 
Representatives, respectively, out of the contingent fund of the Senate or 
House of Representatives, as the case may be, the expenses incurred in 
making not to exceed five round trips per year, beginning at noon of 
January 3 of a calendar year and ending at noon on January 3 of the 
succeeding calendar year, between Washington, District of Columbia, and 
the State, congressional district, Territory, or possession which he rep- 
resents in Congress or, in the case of the Vice President, the State of his 
legal residence. 

Sec. 6. The provisions of this Act shall take effect on March 1, 1955. 

And the Senate agree to the same. 

That the Senate recede from its amendment to the title of the bill. 

EMANUEL CELLER, 

Francis E. Watrsr, 

Cuauncry W. Reep, 
Managers on the Part of the House. 


Estes Kerauver 

Hariey M. Kiicors, 

JaMEs QO. EASTLAND, 

ArtHur V. WarkINs, 

Everett M. Dirksen, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 3828) to adjust the salaries of judges of United 
States courts, United States attorneys, Members of Congress, and for 
other purposes, submit the following statement in explanation of the 
effect of the action agreed upon by the conferees and recommended 
in the accompanying conference report: 

The following table sets forth the difference between the House 
and Senate versions and the conference report as to the matter of 
salaries: 





Position House Senate | Conference 





Chief Justice $35,500 | $35, 000 5, 500 
Associate Justice 35, 000 34, 5, 000 
ET RIOR in on Senn Sawant enaubn gue itketnnellonee , 4 25, 500 
District court__- : ,¢ é , 500 
Chief Judge, District of Columbia : st 23, 3, 000 
Court of Claims. _....-- ccicteuwioeuaeen = 0 5, f 5, 500 
Customs and Patent Appeals_..-....-- Suan 25, 5, f 5, 500 
Customs Court. , , 500 
Alaska District Court. , 500 a , 500 
Tax Court_. , 500 é , 500 
Military Appeals. __-._.-- 25, 000 25, 500 
Cree Seems SARONNOS oe a eee 12, 000 to 20, 000 | 12, 000 to 20, 000 
Assistant and special attorneys. ..........-.-.....--.-..... | 6,000 to 15, 000 Up to 15, 000 
Deputy Attorney General ’ 21, 000 21, 000 
Solicitor General... Se 20, 500 20, 500 
Asnintens Attorney theme al... ua. n<civncccocncecesccesen 20, 000 20, 000 
Vice President 35, 000 35, 35, 000 
35, 000 | 5, 35, 000 
Members 22, 500 | 22, 500 














1 No provision. 
TRAVEL ALLOWANCE 


The House version of the bill made no provision for any additional 
travel allowance for Members of Congress. The Senate version pro- 
vided for an additional five round trips per year, commencing on Jan- 
uary 3 of one year and ending on January 3 of the following year, under 
rules and regulations promulgated by the Committee on Rules of the 
Senate as it relates to Senators, and by the Committee on House 
Administration of the House of Representatives as it relates to the 
Members of that body. The House accepted the language of that 
provision in the Senate bill with a minor modification in order to 
clarify the point that the Vice President would be included in the 
provision on travel allowance as provided by section 43a, title 2, 
United States Code. That provision would place the Vice President 
on a par with the Speaker of the House in this particular situation. 

The Senate version provided that the judges of the Court of Military 
Appeals would receive up to $15 per day for travel and maintenance 
expenses incurred while traveling on official duty. The House version 
contained no such provision. Since the justices and judges of the 
other United States courts now receive such an allowance, the House 
accepted the Senate version. 
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5, 000 
22, 500 


ynal 
pro- 
Jan- 
nder 
the 
ouse 
the 
that 
r to 
. the 
le 2, 
dent 
yn. 

itary 
ance 
rsion 
f the 
louse 





JUDICIAL AND CONGRESSIONAL SALARIES 5 


COMPENSATION OF LEGISLATIVE EMPLOYEES 


The House version of the bill contained a provision to raise the 
maximum basic compensation of professional and clerical staff 
members of the standing committees to $10,000 and further provided 
that the ceiling of $11,646 as it related to legislative employees be 
adjusted so that the ceiling existing under the classified pay act 
should be substituted therefor. The House receded from its insistence 
on this provision, which was not contained in the Senate version of 
the bill, but it was the opinion of the conferees on the part of both 
Houses that some adjustment should be made relating to pay increases 
to legislative personnel. It was the further sense of the conferees 
that the respective committees of each House explore the salaries of 
all legislative personnel for the purpose of an upward adjustment in 
relation to their pay as it is believed that this matter is essentially 
one which should be the subject of a pay act applying to all legislative 
personnel. 


REIMBURSEMENT FOR OFFICE EXPENSES 


Subsection (b) of section 2 of the Senate version provided for repeal 
of the existing $2,500 expense allowance to Members of Congress. 
No similar provision was contained in the House bill. The conferees 
agreed that while the present expense allowance to Members of Con- 
gress should be eliminated, there nevertheless is a need for reimburse- 
ment for certain office expenses incurred by Members for such things 
as additional stamps, phone calls, telegrams, robo plates, stationery 
for robo machines, and like expenses incidental to the proper mainte- 
nance and operation of their office. Accordingly, the conferees agreed 
to language which provided the sum of $1,250 annually by which 
Members of Congress would be reimbursed for certain expenses 
actually incurred over and above those for which they were already 
compensated in the operation and maintenance of their office. The 
conferees agreed that the sum of $1,250 annually should be paid in 
quarterly installments upon itemized vouchers submitted by them 
and that it was a reasonable amount to be included in order to assist 
in defraying the expenses of their office. 


EFFECTIVE DATE 


The Senate version provided that the effective date of the act would 
be the first day of the month following the date of enactment. The 
House bill provided that the effective date would be January 1, 1955, 
for those provisiors relating to the executive and judicial branches of 
the Government and the date of commencement of the 84th Congress 
for the provisions relating to the legislative branch of the Government. 
The conference report provided that the effective date of the act shall 
be March 1, 1955. 

EMANUEL CELLER, 

Francis E. Water, 

Cuauncrey W. REeEp, 
Managers on the Part of the House. 
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Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[Pursuant to sec. 136 of the Legislative Reorganization Act of 1946, Public Law 
601, 79th Cong.] 


In accordance with section 136' of the Legislative Reorganization 
Act of 1946, your Committee on Merchant Marine and Fisheries 
submits the following report relative to the execution by the adminis- 
trative agencies concerned of Public Law 664, 83d Congress, 2d 
session, approved August 26, 1954. 


Purpose OF THE HEARINGS 


On January 31, 1955, a story appeared in the press to the effect that 
the administration’s program for selling farm surpluses overseas is 
“running into a bottleneck because of a ship-American provision” in 
Public Law 664, which provides, among other things, that at least 50 
percent of all cargoes given away or sold for foreign currencies must 
be transported overseas on privately owned United States-flag vessels. 
The article made no reference to the fact the 50-percent requirement 
applies only to the extent such vessels are available at fair and rea- 
sonable rates for United States-flag commercial vessels. 

The news story in question attributed statements to certain Gov- 
ernment officials to the effect that the Department of Agriculture— 


is having trouble finding space on American vessels for nearly $60 million worth 
of commodities already under contract for shipment abroad. 





' Sec. 136. To assist the Congress in appraising the administration of the laws and in developing such 
amendments or related legislation as it may deem nn each standing committee of the Senate and the 
House of Representatives shall exercise continuous watchfulness of the execution by the administrative 


agencies concerned of any laws, the subject matter of which is within the jurisdiction of such committee; 


and, for that oe shall study all pertinent reports and data submitted to the Congress by the agencies 
ch of the Government. 


in the executive 
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2 ADMINISTRATION OF CARGO PREFERENCE ACT 


The story notes that enough foreign ships are available but that the 
Department feels that these vessels may be tied up elsewhere by the 
time the required American ships are lined up. 

Public Law 664, hereinafter referred to as the Cargo Preference 
Act, amends section 901 of the Merchint Marine Act, 1936, as 
amended, to provide permanent legislation for the transportation of a 
substantial portion of waterborne cargoes in the United States-flag 
vessels. In connection with this matter suggestions were also heard 
that it may become necessary for the Maritime Administration to 
break out Government-owned vessels from the national defense re- 
serve fleet in order to remove the alleged bottleneck and assure prompt 
delivery under the overseas aid programs. Other charges were that 
the shortage of American ships was created by the authorization of 
the transfer of an excessive number of former American-flag tramp 
vessels of the Liberty type to foreign registry during this fiscal year 
and that this shortage was resulting in demands for exorbitant freight 
rates by available American shipping. 

In view of the fact that your committee gave much thoughtful 
attention to the bill which became Public Law 664 and held extensive 
hearings thereon during the 2d session of the 83d Congress, the com- 
mittee became deeply concerned that clouds of doubt should be form- 
ing as to the workability of the law within such a comparatively short 
period since its enactment, particularly since it is essentially a codifi- 
cation of laws which have been in effect and satisfactorily adminis- 
tered for a number of years. Accordingly, immediate steps were 
taken to inaugurate hearings to determine the facts in the matter 
and to receive the views of the several Government agencies involved, 
and others, with regard to the charges which had been made concern- 
ing the administration of the law and related matters. 


BACKGROUND OF Pustic Law 664 


The Cargo Preference Act amends section 901 of the Merchant 
Marine Act, 1936, as amended, so as to codify and extend, in perma- 
nent legislation, various preferences provided in existing law for 
United States-flag commercial vessels in the transportation of certain 
ocean cargoes in four kinds of situations: Where the United States 
(1) procures, contracts or otherwise obtains for its own account equip- 
ment, materials, or commodities; (2) furnishes equipment, materials, 
or commodities to or for the account of any foreign national without 
provision for reimbursement; (3) advances funds or credits; or (4) 
guarantees the convertibility of foreign currencies in connection with 
the furnishing of such equipment, materials, or commodities. It does 
not apply to purely commercial transactions where a broker or exporter 
sells to a firm abroad without the participation of the United States 
Government. 

To accomplish the foregoing purposes the act provides as follows: 

Src. 901. (b) whenever the United States shall procure, contract for, or other- 
wiso obtain for its own account, or shall furnish to or for the account of any 
foreign nation without provision for reimbursement, any equipment, materials, 
or commodities, within or without the United States, or shall advance funds or 
credits or guarantee the convertibility of foreign currencies in connection with 
the furnishing of such equipment, materials, or commodities, the appropriate 
agency or agencies shall take such steps as may be necessary and practicable to 
assure that at least 50 per centum of the gross tonnage of such equipment, mate- 
rials, or commodites (computed separately for dry bulk carriers, dry-cargo liners, 
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and tankers), which may be transported on ocean vessels shall be transported on 
privately owned United States-flag vessels, to the extent such vessels are available 
at fair and reasonable rates for United States-flag commercial vessels, in such 
manner as will insure a fair and reasonable participation of United States-flag 
commercial vessels in such cargoes by geographic areas: Provided, That the 
provisions of this subsection may be waived whenever the Congress by concurrent 
resolution or otherwise, or the President of the United States or the Secretary of 
Defense declares that an emergency exists justifying a temporary waiver of the 
provisions of section 901 (b) and so notifies the appropriate agency or agencies: 
And provided further, That the provisions of this subsection shall not apply to 
cargoes carried in the vessels of the Panama Canal Company. Nothing herein 
shall repeal or otherwise modify the provisions of Public Resolution Numbered 
17, Seventy-third Congress (48 Stat. 500), as amended. 

The basic maritime policy of the United States as stated in the 

Merchant Marine Act, 1936, is that— 
It is necessary for the national defense and development of its foreign and domes- 
tic commerce that the United States shall have a merchant marine (a) sufficient 
to carry * * * a substantial portion of the waterborne export and import foreign 
commerce of the United States * * *. 

Similar declarations of policy have been stated in all the basic 
merchant marine and shipping acts since the act of 1920. This policy 
generally has been construed to provide a goal for the American 
merchant marine which would meet the requirements of the national 
interests and at the same time preserve the balance that is necessary 
to maintain a sound flow of international trade. 

Prior to World War II, however (in fact since 1904), statutory 
provisions have directed that all Government cargoes, including offi- 
cers or employees of the United States, should move in United States- 
flag ships. Since 1934, Public Resolution 17 (15 U.S. C. A. 616 (a)) 
has expressed the sense of the Congress that where loans are made 
by the Government to foster the export of agricultural or other 
products, provision shall be made that such products— 
shall be carried exclusively in vessels of the United States, unless, as to any or 
all of such products, the United States Maritime Commission, after investigation, 
shall certify * * * that vessels of the United States are not available in sufficient 
numbers, or in sufficient tonnage capacity, or on necessary sailing schedule, or 
at reasonable rates. 

Subsequent to World War II the merchant fleets of the world were 
returned to private operation, and restored, through the operations 
of the Merchant Ship Sales Act of 1946, to approximately prewar 
size, long before any substantial revival of normal trade. 

During this period ocean shipping requirements, particularly to the 
devastated countries of Europe and the Middle East, remained at a 
very high level with the great bulk of cargoes going from the United 
States for the urgently needed relief and rehabilitation of those areas. 
Early in this period it became apparent that normal commercial 
shipping practices were inconsistent with the abnormal foreign-aid 

rograms. Without some form of assurance of participation by 
nited States-flag vessels in the transportation of relief and aid 
cargoes, it became clear that the shipping of the recipient and other 
maritime nations with lower operating costs would be able to under- 
bid American-flag vessels and eventually transport much, if not all, 
of these cargoes to the irreparable detriment of the American merchant 
marine. ‘This situation was experienced during the United Nations 
Relief and Rehabilitation Administration (UNRRA) period between 
the termination of lend-lease and the enactment of the Economic 
Cooperation Act of 1948. 
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Thus, as it became evident that substantial foreign-aid programs 
would comprise the bulk or great portion of our foreign trade for an 
indeterminate time to come the Foreign Assistance Act of 1948 (Public 
Law 472, 80th Cong.) provided in III (a) (2) thereof that no less than 
50 percent of goods procured in the United States out of funds made 
available out of that act should be transported on American-flag ships. 
The same or similar provisions, reflecting our national maritime policies 
with regard to the carriage of a substantial portion of our export and 
import foreign commerce have been incorporated in every major relief 
or foreign aid enactment since 1948. Specifically, the so-called 50-50 
provisions have been made applicable to the following postwar statutes 
providing for worldwide emergency relief and assistance programs. 

1. Foreign Assistance Act of 1948, and the ECA amendments, 
1949 (Public Law 47, 81st Cong.). 
2. Korean Aid Act (Public Law 447, 81st Cong.). 
3. Yugoslavia Emergency Relief Assistance Act of 1950 (Public 
Law 897, 8ist Cong.). 
4 4. India Emergency Food Aid Act of 1951 (Public Law 48, 82d 
ong.). 
. 5. Mutual Defense Assistance Act (Public Law 329, 8ist 
ong.). 
6. Mutual Security Act of 1951 (Public Law 165, 82d Cong.). 
7. Pakistan Wheat Act (Public Law 77, 83d Cong.). 

In view of the history which preceded Public Law 664 and the con- 
tinued unsettled conditions throughout the world, the Congress deter- 
mined, by the enactment of the permanent Cargo Preference Act, to 
state our shipping policy in the clearest and most unequivocal terms 
for application in all cases where normal channels of international 
trade are disrupted by virtue of United States Government-controlled 
— financed by Federal funds in whatever form they might 
take. 

Senate Report No. 1584 (83d Cong., 2d sess.), summarizes the 
intended coverage of the bill, which became Public Law 664, as 
follows: 

The committee is convinced that the bill S. 3233, as reported, is desirable as a 


codification and extension of present provisions in the several foreign economic 
and military aid statutes in that— 

(a) It lays down a permanent, uniform policy for all current and future aid 
programs; 

(6) it plugs existing loopholes, particularly with respect to offshore pur- 
chasing, and programs financed in any way by Federal funds; 

(c) it eliminates the f. o. b. (shipside delivery) and ec. a. f. (cargo and 
freight) procedures by which a high percentage of exports from this country 
and offshore purchases contracted for, financed, or furnished by the United 
States, have been routed in foreign vessels in violation of the spirit if not the 
letter of existing cargo-preference legislation. 


IssuEs 


The issues before the committee were basically as follows: 

1. Whether or not there is at present a shortage of American ships 
such as to preclude vessels of the American merchant marine from 
carrying at least 50 percent of the aid programs to Yugoslavia and 
Turkey. 

2. The effect of the Maritime Administration program permitting 
the transfer of vessels from United States to foreign registry upon the 
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availability of American-flag ships required for such transportation, 
as well as upon market rates for American vessels. 
3. Whether the Cargo Preference Act is being properly administered. 
4. Whether there is any justifiable basis for allegations that the 


Cargo Preference Act is causing delays in the shipment of agricultural 
commodities overseas. 


SUMMARY OF THE HEARINGS 


The administration of the Cargo Preference Act and operations 
thereunder had already been decided upon as a major item for the 
committee’s agenda during the current session. However, the 
impetus for the scheduling of immediate hearings on the Cargo 
Preference Act was the public allegation that that act was in some 
way impeding the shipment of agricultural commodities to Yugoslavia 
under the Agricultural Trade Development and Assistance Act of 1954. 

The committee took testimony from representatives of the several 
agencies of the Government concerned with the operation of the act. 
Thus the Secretary of Agriculture, the Secretary of Commerce, the 
Foreign Operations Administrator, and the General Services Admin- 
istrator were invited to explain their participation in Government- 
controlled overseas shipping programs, experience with the 50—50 
legislation and the effect, if any, of the foreign transfer of merchant 
vessels on such activities. The committee also invited testimony from 
representatives of the American-flag tramp shipping industry and 
from representatives of seagoing labor. In addition, expressions of 
views were sought from the principal shipping associations repre- 
senting various segments of the American merchant marine. 

In respect of each of the witnesses the committee’s concern centered 
about several main questions, i. e., (1) the shortage of American-flag 
vessels, (2) the effect of recent transfers of vessels to foreign on the 
availability of American tonnage, including the effect of such transfers 
on ocean freight rates, (3) the adequacy of the administration of the 
Cargo Preference Act, and (4) whether or not and what kind of 
corrective action might be found necessary. 


DEPARTMENT OF AGRICULTURE 


Under date of February 4, 1955, the Assistant Secretary of Agricul- 
ture addressed a letter to the chairman of your committee in reference 
to the responsibility of his Department for arranging for the sale of 
surplus agricultural commodities to friendly foreign countries under 
the provisions of title I of Public Law 480, and its responsibility under 
the  eegpensoan of Public Law 664 for assuring that at least 50 percent 
of the tonnage of the commodities exported through such sales is 
transported on privately owned United States-flag commercial vessels. 

The letter stated that the first authorization under title I of Public 
Law 480 providing for the sale of 125,000 metric tons of grain to the 
Government of Yugoslavia was made on January 7, 1955. Ocean 
transportation for shipments under the program have been arranged 
by the Government of Yugoslavia subject to approval by the Depart- 
ment of Agriculture. As of the date of the letter, all arrangements 
for ocean transportation of the first authorization had been made and 
approved, 
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The letter pointed out, however, that in the course of approving the 
transportation for the first program a steady increase in United States- 
flag commercial vessel rates was observed, and that the rise continued 
sharply into the second authorization calling for the sale of 300,000 
metric tons of grain to Yugoslavia. Arrangements for ocean trans- 
portation of the second authorization were handled by representatives 
of the Yugoslavian Government in the same manner as in the first 
program. 

Between January 18 and February 1, 1955, rates offered from the 
gulf to Yugoslavia on American vessels ranged from $17 to $21.55 
per ton. After negotiation in some cases, and rejections in others, 
fixtures were made at rates ranging from $16.25 per ton on January 
19 to $17.15 per ton on February 1, 1955. The Assistant Secretary of 
Agriculture advised that approval was given to the $17.15-per-ton 
rate on one American vessel, because “to do otherwise would hamper 
the program for the export of surplus agricultural commodities under 
title I of Public Law 480.” He points out that in October 1954 the 
Department could reasonably have expected to fix vessels at rates 
from $12.50 to $13.60 per ton at United States gulf ports. 

The letter concludes that the steady increase in rates quoted by 
United States-flag commercial vessel operators is resulting in the use 
of more and more of the limited funds authorized for the disposal of 
surplus agricultural commodities under title I of Public Law 480 for 
ocean transportation and that the increased cost of ocean freight 
means that a correspondingly lesser quantity of commodities can be 
disposed of under the law. It is finally noted that foreign-flag vessel 
rates normally increase proportionately with the rates quoted by 
United States-flag commercial vessel operators. 

At a hearing on February 8 the committee heard testimony from 
Department of Agriculture officials, including the Director of Trans- 
portation and Warehousing Division; the Chief, Ocean Transporta- 
tion Section, Commodities Stabilization Service; Assistant Director, 
Foreign Trade Programs Division; and Chief, Export Programs 
Branch, Foreign Trade Programs Division. 

In the testimony it was explained that the negotiations for the 
Yugoslav grain programs was initiated in mid-November 1954 and 
was concluded with an agreement signed January 5, 1955, calling for 
the sale of approximately 425,000 tons of wheat and about 50,000 
bales of cotton for Yugoslav currency called dinars to be paid to a 
United States account in Belgrade, thus becoming United States 
property to be used for United States purposes in that country. 

In explanation of the method of handling the ocean shipment of 
commodities under Public Law 480, the Director of the Transporta- 
tion and Warehousing Division explained that the transportation is 
paid for in American dollars except to the extent the transportation 
might be provided by vessels of the recipient country, or other coun- 
tries in which currency of the recipient country is acceptable. In 
the case of Yugoslavia, however, their currency is not merchantable 
in the world market and it would not be possible to move such ship- 
ments in any vessels but their own unless the United States guaranteed 
to pay for the transportation costs in dollars, In other words, the 
maritime nations of Western Europe would be unwilling to accept 
freight in Yugoslavian dinars. It was learned that the Turkish 
program is comparable to the Yugoslavian so far as the currency 
situation is concerned but that Turkey’s ability to transport a portion 
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of her own requirements is even more limited due to lack of a national 
flag merchant fleet. 

Tedimony confirmed that it is the practice of the Department to 
arrange for transportation through the Yugoslavian Government’s 
merchant marine mission. The mission works through its own brokers 
who scan the market for the best offers which are relayed through the 
mission to the Department of Agriculture for approval or rejection, 
if it appears that an offer is in excess of what the market appears to be 
for that day. Fixtures are made directly by the Yugoslavian Govern- 
ment representatives upon approval by the Department. This pro- 
cedure is followed with respect to requirements of the entire program 
including arrangements for liner shipments in parcel lots. 

The Department’s witness admitted that the Department of Agri- 
culture neither has the information nor is in a position to establish a 
fair and reasonable rate within the meaning of the law. Evaluations 
are made from day to day on the basis of market rates. 

Reference was also made to a canvass of the market on February 3 
for loading in the gulf, at which time the Yugoslav Government 
mission reported that there were no American-flag availabilities. On 
the other hand, a check by representatives of the Department disclosed 
that 8 or 10 ships were available at the same time, but for reasons 
unknown were not interested in offering for the Yugoslav requirements. 

In an effort to overcome the difficulty of establishing a fair and 
reasonable rate, the Department has recently adopted as a ceiling the 
rate set by the National Shipping Authority in 1951. It was brought 
out that the Maritime Administration had been requested by the 
committee to develop as promptly as possible a fair and reasonable 
rate for American vessels from the gulf to Yugoslavia which would 
serve as a reliable guide, beyond which fixtures could be made in the 
foreign-flag market. 

The Department’s representatives conceded that the dumping of 
so much cargo onto the market within a short space of time would 
have the effect of pushing the rates up and running short of American- 
flag ships. It was explained, however, that a crop failure in Yugo- 
slavia has made the purchase and shipment of the grain a matter of 
extreme urgency. 

In response to questions as to why more liners were not used (in 
view of their more stable rates near the foreign tramp level) the 
Department’s witness was unprepared to say whether it was the choice 
of the Yugoslavs to move the majority of the program in tramps or 
whether it was other circumstances. 

The Department of Agriculture testimony concluded with the intro- 
duetion of certain documents supplied by the Department from the 
Yugoslav merchant marine attaché showing the unsuccessful results 
of a survey of the American-flag market made by the Yugoslav mis- 
sion in an endeavor to secure tonnage for the movement of some 
80,000 tons of grain to Yugoslavia. On the basis of the correspondence 
the inference was left that either there was no American-flag tonnage 
available or at least that it was not offering itself for this specific 
movement, 


FOREIGN OPERATIONS ADMINISTRATION 


Appearing on behalf of the Administrator, the Director, Office of 
ransportation, testified as to the experience of the Foreign Operations 
Administration with the Cargo Preference Act. 
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FOA is concerned with three different statutes covering the move- 
ment of Government-controlled cargoes, and containing cargo-prefer- 
ence provisions. One is Public Law 664 itself. The second is Public 
Law 665, the Mutual Security Act of 1954. The third is Public Law 
778, the Mutual Security Appropriation Act of 1955. 

FOA and its predecessor agencies have been concerned with the 
cargo-preference problem since 1948 when such a provision was in- 
cluded in section 111 (a) (2) of the original Foreign Assistance Act of 
1948 as amended in 1949. 

Transportation for the shipment of cargoes abroad by FOA is ar- 
ranged in a manner similar to that followed by the Department of 
Agriculture. Where the recipient country is not in a position to ar- 
range all the chartering, FOA uses the Transportation Division of the 
Department of Agriculture and the Transportation Division of the 
Emergency Procurement Services, General Services Administration, 
to do the actual chartering, based on policy directives furnished to 
those agencies. 

The Mutual Security Act of 1954, following the language of earlier 
acts, refers to the availability— 


at market rates for United States-flag commercial vessels provided such rates are 
fair and reasonable— 


whereas the Cargo Preference Act says— 


to the extent such vessels are available at fair and reasonable rates for United 
States-flag commercial vessels. 


The Mutual Security Appropriation Act says— 
to the extent such vessels are available at market rates. 


Based on an informal legal opinion within the agency, FOA approved 
rates on— 


the basis of market rates with the secondary qualification as to whether they are 
fair and reasonable so that we made no radical departure from what we had been 
doing before. 
The question of costs of operation plus a reasonable profit has never 
been taken into account for rate approval purposes. And, in the 
opinion of the witness, such a factor is not involved in the problem. 
The witness pointed to the wide fluctuations in the charter market 
in 1954, from the depressed conditions during the first 6 months to 
the upswing during the last 6 months when the market has been tight 
in general all along the line although FOA has not yet reached the 
National Shipping Authority rate established in 1951. He referred 
to various factors which, in his opinion, would vary the determination 
of fair and reasonable at different times. The NSA rate previously 
established is useful only as an indication, and, according to the wit- 
ness, has no direct relation to operating costs of individual private 
shipowners. However, he conceded that he had no idea of the factors 
which make up the NSA rates, except that at the time they were 
established they were set high enough to keep Government-owned 
ships from being in competition with privately owned vessels. If the 
Maritime Administration fixed the outside limits of fair and reason- 
able rates for American-flag ships today, he would use it only as 4 
factor to be considered in connection with his view of the market. 
In connection with the rate pl kaka the FOA representative called 
attention to a world shortage of ships at the present time, emphasizing 
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that the shortage was not limited to American-flag ships. We are 
now moving 1,500,000 to 1,800,000 tons of coal per month from the 
United States. In fact, the total index of even the world market 
rates has risen since 1947-48 with the exception of the war peak. 

The Director of Transportation stated that the failure to get bids 
from American-flag tonnage was due to the absence of any indication 
on the part of the appropriate agencies of Government as to what a 
fair and reasonable rate is, and agreed that in view of the volume of 
the FOA program coupled with the agricultural program when we 
only have 70 tramp ships left we are fast approaching the stage where 
the rates of all American-flag tonnage will rise to a level at which it 
will be impossible to adhere to the 50-50 provision. He stated that 
it was well known in December 1954 that combined programs were 
to be underway in January, February, and March, 1955 which would 
provide more cargo for the proportionate American share than United 
States-flag tramps could move. 

During the middle of December FOA advised the Maritime Admin- 
istrator of the possible need to break out ships from the reserve fleets 
in view of the impending volume of cargoes. He further stated that 
he pointed out to the Maritime Administrator last August that vessels 
transferred to Panamanian or other flags of non-FOA countries would 
not be eligible for cargoes under the FOA programs. He testified that 
not more than 10 vessels of such flags had been used in the history of 
his agency, but that the principal foreign-flag vessels had been those of 
the maritime countries of Europe, principally British, Dutch, and 
Scandinavian. 

In connection with the procedure for arranging charters, the witness 
was asked about the use of liners for the carriage of parcel lots of bulk 
commodities. He stated that the practice was encouraged, but ad- 
mitted that where transportation is arranged by foreign Government 
representatives the extensive use of liners would be unlikely. 

At the conclusion of his testimony, the FOA Transportation Direc- 
tor said that due to a combination of conditions in world commerce, 
the grain programs, and the coal programs there is at present a short- 
age of American-flag ships to carry 50 percent of our cargoes, but that 
the situation should ease with the coming of spring. He emphasized, 
however, that there was no reason why any FOA cargoes should be 
delayed by reason of the provisions of Public Law 664, that none had 
been delayed, and that the statute is sufficiently flexible to allow the 
movement of programs without frustration. He added that although 
there is a general rise in freight rates the world over, the American- 
flag rate has risen more rapidly because of the lesser number available. 


GENERAL SERVICES ADMINISTRATION 


The Commissioner of Emergency Procurement Services and counsel 
charged with legal responsibility for handling transportation and public 
utility problems testified on behalf of the General Services Adminis- 
tration with regard to its relation to operations under the Cargo 
Preference Act. 

The principal responsibility of the Emergency Procurement Services 
is in connection with the national stockpile under Public Law 520 of 
the 79th Congress and Publie Law 683 of the 81st Congress. Both of 
these programs are administered by the Office of Defense Mobilization 
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and the General Services Administration through Emergency Pro- 
curement Services as the operating entity. In addition, Emergency 
Procurement Services performs certain functions from time to time 
for Foreign Operations Administration upon specific request. These 
functions include the procurement of ships for the transportation of 
FOA cargo from both American- and foreign-flag sources. 

The procedure in this regard consists of public advertisement for 
offers, receipt of sealed bids, and public opening thereof. The mailing 
list is limited to some 17 or 18 brokers in Washington, D. C., to avoid 
confusion which would result from inviting offers from brokers repre- 
senting the same operator. The advertisements for offers do specify 
between foreign-flag or American-flag vessels. Upon receipt and 
opening of offers they are submitted to FOA for approval or disap- 
proval. In sum, the only function performed by General Services 
Administration is the physical operations of sending out the invita- 
tions, receiving the offers, submitting them to FOA, and then signing 
the charters. Freight bills are sent direct to FOA for payment. 

In response to question the witness stated that as far as he could see 
there was no necessity for his being in the picture at all. 

In explanation of this apparent duplication of function, testimony 
was directed to Public Law 152 which established the General Services 
Administration which was granted jurisdiction over public utilities 
and transportation problems for all of the executive agencies of the 
Government. It was stated that since the mutual assistance program 
was in existence prior to the creation of GSA, Public Law 152 author- 
ized the exemption of that program from the act provided the adminis- 
tering agency should coordinate all their activities with reference to 
transportation problems within the outline of the act. 

As to the problem of determining fair and reasonable rates for United 
States-flag commercial vessels, GSA has made a practice of making its 
own computations on the basis of cost of operation and then checked 
them with the Maritime Administration to determine whether or not 
the rates were reasonable. Experience has shown that the compara- 
tive computations have closely approximated each other. The GSA 
witness testified that in his opinion the Maritime Administration is the 
appropriate agency to set the pattern and guide for the determination 
of fair and reasonable rates. 

With regard to its import programs of strategic materials GSA 
testified that the provisions of the Cargo Preference Act have not 
caused any delay in the importation of strategic and critical materials 
to this country. Neither does there seem to be any foreseeable way 
in which the provisions of the law might in the future delay any 
importation of materials, particularly in view of the flexibility pro- 
vided in the law itself. 





































FEDERAL MARITIME ADMINISTRATION 





The Maritime Administration was represented by the Administrator 
and the Direcior, National Shipping Authority, in the presentation of 
testimony directed to the Cargo Preference Act and to the foreign 
transfer policy that was put into effect in August 1954. 

Testimony developed that while Public Law 664 places a respon- 
sibility for compliance with the law upon each administering agency, 
since it is an amendment to the Merchant Marine Act, 1936, as 
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amended, the Maritime Administration has certain broad responsibili- 
ties with regard to its operation. Pursuant to these responsibilities 
Maritime Administration in recent months has offered the several 
administering agencies such information or assistance as they might 
be able to render, and has requested quarterly reports of all shipments 
under the Cargo Preference Act. The information so obtained would 
be transmitted to Congress in annual reports to advise generally of 
compliance with the act. Maritime does not conceive that it is 
charged with the duty of determining fair and reasonable rates, but 
has furnished guidance on the subject when requested by other 
agencies, 

In view of its position as the principal civilian agency of the Govern- 
ment having to do with the American merchant marine and the 
operation of ships for Government account, Maritime witnesses were 
asked to comment on the reported unavailability of sufficient American- 
flag ships to carry out the 50-50 provisions of the act. Testimony 
was given by the Director of the National Shipping Authority that 
to his knowledge there has been no instance where American-flag 
ships have not been available. He recited specific cases of available 
ships as of the same dates as the Department of Agriculture reported 
vessels unavailable for the Yugoslavian and Turkish grain programs. 
It was suggested that in that situation owners might have preferred 
not to bid for that particular business because of the prospect of 
other business more immediately available in an area closer to the 
position of their vessels. Another suggestion was that when the 
Yugoslav mission rejected offers which were tendered at rates not 
approved by Agriculture, they did not resubmit offers when they were 
again requested shortly thereafter. It was stated, however, that there 
have been instances coming to the attention of NSA where American- 
flag vessels have been offered at rates which the shipping agencies of 
the Government believed to be too high for the purpose and were 
therefore rejected. 

When the Maritime Administration was operating a great many 
ships for Government account during the Korean emergency a set of 
rates was established during 1951-52 which were applied for the pur- 
poses of movements of Government-operated vessels. They were 
adopted by ECA, predecessor agency to FOA, as the maximum rates 
which they would pay to American-flag privately owned vessels 
transporting similar cargoes. As of the time the NSA rates were 
established market rates had risen above the level which was fixed 
for Government-owned ships. Although the market rate did 
not go below the NSA rate until the export coal program collapsed 
in early 1952, the ceiling it established acted as a stabilizing force on 
the market generally and resulted in savings estimated as high as 
$90 million in the ECA grain and coal programs. 

The former NSA rates were established by determining as far as 
possible the approximate average costs of private operation of Ameri- 
can-flag, Liberty-type vessels, together with consideration of the cost 
of Government-operated vessels plus a fair and reasonable maximum 
level of elements normally incident to private operation such as 
depreciation, insurance, and profit. 

Upon the basis of that previous experience and information available 
today, NSA, pursuant to request of the committee, computed rates 
for the carriage of grain to Yugoslavia, ‘The rates are average rates 
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based upon estimated cost of operation plus a reasonable amount for 
profit, and are intended to be the upper limits of fairness and reason- 
ableness at the present time. The advance over the 1951 rate is 
largely in the element of labor cost without allowing for a propor- 
tionate increase in the element of profit. 

As to market rates for American-flag vessels up to the time of the 
hearings, the NSA Director testified that they are not unreasonable. 
However, having no knowledge, with any degree of certainty, as to 
what the probable export programs of the various shipping agencies 
of the Government, including the military will be, he was not in a 
position to evaluate whether there is actually a prospect of rates 
rising to a highly unreasonable stage. He stated that information as 
to prospective cargoes of the various agencies would be highly de- 
sirable in connection with keeping an eye on the rate levels. Unfor- 
tunately, it seems that the actual negotiation of programs for many 
of the overseas activities are carried out by = not directly con 
nected with the transportation phase but rather by those in the pro 
gram areas and in our missions abroad in foreign countries. 

In regard to ship transfers from American to foreign flag, the 
Maritime Administrator presented a comprehensive statement of the 
history and recent policy with regard to the administration of sections 
9 and 37 of the Shipping Act of 1916 pertaining thereto. These 
sections require that governmental consent must be obtained in order 
to sell, mortgage, lease, charter, deliver, or in any means transfer to 
an alien or to place under foreign registry or flag any vessel or any 
interest therein, owned in whole or in part by a citizen of the United 
States and documented under our laws. The basic purpose of these 
provisions of law is to restrict sales or transfers to aliens of vessels 
which are required to meet the needs of (1) our foreign and domestic 
commerce and (2) our national defense. These were stated to be the 
criteria by which the Administrator judged all applications for transfer. 
He added that there should also be weighed against these criteria the 
inherent and constitutional rights of owners of private property to 
dispose of such property freely and at will. 

The first war-built vessels to suffer serious unemployment, as a 
class, were the Liberty tankers which were more or less makeshift 
when they were put to war use and were found to be inefficient, 
uneconomical, and outmoded for operation after the extreme postwar 
demand had begun to subside. Accordingly, in December 1953, 
the Administrator adopted a policy permitting the transfer of these 
vessels to foreign flag, provided, among other things, that ownership 
be retained directly or indirectly by United States citizens and that 
they would be available to the United States upon request during 
war or national emergency. 

Of more concern in the instant problem was the policy adopted on 
August 16, 1954, to permit the transfer to foreign flag of approximately 
one-half the total American-flag tramp fleet, then consisting of about 
130 American-flag Liberty dry-cargo vessels, many of which were 
unemployed. Forty-three Liberty vessels, of the total of 226 then 
under the American flag had been idle for 4 months or more. It was 
pointed out that the owner of an unemployed vessel is faced with three 
alternatives: (1) Continued layup at personal expense, (2) scrapping, 
or (3) transfer to foreign registry. 

According to the Administrator, nearly all of the owners would have 
preferred to continue to operate their ships under the American flag 
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if it were economically possible. But there seemed little possibilit 
of long-range profitable employment for their ships and not muc 
hope of getting an operating subsidy as was available to shipping in 
liner service. Accordingly, the recent transfer policy was adopted 
upon the theory that by permitting the transfer of a portion of the 
tramp fleet another substantial portion could be retained which would 
be sufficient for the national needs. 

Between August 16, 1954, and the date of the committee hearings 
69 Liberty-type vessels have been approved for transfer to the flags 
of Panama and Liberia, against which there are commitments for the 
retention of an equal number of ships of the same type under American 
ownership and flag for an indefinite period of time into the future. 
The transfer policy is similar in regard to the dry-cargo Libertys as 
with the Liberty tankers concerning ownership and emergency 
availability. 

The Administrator conceded that the transfer program had much 
to do with the situation with regard to which the Department of 
Agriculture and others bad testified. In this connection, he pointed 
out that defense requirements were cleared with the Navy before 
transfer action was taken. On the other hand, as to the needs of the 
commerce of the United States, he had no data from Agriculture, 
Foreign Operations Administration, or General Services Administra- 
tion concerning the prospective programs of those agencies and the 
necessity for American-flag ships to carry cargo therefor. It was 
developed in testimony, however, that Public Law 480, enacted over a 
month before the transfer policy was adopted, provided for the sale 
of over $700 million worth of commodities abroad within a 3-year 
period. Pursuant to further examination it appeared that some 31 
of the total of 69 ships were approved for transfer between November 
1, 1954, and early February 1955 in the light of general knowledge of 
the imminent agriculture programs under Public Law 480. The only 
justification offered for the continued approval of transfers was that 
since all applicants had requested approval at an early date it would 
have been unfair to refuse approval to those whose applications were 
not reached for processing until the latter months as contrasted to 
those who had been more fortunate by being approved soon after 
the adoption of the policy. 

In the course of testimony it was developed that among the ad- 
vantages to accrue to an operator transferring to foreign flag was the 
fact that the value of his vessel would increase between $75,000 and 
$100,000 immediately upon approval of transfer. 

The Maritime Administrator commented that if there should be a 
shortage of American-flag vessels for a period no serious problem was 
posed since the contracting agencies may then go into the foreign 
market upon making the determination that American shipping is 
not available at fair and reasonable rates. Therefore, he does not 
believe the 50-50 law is subject to criticism. 

During a subsequent day of hearing reference was made to the 
developing foreign programs during the fall of 1954. The Director 
of National Shipping Authority stated that his office attempted to 
keep up with Government transportation requirements but were only 
able to do so by informal and personal inquiry of the various shipper 
agencies of the Government. He agreed that there is room for more 
formal procedures for coordination between Maritime and the various 
agencies having to do with the shipment of cargo. 
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AMERICAN TRAMP SHIPOWNERS ASSOCIATION, INC. 


The president of the American Tramp Shipowners Association 
testified on behalf of his association representing most of the American 
tramp operators, who presently likewise operate tramp vessels under 
foreign registry. Addressing himself to the question of availability 
of American-flag vesssels, he categorically denied that there was a short- 
age of such tonnage. On the contrary he charged that the chartering 
practices employed by the Department of Agriculture and Foreign 
Operations Administration were responsible for their inability to 
secure the ships they needed. The reason for this was stated to be 
the repeated arbitrary rejection of offers without regard to reasonable- 
ness and without regard to market rates even when clearly below a 
fair return for American vessels. 

The president of the association described the operation of the 
tramp market which is subject to fluctuations of the law of supply 
and demand. His group is agreeable, he said, to the establishment 
of outside limits of charter rates based upon cost of operation plus 
a reasonable profit, provided market competition was allowed to 
operate within such limite. Departmental practices, including the 
use of foreign missions for arrangement of transportation, has re- 
sulted in unreasonable rejections of offers and thereby discouraged 
the making of offers in other cases. 

It was the view of the witness that the establishment of a new set 
of National Shipping Authority rates would immediately loosen up 
the situation and bring owners into bidding for currently offered 
business. He also commented on the advantages to the shipper in 
arranging for consecutive voyages and scheduling cargoes on adequate 
advance notice. 

In regard to the transfer of American-flag tramp ships to foreign 
flags the association spokesman said: 


We have been most happy to keep under the American flag. We did not want 
to go foreign, as far as transfers are concerned. I want to reiterate that. If we 
analyze that situation for one quick moment, we will see it. Our original invest- 
ment was under the American flag. If we did not like the American-flag vessel 
we would not have invested init. It was only after we saw that it was impossible 
for us to continue that we requested the transfers. 

Subsequently, when asked, in view of the improved picture in 
recent months, whether anyone had given thought to transferring 
former American-flag vessels back to United States registry, the 
witness replied: 


We got out of the fire, and you want to put us back in again? 
CONFERENCE OF AMERICAN MARITIME UNIONS 


The executive secretary of the CIO maritime committee appeared 
on behalf of the Conference of American Maritime Unions, which 1s 
composed of— 

American Radio Association, CIO 

Brotherhood of Marine Engineers, AFL 

Inland Boatmen’s Union of the Pacific, AFL 
Marine Cooks and Stewards, AFL 

Marine Firemen, Oilers, and Watertenders, AFL 
Masters, Mates, and Pilots, AFL 
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National Marine Engineers Beneficial Association, CIO 

National Maritime Union, CIO 

Sailors Union of the Pacific, AFL 

Seafarers International Union, Atlantic and Gulf Districts, AFL 
Seafarers International Union, Great Lakes District, AFL 

The tenor of the testimony was one of unalterable opposition to any 
policy or practice of transferring American merchant ships to foreign 
flags. As the witness stated, his remarks were based upon a presenta- 
tion prepared in March 1954 but that they held good today. 

His views supplemented that of other witnesses concerning the need 
to spread Government programs over periods sufficient to avoid the 
necessity of breaking out ships from the reserve fleet, the need for 
scheduling, and the need for greater coordination between the agencies 
concerned. 

The witness stated, however, that he had no information on whether 
American-flag dry-cargo tramps were available to carry a propor- 
tionate share of the tonnage required to be moved in current months. 


SHIPPING INDUSTRY ASSOCIATIONS 


Pursuant to the chairman’s request, views were requested from the 
major steamship associations representing the great majority of 
American ship operators. Their responses which are included in the 
record of the committee’s hearings uniformly conclude that there has 
not been and, due to flexibility in the law, could not be delays in the 
execution of Government programs by reason of the provisions of the 
Cargo Preference Act. In addition figures are cited to show the 
availability of vessels for current programs, and suggestions are made 
that American liner vessels stand ready to serve needed programs to 
the fullest possible extent. In any event, these associations agree, if 
American-flag vessels should be found unavailabie at fair and reason- 
able rates (cost plus a reasonable profit) the statutory alternative 
clearly permits immediate contracting with foreign-flag vessels. 


FINDINGS AND CONCLUSIONS 
I 


The extreme conflict in the testimony of the various witnesses as to 
the availability or nonavailability of United States-flag vessels makes 
it difficult for the committee to arive at a categorical finding on this 
issue. However, it is obvious that a distinction must be drawn 
between the physical availability of such vessels and the readiness of 
the owners to submit bids at reasonable rates for cargo offerings. 
The evidence tended to prove that there were, and probably still are, 
United States tramp vessels physically available to carry these cargoes 
but that the owners were “playing the market” so as to be sure of 
every last dollar possible in freight earnings. 

The committee fully recognizes the fact that these tramp-vessel 
Owners are in business to make a profit and that the tactics being 
employed are designed to ‘‘make hay while the sun shines.” However, 
the committee recalls that the American-flag tramp fleet is comprised 
almost entirely of war-built Liberty ships purchased under the Mer- 
chant Ship Sales Act of 1946. This act was designed to foster the 
development and encourage the maintenance of an eflicient and 
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adequate American merchant marine for the needs of the commerce 
and the security of the United States. The Congress then passed the 
Cargo Preference Act without which it became apparent that the 
American tramp fleet could not continue to exist. 

The sales authority under the 1946 act finally terminated on January 
15, 1951. It is noteworthy that about 27 of the total of 69 vessels 
transferred to foreign-flag registry since August 16, 1954, were pur- 
chased from the Government during the last few weeks before the 
cutoff date of January 15, 1951. That was the period following the 
outbreak of war in Korea when there was a good prospect for profitable 
earnings for some time to come. Now, only 4 years later, the owners 
have transferred one-half the United States tramp fleet to foreign-flag 
registry; and with the vessels that remain under the American flag 
they are playing a cat-and-mouse game with the cargoes offered by 
the United States Government. 

It was said that at the outset of the recent transfer program the 
tramp-ship owners indicated a desire to remain under the American 
flag but that lack of cargoes available to American vessels in competi- 
tion with foreign vessels left no alternative to transfer except scrapping 
or bankruptcy. Yet despite a steadily strengthening charter market 
in the last months of 1954, the enactment of legislation which the tramp 
operators referred to as their “salvation,” and the known imminence 
of large bulk commodity programs under several statutes, there is no 
indication that any operator withdrew his transfer application in the 
interest of remaining under the American flag. In fact, when asked 
whether any operator had given thought to transferring vessels back 
to the American flag, the president of the Tramp Shipowners Associa- 
tion replied, ‘‘We got out of the fire, and you want to put us back in 
again,” 

It is significant, of course, that under existing conditions the value 
of a Liberty dry-cargo vessel rose by at least $100,000 the minute it 
was permitted to transfer to foreign-flag registry. At the same time, 
each transfer meant the loss of job opportunities for some 40 American 
seamen. Owners of United States-flag vessels should bear in mind that 
many of the provisions of the 1936 and 1946 acts were designed to 
protect American seamen as well as American vessel owners. The 
committee can only conclude from the record of these hearings that 
the tramp ship operators have not been loyal to the effort that has 
been and is being made to assist them, 


Il 


If any one fact stood out from all the testimony adduced at the 
hearings, it was the lack of coordination among the several agencies 
charged with the administration of the transportation aspects of the 
foreign-aid programs. For the most part, the departments had little 
or no information as to the cargoes planned for shipment by other 
departments. Consequently, no attempt has been made to space the 
offerings so as not to unduly increase the freight rates at any one time. 
No effort has been made to obtain the rate concessions inherent in 
consecutive voyage charters. And the procedures by which the char- 
ters are arranged not only are not uniform among the departments, 
but are inefficient, uneconomical, and in some cases, represent a lack 
of good judgment. It is no wonder that the witness from the General 
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Services Administration readily conceded that his function was a com- 
plete duplication of effort. 

The committee, thus, is constrained to find that radical changes in 
the administration of the overseas transportation of Government 
cargoes must be adopted immediately. The present confusion can 
only result in increased costs to the Federal Treasury, as well as re- 
strict the benefits which reasonably can be expected to flow from the 
Cargo Preference Act. 

The lack of coordination is all the more regrettable because it has 
been permitted to continue in the face of a s‘uiute which the Congress 
enacted to protect against just such a situation. Public Law 152, 
approved June 30, 1949, entitled “The Federal Property and Adminis- 
trative Services Act of 1949,” established the General Services Adminis- 
tration within the executive branch and by section 201 (a) provided: 

The Administrator shall, in respect of executive agencies, and to the extent that 
he determines that so doing is advantageous to the Government in terms of 
economy, efiicieney, or services, and with due regard to the program activities of 
the agencies concerned — 

1. prescribe policies and methods of procurement and supply of personal 
property and nonpersonal services, including related functions such as con- 
tracting, inspection, storage, issue, property identification and classification, 
transportation and traffic management, management of public utility services, 
and repairing and converting; and * * *. [Italic supplied.] 

Section 205 of the act authorized the Administrator to— 


delegate and to authorize the successive redelegation of any authority transferred 
to or vested in him by this Act (subsec. (d)); 
to designate other executive agencies to perform various functions 
with the proviso that any designation or assignment of functions or 
delegation of authority shall be made only with the consent of the 
ageney concerned or upon the direction of the President (subsec. (e)); 
and makes it mandatory for the Administrator to advise and consult 
with interested Federal agencies with a view to obtaining their advice 
and assistance in carrying out the purposes of the act (subsec. (i)). 
The intent of the act was to require the coordination of all agencies 
in the executive branch in the field of procurement and housekeeping 
services. It was designed to prevent agencies working at cross pur- 
poses with one another, to reduce to a minimum duplication of func- 
tions, and to centralize in one agency—not necessarily the General 
Services Administration—functions which by reason of their special- 
ized or technical nature that agency was best equipped to administer. 
It is apparent that at least in the field of ocean transportation of 
Government cargoes, the General Services Administration has failed 
to assume the responsibility placed in it by the Congress. Its present 
functions in this field are useless. Whether this failure is due in any 
measure to a refusal on the part of other agencies to cooperate is not 
known. But, in any event, immediate steps should be taken to im- 
plement the provisions of Public Law 152 in this area. 


III 


Public Law 664, though an amendment to the Merchant Marine 
Act of 1936, is not entirely clear as to responsibility for its adminis- 
tration. It leaves to the “appropriate agency or agencies’’ the re- 
sponsibility of assuring that at least 50 percent of the gross tonnage 
shall he transported in United States-flag vessels. It contemplates, 
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however, that determinations must be made from time to time that 
privately owned United States-flag commercial vessels are available 
at fair and reasonable rates for United States-flag commercial vessels. 
It was clearly evident from the hearings that some confusion has 
existed with respect to the meaning of the statutory language and the 
proper course of action in connection with freight rates. 

Some difference of opinion was noted, for example, on the question 
of how fair and reasonable rates for United States-flag vessels should 
be calculated. The alternatives seemed to be (a) market rates, or 
(b) rates based upon operating cost-plus reasonable profit. The com- 
mittee referred this question to the Comptroller General of the 
United States, whose views are set forth in his letter of February 17, 
1955 (appendix A). 

In sum, the Comptroller General advises that the term — 
would appear to call for reasonable compensation to the operator, including a 
fair profit. 

Certain legislative history is cited as support for that view. He adds: 


However, it seems apparent that the statute contemplates average “fair and 
reasonable rates,’’ which may or may not be profitable, or even compensatory, 
to a high-cost operator. 


The committee agrees with the Comptroller General’s construction 
of the law. It must be clearly recognized, however, that the term has 
reference to a range of rates beyond which it is legally permissible to 
ship Government cargoes in foreign-flag vessels without regard to the 
50 percent limitation. Also, it should be urderstood that at any one 
particular time market rates may be considerably less than this 
ceiling, in which event the chartering agency should feel free to 


exercise sound business judgment to secure the lowest rates possible 
for the Government. If every charter offered at or below the ceiling 
had to be accepted legally, it takes no great amount of foresight to 
realize that freight rates for United States-flag vessels would remain 
at the ceiling. The Government must be in a position to take ad- 
vantage of the pendulum of supply and demand when it swings in its 
direction. 

There can be little doubt as to the desirability of established 
freight rates for guidance in connection with a proper administration 
of the cargo-preference law. Such rates should be set by an agency 
having available to it all the cost information it is possible to obtain 
relative to the operation of United States-flag commercial vessels. 
Obviously, it would be uneconomical, even if practicable, for this 
function to be carried on in more than one agency. And equally as 
obvious is the fact that the proper agency to do this work is the 
Maritime Administration. Hence, the committee finds, both from 
the incorporation of the Cargo Preference Act into the 1936 act, the 
administration of which is specifically delegated to the Maritime 
Administration, as well as from the practical difficulties and confusion 
in the existing situation, that the chartering agency or agencies should 
look to Maritime for guidance as to the reasonableness of freight rates. 


IV 


There was unanimity among all witnesses from both Government 
and industry on one point: there is no basis in fact whatever for the 
charge that shipments to foreign countries of surplus agricultural 
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commodities are being delayed by reason of the Cargo Preference 
Act. The plain truth is that the act could not operate as to have 
any such effect unless it were being administered improperly. This 
is best illustrated by examining the language of the act itself. 

The act provides that whenever the United States is directly a 
party to programs for the acquisition or disposition of equipment, 
materials, or commodities, involving ocean transportation, including 
the advancement of— 


funds or credits or guarantee the convertibility of foreign currencies 
in connection with the furnishing thereof— 


the appropriate agency or agencies shall take such steps as may be necessary and 
practicable to assure that at least 50 percent of the gross tonnage of such equip- 
ment, materials or commodities * * * shall be transported on commercial vessels, 
to the extent such vessels are available at fair and reasonable rates for United 
States-flag commercial vessels, in such a manner as will insure a fair and reasonable 
participation of United States-flag commercial vessels by geographic areas * * *. 


The act further provides that— 


whenever the Congress by concurrent resolution or otherwise, or the President 
of the United States or the Secretary of Defense declares that an emergency 
exists justifying a temporary waiver of the provisions of section 901 (b) and so 
notifies the appropriate agency or agencies— 

the provisions of the act may be waived accordingly. 

Thus, the 50-percent limitation only applies when United States- 
flag commercial vessels are available at fair and reasonable rates for 
such vessels. The minute the determination is made that no United 
States-flag vessels are available on fair terms, the Government agency 
charged with shipping the cargo is free to engage foreign-flag vessels 
without regard to the limitation. The only delay that could ensue 
would be attributable to the administrative action in determining 
availability. 

Representatives of the Department of Agriculture readily admitted 
to some uncertainty in administering the provisions of the Cargo 
Preference Act in connection with activities under Public Law 480. 
They stated they did not know what constituted the outside limits of 
fair and reasonable rates for United States-flag commercial vessels 
and thus were reluctant to go into the foreign-flag vessel market on 
the basis of a lack of availability of United States-flag ships. They 
asked the committee for guidance in their dilemma. That guidance 
was furnished during the course of the hearings as a temporary 
expedient. However, for the future it will be essential to sound 
administration for the several agencies to get together, consolidate 
their activities, and establish uniform principles and procedures. 
There is nothing in the 50-50 law to cause delay in shipments under 
any program; and there are no insurmountable, or for that matter, 
formidable, obstacles in the path of a sound and efficient administra- 
tion of its provisions. 

The committee feels compelled to express itself with respect to the 
policies and activities of certain foreign nations and certain foreign 
shipping associations toward the Cargo Preference Act. As the record 
shows, many of the maritime nations of the world have registered 
vigorous protests against this legislation. Some of these protests are 
general in the sense that they condemn any form of flag discrimina- 
tion by any nation. Others, however, are more temperate in that 
they recognize some merit in application of the 50-percent limitation 
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to “aid” cargoes but feel it should not apply to what they term 
“trade” cargoes. 

First, let us consider the merit in a protest, for example, that this 
country should not insist on 50 percent of the wheat we are selling to 
Yugoslavia being shipped in American bottoms. The freight for 
those shipments is paid for by Yugoslavia in Yugoslavian dinars but 
the payment is made direct to the United States. The vessel owners 
themselves receive United States dollars. Nor would they be inter- 
ested in the charters unless the payment was in dollars. So, the 
result is that the United States Government takes Yugoslavian dinars, 
a “soft”? currency available for all practical purposes only in Yugo- 
slavia, and gives out dollars to both United States-flag and foreign- 
flag vessel owners. Are we being unreasonable under those cireum- 
stances in asking that United States-flag vessels receive at least 
one-half the business if they are available at reasonable rates? 

Then, we have the position of some nations that where the transac- 
tions are of a strictly commercial trade nature, the purchasing country 
should be free to choose whatever ships it pleases. Here again, the 
currency aspect enters the picture. If the foreign country is buying 
our goods with dollar credits or with a currency readily convertible 
into dollars, the argument is sound. But in that situation the Cargo 
Preference Act does not apply. It is only where the United States 
must guarantee the convertibility of the foreign currency as part of 
the deal that we ask, in fact require, shipment of one-half the goods 
in United States-flag vessels. 5 wey as a matter of national policy, 


we have decided that to be a fair deal. It is sometimes discouraging 
to find such strong resistance to national policies when they are 


designed to protect our interests rather than those of foreign nations. 
Vv 


During the summer of 1954 and for some time prior thereto the 
opportunities for the profitable employment of American-flag vessels 
had reached a low ebb. The Maritime Administrator testified that 
40 percent of all Liberty dry-cargo vessels under American registry 
were idle. On August 16, 1954, he announced a policy under which 
he would permit the transfer to foreign registry of certain of these ships. 
During the ensuing months a total of 69 Liberty ships, consisting of 
approximately one-half the United States tramp fleet, transferred to 
foreign registry. 

On December 17, 1954, the Maritime Administrator announced 
that further applications for permission to transfer to foreign flag 
would not be considered. He did, however, proceed to process and 
to approve all applications then pending which were covered by tlie 
policy announced on August 16. In November, 7 ships were trans- 
ferred; in December, 20 ships; in January, 4 ships; and in February, 
1 ship—in other words, 32 of the total of 69 were transferred after 
November 1, 1954. 

In view of the complete absence of interdepartmental coordination 
and the lack of information available to the Maritime Administrator 
with respect to export programs authorized by Public Law 480 and 
other laws, it is understandable that at the time the policy of August 
16, 1954, was laid down, the business outlook for American shipping 
was vague and uncertain. However, Public Law 480, authorizing the 
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expenditure of $700 million for financing the sale of commodities to 
foreign countries over a 3-year period, had become law on July 10, 
1954. The cargo-preference bill was in the final stages of enactment 
and was signed by the President on August 26, 1954. In view of 
the possibilities for profitable employment which should have been 
foreseeable under these statutes, it could be said that the Maritime 
ar (ere. should have deferred his transfer policy for a reasonable 
eriod. 

: However, the committee recognizes that its view of the situation is 
based on hindsight and that the situation might have looked differently 
to the Maritime Administrator at the time. But whatever justifica- 
tion existed for permitting transfers in September and October must 
be considered as having ceased to exist on or about the 1st of November. 
By that time, it should have been apparent that ample business would 
be available for American ships in a matter of weeks. 

The Maritime Administrator stated during the hearings that his 
decisions on transfers are guided by two criteria: (1) Is the ship neces- 
sary for national defense; and (2) is the ship necessary to carry a 
substantial portion of the foreign and domestic commerce of the 
United States. The first criterion was satisfied by certifications re- 
ceived from the Department of the Navy. The second criterion might 
have been satisfied at the outset of the transfer program but it ob- 
viously could not have been met after November 1. The result is 
that we now have an American tramp fleet which is or may soon prove 
to be wholly inadequate even to carry the minimum of 50 percent of 
Government cargoes provided for in the law. And the effect on 
freight rates for American-flag vessels of cutting the fleet in halves 
is all too apparent, as likewise is the extensive loss of job opportunities 
for American seamen resulting from such transfers. 


RECOMMENDATIONS 


1. Government agencies should discontinue the practice of per- 
mitting represeatatives of foreign governments to arrange for ship- 
ments of that cargo which is subject to the limitations of the Cargo 
Preference Act. 

2. The General Services Administration should immediately assume 
the responsibility placed upon it by law and centralize in one agency 
the function of transportation and traffic management. (See sec. 
201 (a) of the Federal Property and Administrative Services Act 
of 1949.) 

3. Procedures should be established under which each of the 
executive agencies administering export or import programs shall 
exchange information and so plan their activities in the transportation 
field as to effect a more economical operation and a more effective 
administration of the Cargo Preference Act. 

4. The Maritime Administrator should undertake to publish rates 
for the guidance of the agency arranging cargo shipments in determin- 
ing from time to time whether United States-flag ships are available 
at fair and reasonable rates for United States-flag commercial vessels. 

5, Liner services should be utilized to the extent practicable. 

6. Consideration should be given to the execution of consecutive 
charters and other similar arrangements designed to secure lower 
transportation rates for Government shipments. 
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7. The Maritime Administration should exercise general surveil- 
lance over the administration and operation of the Cargo Preference 
Act and report to the Congress periodically with respect thereto. 

8. The Secretary of State should take all action necessary and 
appropriate to maintain the national policy of the United States as 
reflected in the Cargo Preference Act in our relations with foreign 
nations. 
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JUDICIAL AND CONGRESSIONAL SALARIES 





FEBRUARY 28, 1955.—Ordered to be printed 





Mr. Cetier, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany H. R. 3828} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (AH. R. 3828) to 
adjust the salaries of judges of United States courts, United States 
attorneys, Members of Congress, and for other purposes, having met, 
after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate to the text of the bill and agree to the same with an amend- 
ment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That (a) section 5 of title 28, United States 
Code, relating to the Chief Justice of the United States and to the Associate 
Justices of the Supreme Court of the United States, is amended by 
striking out “$25,500” and substituting therefor “$35,500, and by 
striking out “$25,000” and substituting therefor ‘835,000"’. 

(b) Section 44 (d) of title 28, United States Code, relating to circuit 
judges, is amended by striking out “$17,500” and substituting therefor 
“895 500". 

(c) Section 135 of title 28, United States Code, relating to district 
judges, is amended by striking out “$15,000” and substituting therefor 
“$22,500”, and by striking out “$15,500” and substituting therefor 
$23,000". 

(d) Section 173 of title 28, United States Code, relating to judges of 
the Court of Claims, is amended by striking out “$17,500” and substituting 
therefor “$25,500”’. 

(e) Section 213 of title 28, United States Code, relating to judges of the 
Court of Customs and Patent Appeals, is amended by striking out 
“$17,500” and substituting therefor “$25 ,500”’, 
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(f) Section 252 of title 28, United States Code, relating to peer of the 
Customs Court, is amended by striking out “$15,000” and substituting 
therefor “$22,500”. 

(g) The first paragraph of section 4 of the Act approved June 6, 1900 
(31 Stat. 322; 48 U.S. C., sec. 101), as amended, relating to the District 
Court for the District of Alaska, is amended by striking out “$15,000” 
and substituting therefor ‘$22,500’. 

(h) Section 7443 (ec) of the Internal Revenue Code of 1954, relating to 
judges of the Tax Court of the United States, is amended to read as follows: 

“(¢) Sarary.—Each judge shall receive salary at the rate of $22,500 
per annum, to be paid in monthly installments.” 

(i) (1) Article 67 of the Uniform Code of Military Justice, relating 
to judges of the Court of Military Appeals, is amended by striking out 
“$17,500” and substituting therefor “$25 ,500”’. 

(2) Such article is further amended by adding at the end of subdivision 
(a) (1) thereof the following: “Each judge shall, upon his certificate, 
be paid by the Secretary of Defense all necessary traveling expenses, and 
also his reasonable maintenance expenses actually incurred, not exceeding 
$15 per day, while attending court or transacting official business at a 
place other than his official station. The official station of such judges 
for such purpose shall be the District of Columbia.” 

Sec. 2. (a) Section 508 of title 28, United States Code, is amended to 
read as follows: 


**§ 508. Salaries 


“The Attorney General shall fiz the annual salaries of United States 
attorneys, assistant United States attorneys, and attorneys appointed 
under section 508 of this title within the following limitations: 

esas States attorneys—not less than $12,000 or more than $20,000; 
ant 

“Assistant United States attorneys and attorneys appointed under 
section 503 of this title—not more than $15,000.” 

(b) The salaries of United States attorneys and assistant United States 
attorneys for the districts of Alaska, Canal Zone, and the Virgin Islands 
are subject to the provisions of section 508 of title 28, United States Code. 

Sec. 3. (a) The compensation of the Deputy Attorney General shall 
be at the rate of $21,000 per annum. 

(b) The compensation of the Solicitor General shall be at the rate of 
$20,500 per annum. 

(c) The compensation of each Assistant Attorney General, other than 
the Administrative Assistant Attorney General, shall be at the rate of 
$20,000 per annum. 

Sec. 4. (a) Section 601 (a) of the Legislative Reorganization Act of 
1946, as amended, is amended to read as follows: 

“‘(a) The compensation of Senators, Representatives in Congress, 
Delegates from the Territories, and the Resident Commissioner from 
Puerto Rico shall be at the rate of $22,500 per annum each; and the com- 
pensation of the Speaker of the House of Representatives shall be at the 
rate of $35,000 per annum.” 

(b) Section 601 (b) of the Legislative Reorganization Act of 1946, as 
amended (relative to expense allowances of Members of Congress), 18 
hereby repealed, 
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JUDICIAL AND CONGRESSIONAL SALARIES 3 


(c) Section 104 of title 3 of the United States Code (relating to the 
compensation of the Vice President) is amended by striking out “$30,000” 
and substituting therefor “$35,000”. 

Sec. 5. The provisions of this Act shall take effect on March 1, 1955. 

And the Senate agree to the same. 

That the Senate recede from its amendment to the title of the bill. 


EMANUEL CELLER, 

Francis E. Water, 
Cuauncey W. Reep, 
Managers on the Part of the House. 

Estes Keravuver, 

Hartey M. Kitcore, 

James QO. EastLanp, 

Artaur V. WaTkKINs, 

Everett M. Dirksen, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 3828) to adjust the salaries of judges of United 
States courts, United States attorneys, Members of Congress, and 
for other purposes, submit the following statement in explanation of 
the effect of the action agreed upon by the conferees and recommended 
in the accompanying conference report: 

On February 25, 1955, the House adopted the conference report on 
the bill H. R. 3828, House Report No. 79, 84th Congress, 1st session. 
On that same day, however, the Senate rejected the conference report 
and asked for a second conference. The Senate further instructed its 
conferees to insist upon the elimination from the conference report 
of the language contained in subsection (b) of section 4 of the 
conference report. 

The following table sets forth the difference between the House and 
Senate versions and the conference report as to the matter of salaries: 





Position House | Senate Conference 


Chief Justice $35,500 | $35,000 $35, 500 
Associate Justice 35, 000 34, 500 35, 000 
Court of appeals 25, 000 ¥. 25, 500) 
District court 22, 500 Ly 22, 500 
Chief judge, District of Columbia 23, 000 23, 23, 000 
Court of Claims 25, 000 f 25, 50 
Customs and Patent Appeals. ...............-.--.-..---.- 25, 000 of 25, 500 
Customs Court 22, 500 22, 500) 
Alaska District Court 22, § ,! * 5K 

2, AK 
Military Appeals 25, 000 5, f 25, 500 
United States attorneys..........-. -| 12,000 to 20, 000 12, 000 to 20, 000 
Assistant and special attorneys- -| 6,000 to 15,000 Up to 15, 000 
Deputy Attorney General a 21, 000 21, 000 
Solicitor General...........-.... PER 20, 500 ) 20, 500 
Assistant Attorney General 20, 000 20, 000 
Vice President 35, 000 35, 000 
35, 000 35, 000 
Members 22, 500 22, 500 

















1 No provision. 
DEPARTMENT OF JUSTICE OFFICIALS AND UNITED STATES ATTORNEYS 


The Senate version of the bill made no provision for an increase in 
the salaries of various officials of the Department of Justice, United 
States attorneys, and assistant and special attorneys. The House 
version provided for increases in the salaries of such officials. In con- 
ference the Senate agreed to accept substantially the House version 
relating to salaries as set forth in the above table. A minor change 
was made, however, in that the minimum paid to assistant United 
States attorneys and special attorneys was eliminated by the conferees. 
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COMPENSATION OF LEGISLATIVE EMPLOYEES 


The House version of the bill contained a provision to raise the 
maximum basic compensation of professional and clerical staff mem- 
bers of the standing committees to $10,000, and further provided that 
the ceiling of $11,646 as it related to legislative employees be adjusted 
so that the ceiling existing under the classified pay act should be 
substituted therefor. The House receded from its insistence on this 
provision, which was not contained in the Senate version of the bill, 
but it was the opinion of the conferees on the part of both Houses that 
some adjustment should be made relating to pay increases to legisla- 
tive personnel. It was the further sense of the conferees that the 
respective committees of each House explore the salaries of all legis- 
lative personnel for the purpose of an upward adjustment in relation 
to their pay as it is believed that this matter is essentially one which 
should be the subject of a pay act applying to all legislative personnel. 


TRAVEL ALLOWANCE 


The Senate version provided that the judges of the Court of Military 
Appeals would receive up to $15 per day for travel and maintenance 
expenses incurred while traveling on official duty. The House version 
contained no such provision. Since the justices and judges of the other 
United States courts now receive such an allowance, the House ac- 
cepted the Senate version. 

The House version of the bill made no provision for any additional 
travel allowance for Members of Congress. The Senate version pro- 
vided for additional five round trips per year, commencing on Janu- 
ary 3 of one year and ending on January 3 of the following year, 
under rules and regulations promulgated by the Committee on 
Rules of the Senate as it relates to Senators, and by the Committee 
on House Administration of the House of Representatives as it 
relates to Members of that body. The travel would be authorized 
between the District of Columbia and the State, congressional district, 
Territory or possession which the Member represents. The Senate 
receded from this provision of its bill and accepted the House version, 
thus eliminating the travel allowance. 

In Conference Report No. 79, the provision for this travel allowance 
was retained with a minor modification of a clarifying nature. 


REIMBURSEMENT FOR OFFICE EXPENSES 


Subsection (b) of section 2 of the Senate version provided for repeal 
of the existing $2,500 expense allowance to Members of Congress. No 
similar provision was contained in the House bill, thus retaining the 
existing $2,500 taxable expense allowance. The House receded from 
its version and accepted the Senate version, thus eliminating the 
provision of section 601 (b) of the Legislative Reorganization Act of 
1946, as amended. In Conference Report No. 79 of the 84th Congress, 
lst session, provision was made to reduce the amount of the taxable 
expense allowance to $1,250. However, that conference report was 
rejected by the Senate. 
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EFFECTIVE DATE 


The Senate version provided that the effective date of the act would 
be the first day of the month following the date of enactment. The 
House bill provided that the effective date would be January 1, 1955, 
for those provisions relating to the executive and judicial branches of 
the Government and the date of commencement of the 84th Congress 
for the provisions relating to the legislative branch of the Government. 
The conference report provided that the effective date of the act shall 
be March 1, 1955. 

AMENDMENT TO TITLE 


The amendment of the title merely reflects the recommended amend- 
ment to the original text of H. R. 3828. 
EMANUEL CELLER, 
Francis E. Wattsr, 
Cuauncey W. Reep, 
Managers on the Part of the House. 
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CONSIDERATION OF HOUSE JOINT RESOLUTION 202 





Marcu 1, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Bourne, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 160] 


The Committee on Rules, having had under consideration House 
Resolution 160, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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No. 83 











CONSIDERATION OF H. R. 1573 





Marcu 1, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Mappen, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 161] 


The Committee on Rules, having had under consideration House 
Resolution 161, report the same to the House with the recommendation 
that the resolution do pass. 
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DISPOSITION OF SUNDRY PAPERS 





Marcu 2, 1955.—Ordered to be printed 





Mr. Lone, from the Joint Committee on the Disposition of Executive 
Papers, submitted the following 


REPORT 


{Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 55-7, dated February 15, 1955, to 
the 84th Congress, Ist session, submitting the following lists or sched- 
ules covering records proposed for danced te the Government agencies 








indicated: 

Job No, ‘gency by which submitted Job No. Agency by which submitted 
II-NNA-1201...| Department of Health, Educa- || II-NNA-1507...| Department of State. 

tion, and Welfare. II-NNA-1511_..| Department of the Air Force. 

II-NNA-1211_.. Do. II-NNA-1512... Do. 
II-NNA-1212...| U. S. Information Agency, II-NNA-1515...| Department of State. 
II-NNA-1414...| Department of the Army. II-NNA-1536...| U. 8. Atomic Energy Commis- 
II-NN A~-1417_.. Do. sion. 
U-NNA-1421... Do. II-NN A-1537_.. Do. 
L-N N A-1427__. Do. II-NN A-1539__..| Department of State. 
II-NN A-1429__. Do. II-NNA-1540__-. Do. 
II-NN A-1430... Do. II-NNA-1542...| U. S. Atomic Energy Commis- 
II-NN A-1434...| General Services Administration. sion. 
II-NNA-1445_..| Department of the Army. || II-NNA-1543... Do. 
II-NNA-1455_.. Do. LI-NN A-1544__. Do. 
II-NN A-1462. .. Do. II-NNA-1545__. Do. 
II-NNA-1472__.| Post Office Department. II-NNA-1547_.. Do. 
ll-NN A-1485...} Department of the Navy. II-NNA-1548._. Do. 
II-NN A-1491__.| Department of the Air Force. II-NNA-1558_..| Department of the Treasury. 
II-NN A-1492. Do. III-NAV-$93_...| General Services Administration. 
II-NN A-1494_._| Post Office Department. 

















Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
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sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 
6 and the provisions of section 9 of the aforementioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives. 
Geo. S. Lona, 
Ropert J. Corsetrt, 
Members on the Part of the House. 


Our D. Jounston, 
FRANK CARLSON, 
Members on the Part of the Senate. 
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RELATING TO THE REGULATION OF NETS IN ALASKA 
WATERS 





Marcu 2, 1955.— Referred to the House Calendar and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


(To accompany H. R. 249] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 249) relating to the regulation of nets in 
Alaska waters, having considered the same, report favorably thereon 
with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 11, after the word “‘set’”’ insert “gill’’. 

Page 2, line 1, after the word “stake” insert “gill’’. 

The purpose of the bill as amended is to continue the authority 
of the Fish and Wildlife Service of the Department of the Interior to 
regulate the use of gill nets in the salmon fisheries of Alaska. The 
necessity for the bill arises from a recent court decision in Alaska which 
classified gill nets as fixed fishing appliances, the location of which 
is specified by law. For the past 25 years the Fish and Wildlife 
Service has treated gill nets as a type of fishing gear subject to its 
regulation and has made regulations governing their use based upon 
the particular conservation needs of each area. In the absence of 
this bill, gill nets as well as salmon traps would be governed by the law 
covering the latter. Not only would this require a prompt and drastic 
revision of the rules of the Service but it would work hardship on 
various groups of fishermen without any compensating advantage. 

The Department of the Interior submitted a report to the com- 
mittee favoring the purpose of the bill but suggesting other language 
to accomplish it. However, Mr. Seton Thompson, Chief of the 
Branch of Alaskan Fisheries, under whose jurisdiction the admin- 
istration of the bill would come, stated at the hearing that he believed 
that the bill as amended by the committee would effectuate the 
intended purpose. The amendments adopted by the committee were 
adopted to make clear its intent to limit the bill to the type of set 
or stake nets commonly referred to as gill nets. 

55006 


_re Bee OER ee ee 8 ee ee eee ee 


a «>. 


ee ee ee 





2 RELATING TO THE REGULATION OF NETS IN ALASKA WATERS 


The reports of the Department of the Interior and the Bureau of 
the Budget are as follows: 


EXEcUTIVE OFFICE OF THE PRESIDENT, 
BurEAU OF THE BUDGET, 
Washington, D. C., February 16, 1958. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Bureau of the Budget with respect to H. R. 249, a bill relating to the regula- 
tion of nets in Alaska waters. 

This bill would amend the existing laws pertaining to the regulation of Alaska 
fisheries by exempting salmon gill nets from provisions requiring that salmon traps 
and other fixed fishing appliances be set no closer than 609 yards laterally and 
100 yards endwvise. It is understood that the need for the amendment stems 
from a recent court decision in Alaska which held that “‘set’’ gill nets fell within 
the term “other fixed fishing appliances” and were therefore subject to the dis- 
tance requirements set by law. Regulations of the Department of the Interior 
governing the use of salmon gill nets are based on the assumption that such devices 
are not in the same category as salmon traps and are not, therefore, subject to 
the restrictions outlined above. Unless some modification is made in the existing 
laws, the Department will be obliged to revise its regulations. Such action would 
disrupt long-standing relationships between types of gear used in various fishing 
areas and eliminate a substantial number of set net operators from Alaskan waters. 

It is understood that the Secretary of the Interior will recommend that your 
committee give favorable consideration to certain revisions in the text of H. R. 249. 

You are advised that the Bureau of the Budget would have no objection to the 
enactment of H. R. 249 if amended to conform to the Secretary’s suggestions. 

Sincerely yours, 
Donatp R. BEtcuErR, 
Assistant Director. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 23, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Bonner: Your committee has requested a report on H. R. 
249, a bill relating to the regulations of nets in Alaska waters. 

We recommend the enactment of this bill, if amended as suggested in this 
report. 

The purpose of this proposed legislation is to make an amendment in the 
Alaska fishing laws relating to the capturing of salmon. This amendment would 
be to section 3 of the act of June 26, 1906, as amended by the act of June 6, 1924 (43 
Stat. 465; 48 U. S. C. 233), and would exempt salmon gill nets which are set, 
staked, or anchored, from the general requirement of the act that fixed fishing 
appliances shall not be set closer together than 600 yards laterally or 100 yards 
endwise. The particular provision that would be amended was incorporated in 
the statute by the 1924 act cited. The need for this amendment is predicated 
upon a recent court decision in Alaska which held that ‘“‘set’’ nets are in the same 
category as traps and other fixed fishing gear, and therefore must conform to the 
distance requirement between such gear. 

Unless this is clarified by an amendment that will make an exception in the 
case of set nets, such as proposed by H. R. 249, this Department will be obligated 
to revise its fishing regulations in conformity with the court’s ruling. Enforce- 
ment of such an interpretation would work an undue hardship upon the fishermen 
of Alaska, particularly in the Cook Inlet region. It would result in the elimination 
of a substantial number of set-net operators from various fishing areas with 4 
resultant loss of income to such operators. We feel that it will be necessary for 
this Department to modify the set-net regulations not later than April 25 in order 
to afford ample notice prior to the start of the fishing season on May 25, 1959, 
unless H. R. 249, or a similar measure is enacted. 

This Department cannot, of course, give preferential treatment to any one 
type of fishing gear at the expense of other types of gear within areas where more 
than one type_of gear is tian 8 Certain fixed relationships between types of gear 
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RELATING TO THE REGULATION OF NETS IN-ALASKA WATERS 3 


in various a areas have become established, and much of the regulatory 
process is dependent upon these relationships since they directly affect fishin 
intensity. ‘To disturb radically one or more of these relationships also wonit 
affect materially the operation of other types of gear. We see no justification 
for disturbing these relationships, which have existed for many years, at present, 
and this is one of the reasons that we favor the enactment of the proposed legislation. 

Enactment of this proposed legislation is desirable also, in our opinion, because 
it will permit the enforcement of existing regulations that fix distance intervals 
between set nets solely on the basis of need in particular fishing areas; and it will 
permit the adjustment of such distance requirements as changing conditions 
warrant. The fishing regulations prescribed by this Department consistently 
have included provisions fixing varying distance intervals between units of fishing 
gear based upon the needs of conservation. These distance intervals have ranged 
from 100 to 600 yards laterally between units of gear. It is significant that in 
only 1 area has it been found necessary to prescribe a 600-yard-distance interval, 
despite the fact that through the years a considerable segment of the salmon 
fishing industry has become dependent upon the use of set nets. 

We believe that some clarification of the terms of this bill is desirable in order 
to remove any doubt as to its intent. In its present form, the bill would include 
within the proposed exception to the cited act, ‘“‘set’’ nets, “stake’’ nets, or 
“anchored gill’ nets. We understand that the terms “‘set’’ net and “stake” net 
are intended to refer only to “gill” nets. Therefore, to clear up this point, we 
suggest that the text of the bili be revised to read as follows: 

“That the last sentence of section 3 of the act entitled ‘An Act for the protection 
and regulation of the fisheries of Alaska,’ approved June 26, 1906, as amended 
(48 U. §. C., see. 233), is further amended by changing the period at the end of 
said sentence to a colon and adding a proviso reading as follows: ‘Provided, That 
with respect to gill nets which are staked, anchored, or otherwise fixed, the 
regulations authorized by section 1 of the Act of June 6, 1924 (43 Stat. 464; 
48 U. S. C. 221-223), as amended, may specify and require different minimum 
operating distances’ ’’. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this proposed report to your committee. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


34 Statute 479 (as AMENDED) 
(48 U.S. C., sec. 233) 


LAWS AND REGULATIONS FOR PROTECTION OF THE COMMERCIAL FISHERIES OF 
ALASKA 


FISHING GEAR RESTRICTIONS 
* * * * * 7 * 


“Sec. 3. That it shall be unlawful to erect or maintain any dam, barricade, 
fence, trap, fishwheel, or other fixed or stationary obstruction except for pur- 
poses of fish culture, in any of the waters of Alaska at any point where the dis- 
tance from shore to shore is less than one thousand feet, or within five hundred 
yards of the mouth of any creek, stream, or river into which salmon run, excepting 
the Karluk, Ugashik, Kuskokwim, and Yukon Rivers, with the purpose or result 
of capturing salmon or preventing or impeding their ascent to the spawning 
grounds, and the Secretary of the Interior is hereby authorized and directed to 
have any and all such unlawful obstructions removed or destroyed: Provided, 
however, That the exception hereinabove contained with reference to the Kuskok- 
wim and Yukon Rivers shall be solely for the purpose of enabling native Indians 
and bona fide permanent white inhabitants along the said rivers to take from said 
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rivers for commercial purposes and for export from the Territory of Alaska king 
salmon in such manner and such quantities, and at such times as the Secretary 
of the Interior may, by suitable regulations, from time to time permit: Provided 
further, That no person shall be deemed to be a bona fide permanent inhabitant 
of the said rivers who has not resided thereon, or within fifty miles thereof for a 
period of over one year, and that the term ‘native Indians’ as used herein shall be 
taken to mean members of the aboriginal races inhabiting Alaska when annexed 
to the United States, and their descendants of the whole or half blood. For the 
purposes of this section, the mouth of such creek, stream, or river shall be taken 
to be the point determined as such mouth by the Secretary of the Interior and 
marked in accordance with this determination. It shall be unlawful to lay or set 
any seine or net of any kind within one hundred yards of any other seine, net, or 
other fishing appliance which is being or which has been laid or set in any of the 
waters of Alaska, or to drive or to construct any trap or any other fixed fishing 
appliance, except a set net, stake net, or anchored gill net, within six hundred yards 
laterally or within one hundred yards endwise of any other trap or fixed fishing 
appliance.” 
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PERMITTING THE MINING, DEVELOPMENT, AND UTILIZATION OF 
THE MINERAL RESOURCES OF ALL PUBLIC LANDS WITHDRAWN 
OR RESERVED FOR POWER DEVELOPMENT 





Marcu 3, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Enaie, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 100] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 100) to permit the mining, development, and 
utilization of the mineral resources of all public lands withdrawn or 
reserved for power development, and for other purposes, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

Page 3, following line 17, add the following new section: 

Sec. 7. No mining claim located pursuant to this Act upon surveyed or un- 
surveyed land, title to which, except for such location, would following the termi- 
nation of the withdrawal or reservation vest in a State for the support of the com- 


mon or public schools shall create any rights as against the State, and the existence 
of the claim shall not prevent the vesting of the title in the State. 


BACKGROUND HISTORY OF H. R. 100 


The House Committee on interior and Insular Affairs, through its 
Mines and Mining Subcommittee, and working with coordinate leg- 
islative committees, has given continuing effort to encouraging maxi- 
mum development of the Nation’s mineral resources, resources which 
are indispensable and essential to peacetime economy and in main- 
taining preparedness for defense of the Nation in time of war. 

Legislative measures aimed at promoting mineral resources develop- 
ment must be considered in light of these established facts: 

First, mineral resource utilization comes about only after (1) pros- 
pecting; (2) exploration; and (3) development. Yet, although the 

nited States Geological Survey has been engaged in mapping ac- 
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tivities since 1880, as of January 1, 1954, less than 1 percent of the 

land area of the United States has been included in saclanital investi- 
ations. 

& Second, only 12.7 percent of the United States total land area has 

been geologically mapped. 

Third, only 31.1 percent of the total land area of the United States 
— been topographically mapped by the United States Geological 

urvey. 

Fourth, the domestic mining industry, in the past 30 years, has 
found itself struggling for survival in many areas, while at the same 
time long-range planning underscores the undisputed need for self- 
sufficiency in strategic and critical materials, together with protection 
of our going coal, petroleum, and other established operating industries. 


The problem 


A historic problem, easily framed, extremely difficult of legislative 
solution, is this: How best permit activity on the vast expanses of 
public domain compatible with conservation and wise utilization of 
competing resources development? Grazing regulations must be 
drawn consistent with preservation of our water and timber resources. 
Planning of projects for impoundment and diversion of water resources 
for irrigation and reclamation purposes must recognize fish and wild- 
life benefits. Mineral resource development must be carried out in 
such manner as to assure minimum disturbance or destruction of such 
surface values as forest resources. Mineral resource development 
which appears necessary today must take into consideration preser- 
vation of tomorrow’s potential sites for hydroelectric power develop- 
ment. 

It is with the latter problem that H. R. 100 deals. 

Evisting statutory provisions 

There have existed for a number of years two principal statutory 
bases for withdrawal of public lands for power purposes or for classi- 
fication of such lands as power sites valuable for power purposes. 

By the act of March 3, 1879 (20 Stat. 394; 43 U.S. C. 31), the Direc- 
tor of the Geological Survey is authorized to classify public lands, and 
to examine the geological structure, mineral resources, and products 
of the national domain. Until June 10, 1947, classification action 
by the Geological Survey was subject to concurrence by the Com- 
missioner of the General Land Office (Bureau of Land Management 
after July 16, 1946), and the approval of the Secretary of the Interior. 
Since June 10, 1947, the Director of the Geological Survey, without 

rior secretarial approval, has had authority to classify public domain 

ands as power sites valuable for power purposes, and to modify such 
classifications. 

Power site reserves are withdrawals authorized by the act of June 
25, 1910, as amended (36 Stat. 847; 37 Stat. 497; 43 U.S. C. 141-148). 
This authority, which the statute vests in the President, has been 
delegated by him to the Secretary of the Interior. Until 1920, with- 
drawals under this act were subject to metalliferous mineral explora- 
tions. 

In recent years, according to advice from the Department of the 
Interior, the classification method is the one most generally used. 
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Operation of the Federal Power Act of 1920 


The Federal Power Act of June 10, 1920, as amended (41 Stat. 
1075; 49 Stat. 846; 16 U. S. C. 818), operated to reserve lands with- 
drawn or classified for power purposes from location, entry, or selec- 
tion generally, specifically procluding locations under mining law 
unless and until— 

First, the Federal Power Commission, pursuant to section 24 of 
the Federal Power Act, renders a determination that the power value 
of the lands invloved will not be injured or destroyed by such location, 
subject to certain terms and conditions of section 24; and 

Second, the lands are restored to location by an appropriate order 
of the Secretary of the Interior. 


Effect of existing law and procedures 


As has been indicated, under the present law, lands withdrawn or 
reserved for power development or power sites may be restored in 
individual parcels to entry and location under Federal mining law 
whenever their value for power purposes would not be injured or 
destroyed as a result of such restoration. Existing procedure requires 
the Federal Power Commission and the Department of the Interior 
to consider each proposed restoration individually, on its own merits. 
Since individual mining claims are of approximately 20 acres, the 
present cumbersome procedure has resulted in a waste of funds dis- 
proportionate to prospective benefits, and undue delay in processing 
applications, hott mbes ten important—has proved ineffective with 
respect to permitting development of the mineral resources of the 
withdrawn areas. 

In short, in practical operation, areas once withdrawn remain closed 
to entry, effectively blocked by present unworkable statutory 
procedures. 

More than 7 million acres of public lands, all in the West, are with- 
drawn or reserved for power development or power sites. Approx- 
imately 95 percent of this land has been so withdrawn for more than 
44 years, or since 1910; such withdrawn lands have thus been closed to 
prospecting, development, and mining under the mining laws of the 
United States. In many instances the chances of utilization for power 
purposes are remote, at least for the present. 

Large deposits of uranium are believed to exist in several areas set 
aside for power sites; legislation having as its purpose opening areas 
now withdrawn for power-site purposes would permit location and 
patenting of claims for uranium deposits. In this connection, atten- 
tion is directed to a report to the Senate Interior Committee by 
the Atomic Energy Commission dated May 11, 1954, on predecessor 
legislation in the 83d Congress, which declares in part: 

* * * The domestic uranium procurement program of the Atomic Energy 
Commission depends to a great extent on the discovery and development work of 
private individuals operating under the mining laws. As the proposed act would 


open up new areas for private development of uranium deposits, we believe it 
would be in aid of our program of acquiring available uranium * * *. 


The need 


With the foregoing in mind, the committee has concluded that 
legislation is needed modifying existing statutory procedure for 
locating of mining claims on areas reserved or withdrawn for power 
sites, such mineral development to be carried out without destroying 
the power-site potential of these areas. 
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H. R. 100 is responsive to that need. 

Predecessor legislation having the same purpose as H. R. 100, the 
present bill, was introduced in the 81st, 82d, and 83d Congresses; this 
committee has 3 times reported, and the House has 3 times passed, 
such legislation. 








EXPLANATION OF THE PRESENT BILL 







H. R. 100, as amended, would open more than 7 million acres of 
ublic lands in the West to mineral development under the mining 
aws, subject to conditions and procedures set out in the bill. 


Citation of act 
Section 1 declares that this act may be cited as the ‘“‘Mining Claims 
Rights Restoration Act of 1955.” 


Entry permitted and conditions thereof 

Section 2 operates to open to entry under Federal mining laws 
public lands presently withdrawn or reserved for power development 
or power sites; public lands so withdrawn and reserved in the future 
i be subject also to entry under the conditions provided for in 
the act. 

Purposes for which entry could be made include location and patent 
of mining claims, and for mining, development, beneficiation, removal, 
and utilization of the mineral resources of such lands—all to be 
carried out under existing laws regulating such activities. 

This section limits the effect of entry in two respects: 

First, by declaring that notwithstanding entry, all power rights to 
such lands shall be retained by the United States; and 

Second, by making locations made under this act within the revested 
Oregon and California Railroad and reconveyed Coos Bay Wagon 
grant lands subject’ to the provisions of the act of April 8, 1940 (62 
Stat. 162). The 1948 act reserves timber on lands included from 
claims by the locator, except for such timber as may be necessary in 
the develorsina or operation of his mine until such timber is disposed 
of by the United States. 


Protection of Federal interest 

Section 3 would operate to protect the interest of the United States 
on two counts. 

This section declares that prospecting and exploration for and 
development and utilization of mineral resources as authorized in this 
act shall be at the financial risk of the party or parties undertaking 
such work. 

The proviso in this section is in the nature of a “hold harmless” 
clause providing that the United States shall not be responsible or 
held liable or incur any liability for the damage, destruction, or loss 
of any mining claim, facility, etc., resulting from the actual use of such 
lands for power development by or under the authority of the United 
States, except where such damage, destruction, or loss results from 
the negligence of the United States, its permittees and licensees. 


Recording, reporting provisions 

Section 4 establishes recording and assessment reporting require- 
ments for unpatented mining claim locations made prior to the effec- 
tive date of this act and recording and assessment reporting require 
ments for locations which might be made after the date of the act. 
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In adopting the following language— 


The owner of any unpatented mining claim located on land described in section 
2 * * * as to any or all locations heretofore made— 

it should be understood that this language refers to claims based on 
valid entry; e. g., where a locator has made entry prior to the with- 
drawal or reservation for power site purposes of the lands entered. 

In short, the language of H. R. 100 as reported by the committee 
does not validate locations or claims based on entry after public lands 
have been withdrawn or reserved for power development and prior 
to restoration. 

Section 4 would require owners of any unpatented mining claim to 
file for record in the United States district land office of the land dis- 
trict in which the claim is situated a copy of a notice of location of the 
claim within 1 year after the effective date of this act as to any or all 
locations made prior to the effective date; for locations made after the 
effective date of this act such filing for record must be made within 
60 days of location. All claimants would be required to file for record 
within 60 days after the expiration of any annual assessment year a 
statement as to the assessment work done or improvements made 
during the previous assessment year. 


Protection of existing valid claims 


Section 5 makes clear the committee intent that rights arising from 
any valid claim located prior to the date of withdrawal or reservation 
are not limited or restricted in any way by this act. 


Requirement of conforming use 


Section 6 constitutes a prohibition against use of any facility or 
conduct of any activity for any purpose other than location or patent 
of mining claims for mining, development, beneficiation, removal, and 
utilization of the mineral resources of such lands. 


Committee amendment: State school lands provisions 


The committee has adopted an amendment to the printed bill to be 
designated as section 7 of the act. This section has been added to 
assure that title to school sections awarded to the States through their 
enabling acts but not transferred to them to date because of lack of 
survey or because of the existence of a withdrawal would, upon termi- 
nation of the withdrawal or reservation for power site purposes, vest 
in affected States for the support of the common or public schools. 
The language of the new section declares that mining claims located 
pursuant to this act shall not operate to create any rights in the claim- 
ant as against the State and that the existence of such claims shall not 
prevent the vesting of title in the States. 


Additional committee comment 


In reporting this bill, it is the desire of the committee that the report 
show that the phrase “withdrawn or reserved’”’ is construed to have 
the same meaning as “withdrawn and reserved.”’ 

Further, the committee reports this legislation with the understand- 
ing that development of resources of leasable minerals, including oil 
and gas, on the lands affected by this act, would continue under 
present laws and regulations and that the procedure provided in 
such laws and regulations is not modified by the terms of H. R. 100. 
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The committee, in considering this legislation, had the benefit of the 
oral testimony of representatives of the Department of the Interior 
and in addition has appended to this report the reports on H. R. 100 
from the Federal Power Commission and the Department of Agricul- 
ture. 













FrepEeRAL Power Commission Report on H. R. 100, 84rH Conaress, A Bir 
to PERMIT THE MINING, DEVELOPMENT, AND UTILIZATION OF THE MINERAL 
Resources oF ALL Pusiic LANDS WITHDRAWN OR RESERVED FOR POWER 
DEVELOPMENT, AND FOR OTHER PURPOSES 







Fesrvuary 1, 1955. 


This bill would permit the mining, development, and utilization of the mineral 
resources of all public lands withdrawn or reserved for power development without 
the necessity of a determination by the Federal Power Commission purusant to 
section 24 of the Federal Power Act (16 U.S. C. 818). 

Section 24 of the act is designed to furnish adequate protection for future 
power development by authorizing the Commission to examine the effect upon the 
power value of lands of the United States withdrawn or reserved which may result 
from entry, location, or selection under the public land laws for other purposes 
than power development. If the Commission determines that the power value 
will not be injured or destroyed by such other use, it so advises the Secretary of 
the Interior, who is directed by section 24 to declare such lands ‘‘open to location, 
entry, or selection, for such purpose or purposes and under such restrictions as the 
Commission may determine, subject to and with a reservation of the right of the 
United States or its permittees or licensees to enter upon, occupy, and use any 
part or all of said lands necessary, in the judgment of the Commission, for the 
purposes of this Part, which right shall be expressly reserved in every patent issued 
for such lands; and no claim or right to compensation shall accrue from the occu- 
pation or use of any of said lands for said purposes. The United States or anv 
licensee for any such lands hereunder may enter thereupon for the purposes of 
this Part, upon payment of any damages to crops, buildings, or other improvements 
caused thereby to the owner thereof, * * *” 

Section 2 of the bill would make unnecessary such individual considerations by 
the Commission of the effects upon power values where mineral development or 
use may be permitted by the Secretary of the Interior. 

Section 3 of the bill is designed to stimulate fuller development and utilization 
of mineral resources upon lands of the United States withdrawn or reserved for 
power purposes by relieving the United States or its licensees from liability for 
peyment of damages to claims, properties, or investments of mineral developers 
which might otherwise unduly burden or actually prevent use of the reserved 
lands for power purposes. 

The Commission recommends the enactment of H. R. 100. 

FrepERAL Power CommMISsSION. 
By Jerome K. KvuYKENDALL, 
Chairman, 









































DEPARTMENT OF AGRICULTURF, 
Washington 25, D. C., February 9, 1956. 






Hon. Crarr ENGtie, 
Chairman, Committee on Interior and Insular Affairs, 
United States House of Representatives. 

Dear ConGrREssMAN ENGLE: Reference is made to your request of January 18 
for a report by this Department on H. R. 100, 9 bill to permit the mining, develop- 
ment, and utilization of the mineral resources of all public lands withdrawn or 
reserved for power development, and for other purposes. 

We have no objection to the enactment of H. R. 100. : 

There are about 3% million acres of national forests nroclaimed from the public 
domain that are now in power withdrawals. H. R. 100 would open these power 
withdrawals to mineral development under the general mining laws. 

This Department favors the opening of power withdrawals in the national 
forests to legitimate mineral development, with the continued protection for 
power purposes that would be provided in H. R. 100. The Department also 
believes that certain basic amendments are needed to the general mining laws 4s 
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they apply to the national forests and other lands administered by this Depart- 
ment. The Department is now formulating its position with respect to such 
needed amendments and other mineral development authority in the light of its 
reports to the 83d Congress on 8. 783, H. R. 5358, and S. 1561. However, we 
believe that H. R. 100 is not the proper vehicle for amendment of the mining laws, 
and that such amendments should be made in general legislation rather than in 
connection with H. R. 100 with its limited applicability to power withdrawals. 

When the Department submits its recommendations on amendment of the 
mining laws, these would apply to all national forest lands subject to the mining 
laws, including those in power withdrawals if H. R. 100 were enacted. The 
Department’s position on H. R. 100 would not prejudice its overall position with 
respect to needed revision in the mining laws. 

On February 1, hearings were held by your committee on this bill and, although 
the departmental representative did not testify, you requested at the conclusion 
of the hearing that the Department submit its report to the committee as promptly 
as possible and without waiting for reference to the Bureau of the Budget. In 
view of this time limitation, we have not obtained the advice of the Bureau of 
the Budget regarding the relationship of this bill to the program of the President. 

Sincerely yours, 
True D. Morse Under Secretary. 
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INVOKING THE AID OF COURTS IN COMPELLING 
TESTIMONY OF CONGRESSIONAL WITNESSES 





Marca 3, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Ce.uer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 780] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 780) to prescribe a method by which the Houses of Congress 
and their committees may invoke the aid of the courts in compelling 
the testimony of witnesses, having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do 
pass. 

HISTORY OF THE LEGISLATION 


An identical bill, H. R. 4975, passed the House of Representatives 
in the 2d session of the 83d Congress. No action was taken by the 
Senate Committee on the Judiciary on that bill, however, because of 
the fact that the bill had been referred to it in the closing days of the 
Congress. During the course of the hearings held by the Committee 
on the Judiciary on the subject matter of immunity, this bill was con- 
sidered and was eventually reported favorably. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize either House of Congress or 
any of its committees, subcommittees, or joint committees to invoke 
by a majority vote of its actual members the aid of the United States 
district courts in order to require the attendance and testimony of 
witnesses and the production of evidence in connection with a duly 
authorized investigation. 


NEED FOR THE LEGISLATION 


There is little need to point out to the Members of the Congress 
the necessity for this legislation. Personal experience with contemp- 
55006 
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2 INVOKE AID OF COURTS IN COMPELLING TESTIMONY OF WITNESSES 


tuous and contumacious witnesses has been the lot of many of the 
Members as they sat in committee hearings. The numerous contempt 
citations which have been voted during the past Congresses are ample 
testimony that the present procedure is unsatisfactory. Under the 
existing procedure, a contumacious witness, or one who refuses to 
testify, is cited for contempt by a resolution of the House which is then 
presented to the United States attorney. He in turn then presents 
the matter to the grand jury for an indictment. In the last analysis, 
if a conviction is had, the punishment is a fine of $100 to $1,000 and 
imprisonment from 1 to 12 months. This is provided for in sections 
192 and 194, title 2, United States Code. Actually, there is no effec- 
tive means whereby a witness may be compelled to testify. 


GENERAL STATEMENT 


The provisions of H. R. 780 are an adequate remedy and a complete 
solution to the problem of contumacious or contemptuous witnesses 
before congressional committees. By merely authorizing a congres- 
sional committee as well as the House and Senate themselves to seek 
the aid of the United States district courts to compel witnesses to 
testify and produce evidence, an immediate solution is afforded. Once 
the court for the district in which the investigation is being carried on 
issues an order as authorized under subsection (b) of the bill, that 
person is subject to the jurisdiction of the court and the failure to 
obey such an order is punishable by the court as contempt thereof. 

Subsection (c) of the bill provides that the Department of Justice 
shall furnish legal assistance in such matters. 

In its report of July 8, 1954, on the bill H. R. 4975, which is iden- 
tical with H. R. 780, the Department of Justice stated that the bill 
raised policy questions primarily within the purview of the Congress 
and concerning which the Department prefers not to make a 
recommendation. 

Since the bill makes no changes in existing law there is no need to 
comply with the provisions of clause 3 of rule XIII of the House of 
Representatives. 
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ENABLING THE PEOPLE OF HAWAII AND ALASKA EACH TO FORM 
A CONSTITUTION AND STATE GOVERNMENT AND TO BE AD- 
MITTED INTO THE UNION ON AN EQUAL FOOTING WITH THE 
ORIGINAL STATES 





Marcu 3, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enaue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany H, R. 2535] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 2535) to enable the people of Hawaii and Alaska 
each to form a constitution and State government and to be admitted 
into the Union on an equal footing with the original States, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The amendments are as follows: 

Page 3, line 13, strike the word “the” and insert in lieu thereof the 
word ‘“a’’, 

Page 8, line 21, strike the word “apropriations’’ and insert in lieu 
thereof the word “appropriations”. 

Page 9, line 16, following the word “consideration.”’, add the 
following new sentence: 

The Congress shall within sixty legislative davs after receipt thereof. approve or 
disapprove said constitution. 

Page 9, line 18, strike the word ‘before’ and insert in lieu thereof 
the word “after’’. 

Page 10, following line 17, add the following new paragraph: 

If the Congress shall fail to approve or disapprove the constitution within the 
sixty legislative days provided for in the second paragraph of this section, the 
constitution shall be deemed to be approved, and it shall be the duty of the 
President to certify such fact to the Governor of said Territory, who shall there- 
upon proceed in like manner as though the constitution had been expressly 
approved, 

Page 10, line 25, strike the numeral ‘4’ and insert in lieu thereof 
the numeral ‘104’’. 
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ADMIT HAWAII AND ALASKA INTO THE UNION 


Page 12, line 11, strike the numeral “1” and insert in lieu thereof 
the numeral “101”. 

Page 14, lines 15 and 16, strike the words “of the House of Repre- 
sentatives shall not” and insert in lieu thereof the following: 
shall not operate to either increase or decrease the permanent membership of the 


House of Representatives as prescribed in the Act of August 8, 1911 (37 Stat. 
13) nor shall such temporary increase 


Page 19, line 12, strike the words “out ‘Hawaii’ from” and insert 
in lieu thereof the words “out “Hawaii and’’ from’’. 

Page 19, line 23, strike the words ‘‘(5) and (6)” and insert in lieu 
thereof the words ‘‘(4) and (5)”’. 

Page 20, line 22, following the statute citation “(ch. 904, 45 Stat. 
997),’”’ insert the words ‘‘as amended,”’. 

Page 24, line 16, following the designation “Src. 116.” insert the 
subsection designation ‘‘(a)”’. 

Page 24, following line 24, insert the following: 

(b) Effective on the admission of the State of Hawaii into the 
Union— 

(1) The first sentence of section 506 of the Merchant Marine Act, 1936, 
as amended (46 U.S. C., see. 1156), is amended by inserting before the words 
‘island possession or island territory’, the words, “‘island state’ and a comma: 

(2) Section 605 (a) of the Merchant Marine Act, 1936, as amended (46 
U.S. C., see. 1175), is amended by inserting before the words ‘island posses- 
sion or island territory’’, the words “island state’ and a comma; and 

(3) The second parazraph of section 714 of the Merchant Marine Act, 
1936, as amended (46 U. 8. C., sec. 1204), is amended by inserting before 
the words “island possession or island territory’, the words “island state’ 
and a comma. 

Page 28, line 24, strike the word ‘‘the’’ and insert in lieu thereof 
the word ‘‘a’’. 

Page 29, line 16, strike the words ‘; and that’ and insert in lieu 
thereof the following: 
: Provided, That nothing contained in this Act shall recognize, deny, enlarge, 
impair, or otherwise affect any claim against the United States, and any such 
claim shall be governed by the laws of the United States applicable thereto; and 
nothing in this Act is intended or shall be construed as a finding, interpretation, 
or construction by the Congress that any law applicable thereto authorizes, 
establishes, recognizes or confirms the validity or invalidity of any such claim, 
and the determination of the applicability or effect of any such claim shall be 
unaffected by anything in this Act: And provided further, That 


>) 


Page 30, line 20, strike the numeral “5” and insert in lieu thereof 
the numeral “205”’. 

Page 34, strike all of lines 7 through 18 and the word “‘Government.”’ 

eo 

on line 19. 

Page 35, line 2, add the following new sentence: 
Nothing in this Act shall be construed as affecting the rights of the United States 
under the provisions of the Act of February 26, 1944 (58 Stat. 100; 16 U. 8. C. 
631), as amended, and the Act of June 28, 1937 (50 Stat. 325; 16 U. 8. C, 772), 
as amended. 

age 35, strike all of lines 3 to 9, inclusive. 

Page 35, strike all of li 3 to 9, inclusiv 

Page 35, line 10, strike the subsection designation ‘‘(h)’’ and insert 
in lieu thereof “(g)”’. 

Page 35, line 16, strike the subsection designation “‘(i)”’ and insert 
in lieu thereof ‘“‘(h)”’. 

Page 37, line 3, strike the subsection designation ‘(j)”’ and insert 
in lieu thereof ‘‘(i)”’. 
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ADMIT HAWAII AND ALASKA INTO THE UNION 3 


_ Page 38, line 6, strike the subsection designation “(k)’’ and insert 
in lieu thereof “(j)”’. 

Page 38, lines 20 to 23, inclusive, strike the sentence: 
For the purposes of this subsection the mineral character of lands granted to the 


State of Alaska shall be determined at the time patent issues and the patent 
shall be conclusive evidence thereof. 


Page 38, line 24, strike the subsection designation ‘‘(l)”’ and insert 
in lieu thereof ‘‘(k)’’. 

Page 39, line 9, strike the subsection designation ‘“‘(m)” and insert 
in lieu thereof ‘‘(l)”’. 

Page 39, line 10, after the word “State,” insert the words “or its 
governmental subdivisions,’’. 

Page 39, line 15, strike the subsection designation ‘‘(n)” and insert 
in lieu thereof ‘(m)”’. 

Page 40, line 6, strike the subsection designation “‘(o)’’ and insert 
in lieu thereof ‘‘(n)’’, 

Page 40, line 18, strike the subsection designation ‘(p)”’ and insert 
in lieu thereof ‘‘(o0)”’. 

Page 42, lines 1 to 4, strike the words “‘a certified copy of the same 
shall be submitted by the Governor of the Territory of Alaska through 
the President of the United States to the Congress for approval or 
disapproval as hereinafter provided,” and insert in lieu thereof the 
following: 


a statement of the votes cast thereon, and a certified copy of said constitution, 
shall be immediately submitted by the Governor of the Territory of Alaska to 
the President of the United States. The President of the United States shall forth- 
with submit said constitution to the Congress for approval or disapproval as 
hereinafter provided. 


Page 42, following line 5, insert the following: 

(c) The Congress shall within sixty legislative days after receipt thereof approve 
or disapprove said constitution. 

Page 42, line 6, strike the subsection designation “(c)’’ and insert 

> ’ oD \ 
in lieu thereof ‘ (d)”’. 

Page 42, line 10, strike the words “section 7’’ and insert in lieu 
thereof ‘‘section 207” 

Page 42, line 14, strike the subsection designation ‘‘(d)”’ and insert 
in lieu thereot ‘(e)”’. 

Page 42, tollowing line 25, insert the tollowing: 

(f) If the Congress shall fail to approve or disapprove the constitution within 
said sixty legislative days, the constitution shall be deemed to be approved, and 
it shall be the duty of the President to certify such fact to the Governor of said 
Territory, who shall thereupon proceed in like manner as though the constitution 
had been expressly approved. 

Page 43, line 1, strike the subsection designation “‘(e)’’ and insert 
in lieu thereof ‘ (g)’’. 

_ Page 43, line 2, strike the subsection designation “(d)” and insert 
in lieu thereof “ (e)”’. 

_ Page 43, line 9, strike the words ‘“‘subsections (c) and (d)”’ and insert 
in lieu thereof ‘subsections (ec), (d), and (f)”’. 

Page 46, lines 10 and 11, strike the words ‘of the House of Repre- 
sentatives shall not”? and msert in lieu thereof the following: 
shall not operate to either increase or decrease the permanent membership of the 


House of Representatives as prescribed in the Act of August 8, 1911 (37 Stat. 13) 
nor shall such temporary increase 
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Page 47, following line 13, insert the following new section: 


Sec. 210. (a) The President of the United States is hereby authorized to 
establish, by Executive order or proclamation issued prior to admission of the 
State of Alaska into the Union, one or more special national defense withdrawals 
within the exterior boundaries of Alaska, which withdrawal or withdrawals may 
thereafter be terminated in whole or in part by the President. 

(b) The authority of the President to establish special national defense with- 
drawals as provided in the foregoing subsection shall be confined to not to exceed 
forty per centum of the areas of Alaska situated to the north and west of the 
following line: Beginning at the point where the Yukon River crosses the inter- 
national boundary between Alaska and Canada; thence downstream along a line 
parallel to, and one mile from, the right bank of the Yukon River, to the point 
of intersection of the Yukon River with the meridian of longitude 158 degrees 
west of Greenwich; thence north to the parallel of latitude 65 degrees north, 
thence westward along said parallel to its intersection with the meridian of 
longitude 169 degrees west of Greenwich. 

(c) There is hereby reserved to the United States, effective upon the admission 
of the State of Alaska into the Union, exclusive jurisdiction over all special 
defense withdrawals established under this section, and the United States shall 
have sole legislative, judicial, and executive power within such withdrawals. 
The exclusive jurisdiction so reserved shall extend to all lands within the exterior 
boundaries of each such withdrawal, shall remain in effect with respect to any 
particular tract or parcel of land only so long as such tract or parcel remains 
withdrawn, and the laws of the State of Alaska shall not apply during the period 
of withdrawal thereof. 

(d) During the continuance in effect of such special defense withdrawal or 
withdrawals as may be established under authority of this Act, or until the 
Congress otherwise provides, within such withdrawals— 

(1) there shal] apply all laws of general application to areas under the 
exclusive jurisdiction of the United States, including, but without limiting the 
generality of the foregoing, those provisions of title 18, United States Code, 
that are applicable within the special maritime and territorial jurisdiction 
of the United States as defined in section 7 of said title; 

(2) there shall apply all laws of general application to areas reserved for 
defense purposes of the United States; 

(3) there shall apply, to the extent not inconsistent with the laws made 
applicable by the foregoing provisions of this section, all laws in force within 
the Territory of Alaska immediately prior to the admission of the State of 
Alaska into the Union, whether enacted by the Congress or by the legislature 
of the Territory; 

(4) all functions vested in the United States Commissioners by the laws 
herein made applicable shall continue to be performed by such commissioners; 

(5) all functions vested, by the laws herein made applicable, in any munici- 
pal corporation, school district, or other local political subdivision, shall 
continue to be performed by such corporation, district, or other subdivision; 
and 

(6) all other functions vested, by the laws herein made applicable, in the 
Government of the Territory of Alaska, or in any officer or agency thereof, 
shall be performed by such persons or agencies and in such manner as the 
President sha!l from time to time, by Executive order, direct or authorize: 

Provided, That nothing contained in this subsection shall be construed as limiting 
the exclusive jurisdiction reserved to the United States by subsection (c) of this 
section or the authority of the Congress to implement such exclusive jurisdiction 
by appropriate legislation, or as limiting the jurisdiction of the United States 
District Court for the District of Alaska, or as continuing in effect the laws relating 
to the legislature of the Territory of Alaska, or as limiting any authority otherwise 
vested in the Congress or the President, or as denying to persons now or hereafter 
residing within the area described in subsection (b) of this section the right to 
vote at all elections held within the political subdivisions where they respec- 
tively reside. 


Page 47, line 14, strike the words ‘Src. 210.”’ and insert in lieu 
thereof “Src. 211.” 
Page 49, line 14, add the following new sentence: 


The provisions of this subsection shall not apply to lands within such special 
national defense withdrawal or withdrawals as may be established under authority 
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of section 210 of this Act until such lands cease to be subject to the exclusive 
jurisdiction reserved to the United States by that section. 


Page 49, line 15, strike the words “Src. 211.’ and insert in 


lieu 
thereof “Src. 212.” 
Page 51, line 21, strike the words ‘Sec. 212.” and insert in lieu 
thereof ‘‘Src. 213.” 
Page 52, line 20, strike the words “Src. 213.” and insert in lieu 
thereof “Src. 214.” 
Page 53, line 16, strike the words “Sec. 214.” and insert in lieu 
thereof ‘Src. 215.” 
Page 54, line 7, strike the words ‘Src. 215.’’ and insert in lieu 
thereof “Sec. 216.” 
Page 54, line 21, strike the words “Src. 216.” and insert in lieu 


thereof “Src. 217.” 


Page 55, line 8, strike the words “Src. 217.’’ and insert in lieu 
thereof ‘Src. 218.” 


Page 55, line 24, strike the words “Sec. 218.” and insert in lieu 
thereof “Src. 219.” 
Page 56, line 1, strike the words “Src. 219.” and insert in lieu 


thereof “Src. 220.” 

Page 56, line 7, strike the words ‘Src. 220.’’ and insert in lieu 
thereof “Src. 221.” 

Page 57, following line 19, insert the following new sentence: 

Any portions of the sums listed in the foregoing schedule that are not appropri- 
ated for the particular fiscal year for which their appropriation is authorized by 
such schedule are hereby authorized to be appropriated for any subsequent 
fiscal year. Appropriations made pursuant to this subsection shall remain 
available until expended. 

Page 58, following line 4, insert the following new sentence: 

Any portions of the sums mentioned in the preceding sentence that are not 
appropriated for, or obligated during, the particular fiscal year for which their 
appropriation is authorized by such sentence are hereby authorized to be appro- 
priated for any subsequent fiscal year. 

Page 58, line 15, strike the words “Src. 221.’’ and insert in lieu 
thereof the words ‘‘Src. 222.” 

Before reporting H. R. 2535, the Committee on Interior and Insular 
Affairs of the House of Representatives carefully considered nine addi- 
tional Statehood bills introduced during the 84th Congress. These 
bills included Congressman Saylor’s (Pennsylvania) H. R. 2536, iden- 
tical to and considered with H. R. 2535; H. R. 49 and H. R. 2531, 
introduced by Delegate Farrington (Hawaii); H. R. 248, introduced 
by Delegate Bartlett (Alaska); H. R. 185 and H. R. 187, introduced 
by Congressman Saylor (Pennsylvania); H. R. 511, introduced by 
Congressman Engle (California); and H. R. 555 and H. R. 825, intro- 
duced by Congressman Mack (Washington), whose common purpose 
is to enable the people of Hawaii and Alaska each to form a constitu- 
tion and State government and to be admitted into the Union on an 
equal footing with the original States. 


PuRPOSE OF THE BILL 


H. R. 2535, which contains 2 enabling acts, would enable the Terri- 
tories of Hawaii and Alaska with their 500,000 and 200,000 American 
citizens, respectively, to become States of the United States. Title I 
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of the bill refers to the Territory of Hawaii and title II to the Terri- 
tory of Alaska. Although H. R. 2535 in itself does not admit Hawaii 
and Alaska to statehood, it is in substance a grant of statehood. 
However, several important procedural steps will remain after enact- 
ment. 

TITLE I 


Following the passage in the House of Representatives on March 7, 
1950, by more than a two-thirds majority, of H. R. 49 (81st Cong.), 
providing for statehood for Hawaii, delegates to a Hawaiian constitu- 
tional convention were elected in the Territory of Hawaii on March 
21, 1950, in accordance with the provisions of Act 334 of the Session 
Laws of Hawaii, 1949, approved May 20, 1949. H. R. 49 (81st 
Cong.), which had been introduced in the House of Representatives 
by the late Delegate J. R. Farrington on January 3, 1949, set forth 
in section 2 explicit provisions with respect to the election of the 
members of a constitutional convention, and required that the first 
act of the convention after organization should be a declaration on 
behalf of the people of Hawaii adopting the Constitution of the United 
States. These provisions of sections 2 and 3 of H. R. 49 (81st Cong.) 
were incorporated substantially into House bill No. 1, of the Hawaiian 
Territorial Legislature of 1949, which was approved on May 20, 1949, 
and became Act 334, Session Laws of Hawai, 1949. 

In anticipation of favorable action by Congress, and pursuant to 
said Act 334, the people of Hawaii in the fal! of 1949 elected delegates 
to a constitutional convention. This convention, comprising 63 dele- 
gates representing an ample cross section of Hawaii’s population from 
all parts of the Territory, convened on April 4, 1950. It immediately 
took the first step required by all congressional enabling bills then or 
since pending, by specifically adopting the Constitution of the United 
States on behalf of the people of Hawaii. The convention thereafter 
finally approved a draft of the proposed Hawaiian State constitution, 
which on July 22, 1950 was signed by 62 of the 63 delegates. This 
constitution, likewise, in the paragraph immediately following the 
preamble, adopts in behalf of the people of Hawaii the Constitution 
of the United States. Thereafter, the Territorial legislature in special 
session, by almost unanimous vote approved the proposed constitu- 
tion as drafted, without alternative proposals, and providing for a 
ratification vote by the Hawaii electorate at the general election of 
November 7, 1950. Despite the active opposition of the leadership of 
the International Longshoremen’s and Warehousemen’s Union 
(ILWU), at this general election 83.9 percent of the total registered 
voters ratified the proposed constitution by the overwhelming majority 
of 82,788 to 27,109. The proposed constitution is reprinted in the 
appendix of this report, and all Members of the House of Representa- 
tives are urged to give it careful study. Readers will note that the 
proposed State constitution follows closely both the Federal Constitu- 
tion which is specifically and unequivocally adopted, and the mandates 
set forth in section 102 of H. R. 2535. 

The proposed Hawaiian State constitution has won wide acclaim. 
For instance, it has been commended by the National Municipal 
League of New York City as having set “a new high standard in the 
writing of a modern State constitution by a convention.” 

During the 82d Congress, S. 49 sought to provide statehood for 
Hawaii and was favorably reported with recommended amendments 
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ADMIT HAWAII AND ALASKA INTO THE UNION 7 


by the Senate Committee on Interior and Insular Affairs (S. Rept. 314, 
82d Cong.), but was not finally acted upon by the Senate. The bills 
(H. R. 49, H. R. 187, H. R. 511, H. R. 555, H. R. 2531, and title I of 
H. R. 2536) in lieu of which H. R. 2535 here under consideration has 
been introduced, follow substantially the form in which H. R. 49 
(Sist Cong.) passed the House in the 81st Congress. 

New developments which have occurred since the original H. R. 49 
(Sist Cong.) and S. 49 (83d Cong.) passed their respective bodies, have 
indicated to this committee the necessity and advisability of numerous 
amendments which have been incorporated into title I of H. R. 2535. 
H. R. 2535, title I, excludes Palmyra, Midway, Johnston Islands, and 
Kingman Reef from the State of Hawaii, but does include the re- 
mainder of the area now included in the Territory of Hawaii. 

H. R. 2535 also lays down certain fundamental propositions, in line 
with the pattern of requirements for political, economic, and religious 
freedom followed in previous acts of admission approved by Congress, 
which must be reflected in the Hawaiian State constitution in order to 
entitle the Territory to admission. It provides, for example, that the 
constitution must be republican in form and make no distinction in 
civil or political rights on account of race or color and that it shall not 
be repugnant to the Constitution of the United States or the principles 
of the Declaration of Independence. This bill also includes a stringent 
requirement providing that no person who advocates, or who aids or 
belongs to any party, organization, or association which advocates the 
overthrow by force or violence of the Government of the State of 
Hawaii or of the United States, shall be qualified to hold any public 
office of trust or profit under the State constitution. 

The proposed constitution of the State of Hawaii would give notice 
to all the world, and particularly to the peoples of the Pacific, at this 
critical juncture of international affairs, that it is the policy of the 
United States to provide self-government among all peoples, without 
political, economic, racial, or other distinctions. For example, the 
Hawaiian constitution provides, in accordance with the traditional 
patterns of the constitutions of other States, that complete freedom of 
religious worship shall be secured in the new State, and that no 
inhabitant shall ever be molested in person or property on account of 
his mode of religious worship. 

A system of public schools open to all is required to be provided. 
The debts and liabilities of the Territory are to be assumed by the 
State. To the same extent as in other States, lands and property of 
the United States, and other property belonging to citizens of the 
United States who reside outside the State shall not be taxed at a 
higher rate than that applied to residents; and certain fundamental 
provisions of the Hawaiian Homes Commission Act of 1920 are to be 
preserved from amendment or repeal except by consent of the United 
States. The provisions of the Submerged Lands Act of 1953 are made 
applicable to the new State. 

*roperty, the legal title to which heretofore has been conveyed to 
the Territory of Hawaii or its political subdivisions, or which is now 
in actual use to the Territory or its political subdivisions for public 
purposes, will remain or become the absolute property of the Terri- 
tory, or subdivision concerned. The Federal Government grants to 
the new State for public purposes all of the public lands still in Federal 
ownership which the Republic of Hawaii ceded to the United States 
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upon annexation in 1898. This area involves approximately 1,300,000 
acres, mostly mountainous, and largely in Territorial forests and other 
reservations. At present the Territory administers these lands and 
receives all income from them for the support of public schools and for 
the betterment of indigenous Hawaiians. 

The Department of the Interior has prepared an analysis of title I 
of H. R. 2535, which is set forth in appendix D. From this analysis 
and comparison, it tentatively appears that the proposed constitution, 
if embracing the two propositions in section 105 of title I, will conform 
substantially with the standards set forth in this and all enabling bills 
introduced for Hawaii since 1947, as well as the standards set forth in 
previous enabling acts for the admission of various States into the 
Union. 

Under the circumstances, if the principle of admission of the Terri- 
tory to statehood provided the Territory meets reasonable standards 
for admission is sound, the committee believes that Congress can safely 
approve the proposed constitution and thereby initiate the final pro- 
ceedings by which the Territory of Hawaii may become a State. 


MAJOR PROVISIONS 





OF THE 





BILL 


H. R. 2535, title I, contains the following major provisions: 
(1) Determines the area to be included in the new State and within 
its boundaries (sec. 101). 

(2) Provides for the extension of the Submerged Lands Act of 1953 
to the State of Hawaii (sec. 103e). 

(3) Grants to the new State for public purposes all of the public 
lands which it ceded to the United States when, as a free republic, it 
became voluntarily annexed, after the manner of Texas but reserving, 
however, those lands which have been set aside for Federal purposes 
(secs. 103a and b), 

(4) Provides for prompt congressional approval of proposed consti- 
tution. If approval is not forthcoming within 60 legislative days the 
constitution shall be considered approved and the election for Federal 
and State offices shall be called (secs. 104, 105). 

(5) Provides that Hawaii shall be in a position of equality with the 
existing States as to Members in the House of Representatives on the 
basis of its population, as determined by the 1950 Federal! census, and 
of the present apportionment law, but with the provision that the tem- 
porary increase in totamel mbership shall not exist after the next 
Federal census (sec. 106). 

(6) Establishes the Federal district court for Hawaii as a court 
of the United States with full judicial powers, and also makes neces- 
sary changes in the judiciary provisions of the United States Code 
applicable to Hawaii (secs. 107, 108, 109, 110, 111, 112). 

(7) Retains in the United States the power of exclusive legislative 
jurisdiction over defense and Coast Guard installations in the new 
State (sec. 114). 

A section-by-section analysis of title I is set forth below beginning 
on page 24. 

REASONS FOR STATEHOOD 


The committee is convinced that the grant of statehood to the 
people of Hawaii will be in the best interests of the people of the entire 
Nation as well as the half million Americans who are now residents 
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of the Territory that has been part of the United States for more than 
half a century. 

In considering the benefits to the Nation of the grant of statehood 
to any particular Territory, it has never been possible at the time of 
admission to prove in precise mathematical terms the exact extent 
to which the residents of the older States would be benefited. The 
specific advantages accruing to the Federal Government from the 
admission of any 1 of the 35 States admitted since the formation of 
the Union could not have been set forth in concrete terms to the 
Congress considering admission. 

Yet our dramatic history, and the greatness of our Nation today, 
proves conclusively that acceptance of new States has benefited the 
older areas as much as it has the citizens of the new State. Ever since 
enactment of the Northwest Ordinance of 1787, our people have recog- 
nized that our Nation cannot grow strong and prosperous except on a 
basis of full political equality for every incorporated area the people 
of which are willing and able to share the burdens of statehood. 

The citizens of Hawaii stand in precisely the same legal and political 
status today as did the residents of the Northwest Territory when they 
were admitted to full citizenship in that, first, they are residents of 
an incorporated Territory, one to which the Constitution was extended 
by the 55th Congress more than a half century ago, thus incorporating 
it into the Union; second, the population of the Territory is sufficiently 
large and its resources sufficiently developed, beyond question, to 
support statehood; and third, its people are thoroughly imbued with 
American traditions and ideals, and earnestly desire statehood. 

A major difference, however, is that Hawaii today has a larger 
population than do 4 of our States (Vermont, Delaware, Wyoming, 
and Nevada), and that with approximately 500,000 people, its popu- 
lation is larger than that of any State at the time it entered the Union 
except Oklahoma. Also, Hawaii is the richest Territory in the point 
of economic development ever to enter the Union—in the fiscal year 
1954, Hawaii paid more than $136 million in Federal taxes, a sum 
greater than that paid by any one of nine of the present States (Nevada 
New Hampshire, Montana, Vermont, Idaho, South Dakota, North 
Dakota, Wyoming, and New Mexico). Since incorporation, the 
Territory has paid over $1,757 million in Federal taxes. 

Strengthening our Pacific bastion.—Pearl Harbor, for all its tragedy, 
served one grimly useful purpose. It made us aware that our western 
front was not the coast of California, Oregon, and Washington, but a 
group of islands some 2,000 miles southwestward in the Pacific. 

It is a paradox that the United States should still permit so vital a 
part of itself to remain in the inferior status of a Territory. We have 
been striving with all of our might to promote the principle of self- 
determination and self-government among the peoples of the earth. 
Are we then to deny to a populous area that is an integral part of the 
Nation the right of self-government in the full measure to which that 
community is entitled? 

Statehood would resolve this paradox. By granting it, the Nation 
would bind to itself, with the strongest of ties, a bastion which is 
vital to its own security. Enactment of the measure would dramatize 
as few other acts could the principle of self-government which the 
United States is proclaiming to the world, and would bestow new 
dignity and prestige on our country’s western outpost. 
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The American sector of the Pacific area would be, with the admis- 
sion of Hawaii, an unbroken line of equal States, in full partnership 
with the rest of the Nation. 

With so many island groups mandated to her in the Trust Territory, 
the United States already hie farflung peacetime responsibilities in 
the Pacific. Hawaii is happily situated as a center for the adminis- 
tration of the country’s Pacific affairs. Some of her people have their 
racial backgrounds in that area, giving the Nation a unique medium 
of communication and understanding with Asiatic peoples. State- 
hood will enable Hawaii to send to Congress representatives who have 
an intimate knowledge of Pacific affairs. Hawaii will be the natural 
training ground for leaders to administer American interests in this 
area. 

Wishes of the American people —The committee is firmly convinced 
that the great majority of the people of the United States desire 
statehood for Hawaii. The presidential candidates of both major 
political parties in the 1952 campaign unequivocally endorsed it, and 
the platforms of both major parties called for it, as they had for some 
years past. The 1952 Republican Party plank on this subject stated, 
“We favor immediate statehood for Hawaii.’”’” The Democratic 
Party platform plank stated, “‘Alaska and Hawaii * * * We therefore 
urge immediate statehood for these two Territories.” 

According to a national Gallup poll published in February 1955 on 
the question, ‘‘Would you favor or oppose having Hawaii admitted 
as a State in the Union?’’—78 percent of the public favored admission. 
Only 12 percent opposed, and 10 percent had no opinion. 

The overwhelming preponderance of the press of the Nation has 
vigorously supported Hawaii’s campaign for statehood. According 
to a tabulation by the Hawaii Statehood Commission, out of the many 
editorials appearing in newspapers, dailies and weeklies, large and 
small, in all sections of the country, only 52 editorials were opposed 
to immediate statehood, while over 2,750 favored this action. 

Hawaii statehood had been endorsed by a long list of national 
organizations of various sorts including business groups, veterans or- 
ganizations, service groups, church organizations, labor groups, official 
bodies, farm organizations, and many others. No national group in 
recent years has gone on record as opposed to this legislation so far as 
the committee is aware, with the exception of the Southern States 
Industrial Council, which expressed interest in the legislation in 
January of last vear for the first time. 

A partial list of the many national organizations favoring statehood 
is set forth in the appendix. 

Position of present and prior administration.—In his 1953, 1954, and 
his 1955 state-of-the-Union addresses, President Dwight D. Eisen- 
hower urged immediate statehood for Hawaii. On January 6, 1955, 
the Commander in Chief specifically stated with respect to Hawaiian 
statehood: 


I again urge approval of this measure. 


So, too, former President Harry S. Truman made a direct appeal 
while in office to the then chairman of the Senate Interior and Insular 
Affairs Committee, asserting that— 


The case for statehood rests on both legal and moral grounds. 
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On May 7, 1953, the Department of the Navy reported to the 
committee that— 


the Department of the Navy, on behalf of the Department of Defense, favors 
enactment of 8. 49. 


The Secretary of Defense of the former administration repeatedly 
reported that statehood would strengthen the defense position of the 
United States in Hawaii. 

The Secretary of the Interior, Hon. Douglas McKay, reported to 
the committee on February 4, 1955, that— 


I appreciate this opportunity to appear before the House Interior and Insular 
Affairs Committee concerning H. R. 2535 and H. R. 2536. 

As you know each of these bills would provide for the admission of Alaska and 
Hawaii as new States. 

Title I sets forth the conditions under which Hawaii would become a member 
State of the Union. 

The case for the immediate admission of Hawaii into the Union is truly a strong 
one. Its strength led President Eisenhower to say, in his recent state of the Union 
message: 

‘‘* * * there is no justification for deferring the admission to statehood of 
Hawaii. I again urge approval of this measure.” 

The President’s recommendation is in the interest of the people of the 
continental United States as well as in the interest of the people of Hawaii. It 
has both justice and practicality on its side. 

Hawaii is well qualified for statehood in a political sense. For more than 50 
years its people have been citizens of the United States, and have enjoyed a con- 
siderable measure of self-government in local affairs. 

They have utilized this opportunity wisely and ably. They have adopted 
progressive laws in keeping with our American institutions; they have followed 
sound fiseal policies; they have provided good schools, health facilities, and other 
publie services; and they have established governmental procedures that are both 
efficient and fair. In short, they have conducted the public business in a manner 
that fully conforms to the concept of government by, for, and of the people. 

Recently the people of Hawaii have given further proof of their skill in political 
affairs by drafting and adopting a constitution for the proposed new State that 
reflects high qualities of statesmanship. 

Hawaii is also well qualified for statehood in an economic sense. Its taxpayers 
have long paid virtually all of the expenses incident to the conduct of the present 
Territorial government, and are quite able to assume the very slight additional 
expenses which statehood would involve. 

The population of Hawaii is larger than those of 4 of the existing States, and 
internal-revenue collections from Hawaii exceed those from 9 of the existing States. 
The commerce of Hawaii—both import and export—is chiefly with the mainland 
areas of the United States, and its principal business relations are with those 
areas rather than with Europe or the Orient. 

Hawaii is likewise well qualified for statehood in a cultural sense. Its people 
speak the same janguage, earn their living in the same manner, read newspapers 
with the same editorial policies, buy the same brands of automobiles, cigarettes, 
and radios, and, in general, live in about the same way as do people in the con- 
tinental United States. 

In 1898 the Hawaiians voluntarily relinquished their status as an independent 
nation in order to become incorporated into the United States. Since that time 
they have repeatedly manifested their loyalty and attachment to our institutions, 
and their earnest wish to be for all time an integral part of our Nation with the 
right of full participation in its Government. As this committee aptly stated 2 
years ago, the population of the islands is ‘‘wholly imbued with the principles of 
Americanism in thought, word, and deed.” 

The patriotism of the Hawaiian people is a matter about which I can speak at 
firsthand, for I was present in Honolulu during the Japanese attack on Pearl 
Harbor. The reaction of the people to that attack was superb. There was 
nothing they would not do to help our Armed Forces, and when they were as- 
signed a job to do they tackled it efficiently and stuck with it until it was finished, 
no matter what the time. Men and women stood in line for hours just for the 
privilege of giving a pint of blood for a wounded soldier. 
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In the light of facts such as these the passage of statehood legislation for Hawaii 
is, to my mind, a “must’’ of national policy. Granting statehood to Hawaii 
would strengthen the Nation in precisely the same ways and for precisely the 
same reasons as the grant of statehood to each of the 35 States admitted since 
1789 has strengthened the Union. 

Permanent continuance of Hawaii in a Territorial status against its will would 
be inconsistent with our national principle that government is based upon the 
consent of the governed, and with our national practice of admitting incorporated 
Territories to statehood when they have completed their periods of pupilage. 
Hawaii is fully qualified for statehood, asks for nothing more, and is entitled to 
nothing less. 

Secretary McKay is the fourth Secretary of the Interior to support 
statehood for Hawaii. His immediate predecessor in office, Hon. 
Oscar L. Chapman, repeatedly pointed out that Hawaii’s political 
maturity and its position as an “‘incorporated”’ Territory, gave it a 
sound legal basis for insisting that statehood was its only possible 
destiny under all of our precedents respecting incorporated Territories. 

Under date of February 8, 1955, the Department of State reported 
to the committee that— 

The Department believes, therefore, that whenever the Congress and President 
determine that Alaska and Hawaii shall be admitted to the Union we will be 
able to point with pride in the international field to that action. Statehood for 
Alaska and Hawaii would constitute a significant manifestation of the principle 
enunciated by Secretary Dulles when he said in speaking of the problems of 
bringing dependent peoples toward self-governing status: “There is no slightest 
wavering in our conviction that the orderly transition from colonial to self- 
governing status should be carried resolutely to a completion.” 

Similarly, the Department of State in the previous administration 
supported statehood for Hawaii as being in the national interest. 

The attention of the House is invited to the reports of the executive 
departments on H. R. 2535, which are set forth in full in this report. 
| Advantages of statehood for Hawaii.—Admission of Hawaii to state- 
hood would give it full and equal participation in the American system 
of government. It would accord the half-million American citizens 
who are also citizens of Hawaii the following specific rights which 
they do not have under the present Territorial system of government 
by the Congress in Washington: 

1. The right to full voting representation in both the United 

States Senate and House of Representatives; 

2. The right to vote for the President and Vice President of 

the United States; 

3. The right to choose their own governor and to carry on 
functions of government by their own elected officials instead of 
Federal administrators; 

4. The right to determine the extent of the powers to be exer- 
cised by their own legislature ; 

oes . ee pe ae ; 

5. The right to have justice administered by judges selected 
under local authority rather than by Federal appointees; 

6. The right to freedom from overlapping of Federal and local 
authority; 

7. The right to an equal share on a per capita basis in Federal 
grants for education, health, highways, and other public im- 
provements; and 

8. The right to a voice in any proposed amendment of the 
Federal Constitution, as well as on the taxes which the people 
of the Territory must pay. 
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Any concept of permanent inferiority for the residents of any Ameri- 
can Territory who have qualified for statehood by every historic and 
economic standard, and the vast majority of whom fervently desire it, 
is foreign to the American ideal. On the hens of principles established 
167 years ago, our people heretofore always have recognized the right 
of an incorporated Territory to receive statehood so soon as it demon- 
strates conclusively that it can meet the requirements for statehood. 
Hawaii, with its large, thoroughly American population, its economic 
development, the splendid war record of its people in fighting and 
dying for American ideals in both Europe and Asia, and the desire of 
its people for statehood, fits perfectly into the historic pattern under 
which our Nation has grown great. 


OBJECTIONS TO THE MEASURE 


The committee heard opposition testimony from Representative 
John R. Pillion of New York. His main points in summary, appeared 
to be: 

(1) That Communists, through control of the International Long- 
shoremen’s and Warehousemen’s Union, which has its headquarters 
on the mainland, have a stranglehold on the economy of the Hawaiian 
Islands, and that their power is so great as to influence the Territory’s 
political, economical, and social structure. 

(2) That statehood for Hawaii and Alaska should be deferred 
pending the adoption of an appropriate constitutional amendment to 
provide for representation in the United States Senate on a basis 
proportionate to population. 

(3) That if statehood is to be granted upon the basis of equal 
representation in the Senate, then admission should be approved by 
three-fourths of the States pursuant to a constitutional amendment 
providing for the admission of States by the same procedure that is 
now required to amend our Constitution. 

(4) That Congress should immediately grant to each Territory the 
autonomy of statehood with full power of self-government in such 
form as may be recommended by the Territories. 

The facts developed with respect to these objections may be sum- 
marized as follows: 

Communism 


Under date of January 13, 1954, the Attorney General of the 
United States, who has under him the Federal Bureau of Investigation 
and other factfinding and law-enforcement agencies, reported as 
follows: 


The facts known to me concerning communism in Hawaii do not indicate any 
reason to believe that communism is a greater menace in Hawaii at the present 
time than it was in 1950. As a matter of fact, the known members of the Com- 
munist Party in Hawaii appear to be fewer in number at present than they were 
in 1950. Undoubtedly, the recent conviction of the leaders of the Communist 
conspiracy in Hawaii has contributed to this decline in Communist Party member- 
ship. I believe it inevitable that this conviction will have a weakening effect on 
the strength of communism in Hawaii. 

~~ * * * * * a 


The fact that it has been necessary to prosecute the leaders of the Communist 
conspiracy in Hawaii is, in my opinion, no more of an indication of the strength 
of the party in that area than the convictions of the Communist leaders in New 
York, Pittsburgh, Seattle, and Los Angeles are indications of party control and 
dominance in those areas. 
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In the past 5 years there have been at least 4 investigations by sub- 
committees of Congress into the threat of Communist control, political 
and economic, of the Territory. 

House Un-American Activities Committee investigation —During 
April 1950 a subcommittee of the House Committee on Un-American 
Activities went to Hawaii at the petition of the Territorial Legislature 
and conducted an investigation of Communist activity in the islands. 
This group had full access to the files and reports of the Federal 
Bureau of Investigation, the Office of Naval Intelligence, and the 
Military Intelligence Service, and had before it as many witnesses as 
it saw fit to call. 

At the conclusion of the investigation in Hawaii, the subcommittee 
chairman, Hon. Francis E. Walter, of Pennsylvania, and the ranking 
minority member, Hon. Harold H. Velde, of Illinois, appeared before 
the Senate committee at the statehood hearings. Neither the then 
Democratic chairman nor the then ranking Republican member of the 
Communist investigating committee found any cause whatever for 
withholding statehood from the Territory. (Hearings, H. R. 49, 81st 
Cong., beginning on p. 153.) 

Senate subcommittee reports —The Subcommittee on Territories and 
Insular Affairs during the 80th Congress, of which Senator Guy 
Cordon was chairman, conducted an on-the-spot investigation in 1948. 
As to communism, Senator Cordon’s subcommittee reported : 

No evidence was presented to the subcommittee of communism in the Terri- 
torial Legislature or other elective bodies or offices. Hawaii’s political life has 
been traditionally sound and free from radical leadership in the government, 
The subcommittee feels that there will be ample protection against the infiltra- 
tion of Communist doctrine in the State constitution, which must be approved 
by the President of the United States as well as the electorate of Hawaii (report 
of Subcommittee on Territories and Insular Affairs to the Committee on Interior 
and Insular Affairs, 80th Cong., p. 6). 

In 1948 Senator Hugh Butler of Nebraska, chairman of the Senate 
Interior Committee, after an investigation in Hawaii expressed his 
fears of possible Communist influence in the islands and on that 
basis opposed statehood at that time and as late as 1951. However, 
in the fall of 1952, Senator Butler made an exceptionally thorough 
on-the-spot investigation of the Communist problem in Hawaii with 
the aid of two committee investigators. He inquired carefully into 
developments in the islands during the period since his prior visit 
and the steps which had been taken by the people of Hawaii to combat 
this menace. 

In the statehood hearings of 1953, the chairman in reporting on 
the results of his investigation made on behalf of the committee 
stated: 

In conclusion, therefore, I believe that the residents of Hawaii during the past 
4 years since publication of my 1949 report have demonstrated by positive action 
their awareness of the Communist danger and their determination to face it 
frankly and never let it strengthen its foothold. During those years they have 
fought it boldly, have restricted its influence, and to some degree have driven 
it underground. I believe they have shown that they are as well able as the 
Federal Government to cope with this menace (hearings, 8. 49, pt. 2, p. 24). 

Again, during the recess of the Senate 2 years ago, the Territories 
and Insular Affairs Subcommittee made another on-the-spot inquiry 
in Hawaii through its chairman, Senator Guy Cordon. He reported 
to the committee that his findings with respect to communism and 
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its relationship to statehood were fully in accord with those of the 
chairman, and the House Un-American Activities Committee, as 
well as those made by the Attorney General of the United States on 
FBI information. 

Efforts of people of Hawaii.—The record is full of evidence that the 
leaders and the people of Hawaii are alert to the Communist danger 
and intend to fight it openly without equivocation at every possible 
opportunity. The elected dele ates to the constitutional convention 
in Hawaii caused to be inserted in their proposed constitution a pro- 
vision which has no precedent in the constitution of any existing State. 
This provision is as follows: 

No person who advocates, or who aids or belongs to any party, organization, 
or association which advocates, the overthrow by force or violence the govern- 
ment of this State or of the United States shall be qualified to hold any public 
office or employment (art. XIV, sec. 3). 

As stated, the constitution containing this provision was over- 
whelmingly adopted despite ILWU opposition. 

As further evidence of the alertness of the Hawaiian people to the 
Communist menace, it should be noted that the Territorial Legislature 
of Hawaii has set up a commission on subversive activities and also 
a legislative committee on un-American activities. These are steps 
which have been taken by few of the existing States. 

Seven Hawaii residents were recently tried in Honolulu for violation 
of the Smith Act. The trial ran for almost 8 months. The jury 
represented a cross section of Hawaii’s citizens. On June 19, 1953, 
this jury of Hawaiian citizens returned a unanimous verdict of guilty 
against all seven defendants. The fact that this verdict was rendered 
in spite of frantic propaganda efforts via radio, press, and other means 
by the leaders of the International Longshoremen’s and Warehouse- 
men’s Union is recent evidence of the alertness of the people of Hawaii 
to the menace of communism and their determination to stamp it out 
themselves. 

Final approval of enabling legislation for Hawaii has been delayed 
for a number of years now largely on the grounds of alleged Com- 
munist influence there. This committee does not deny that there is 
Communist activity in the islands, just as there is in various States of 
the Union, nor do we now pass ta enn on the situation as it may 
have existed several years ago. 

We do contend (1) that the general public in all strata of society in 
Hawaii have become far more alert to the Communist menace during 
the past several years; (2) that Communist power and influence have 
strikingly declined during the past few years; and (3) that communism 
in Hawaii is no more of a threat to the present Territorial government 
or the proposed State government than it is in any of the existing 
States. 

As proof of the above conclusions we call attention to the fact that 
none of the dire threats from time to time in the past about possible 
Communist activities harmful to the United States has come to pass. 
The Communists in Hawaii have not succeeded in “taking over the 
government” or “electing” a majority of the legislature, as has been 
predicted. They have not gained control of either of the major politi- 
cal parties. They have not been able to secure preferential govern- 


mental action favorable to their cause by the government or legislature 
of Hawaii. 
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As proof of their declining power it should be pointed out that they 
were unable to prevent legislation by a special session of the Territorial 
legislature in 1949 which gave the Governor authority to take over 
the docks and stevedoring facilities in an emergency, and penalized 
any interference with such government operation. As a result, Com- 
munists were prevented by the action of the people themselves from 
using the longshoremen’s strike of that year as a vehicle for strangula- 
tion of the Hawaiian economy. It is significant to note that the vote 
in the Hawaiian Senate on this measure was unanimous, despite the 
opposition of the ILWU. In the plebiscite of 1950 the Communist 
leadership of the ILWU was not able to defeat popular approval, by 
an overwhelming majority, of the proposed State constitution with 
its pointed anti-Communist provision. 

Upon the outbreak of the conflict in Korea, there were rumblings 
that the ILWU would be used by its Communist element to sabotage 
and disrupt our supply lines to the Orient. Yet, nothing of the sort 
has occurred. It is apparent that the ILWU leadership lacks the 
power to play into the hands of the enemies of America in such a 
manner. 

Representation in Congress 

The other point raised in opposition to statehood is that the citizens 
of Hawaii would have disproportionate power in the Senate in com- 
parison with certain more populous States and would thus “dilute” 
large-State representation. This is a policy question which was 
thoroughly thrashed out and decided some 167 veers ago by the 
Founding Fathers. The provision in our Constitution that each State, 
regardless of population, shall have two Senators has withstood the 
test of time and events. 

Furthermore, Hawaii has a population greater than that of four 
of the present States. It has more people than any other State at 
the time of admission to the Union with the exception of Oklahoma. 
Hawaii fits the pattern of 13 other States with 2 Senators and 1 or 2 
Members in the House. Smalliness of populath should not be used 
at this late date as a ground ‘for denying admission of any prospective 
State to the Union, providing that population can support statehood. 

The United States is a Pacific as well as an Atlantic power. The 
next century well may be the Pacific century in the political and 
economic sphere, as the Atlantic has been the center of such activity 
in the past. Statehood for Hawaii would mean that two Americans 
would sit in the Senate and two in the House who were thoroughly 
familiar with the problems and the peoples of the Pacifie. Such 
representation would be able to make highly constructive contribu- 
tions to solution of the problems facing America in the Pacific today 
and in the future. 


BACKGROUND OF LEGISLATION 


The hearings conducted by the Senate committee in 1953, 1954, and 
1955, are the 12th on the subject of statehood for Hawaii. The record 
on the question comprises more than 5,000 pages of testimony and 
exhibits. More than 700 witnesses have been heard, both in the 
Territory and in Washington. Six of the twelve hearings have been 
held in Hawaii (1935, 1937, 1946, 1947, 1948, 1954). 
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The question of admitting Hawaii to statehood has been longer 
considered and more thoroughly studied than any proposal that is 
likely to come before Congress at this session. Thirty-five States 
have previously been admitted to the Union by action of Congress, 
yet in no single case has there been such a thoroughly careful study of 
the qualifications of the applicant as in the case of Hawaii. We might 
add that in no previous case have those qualifications been more 
outstanding. 

The genesis of this bill goes back at least 100 years to 1854 when 
President Franklin Pierce authorized negotiations to admit Hawaii, 
then an independent constitutional monarchy, as a State in the Union. 
The proposed treaty of 1854, cited by the Supreme Court of the 
United States in Downes v. Bidwell (182 U.S. 305) provided that— 

The Kingdom of the Hawaiian Islands shall be incorporated into the American 
Union as a State, enjoving the same degree of sovereignty as other States, and 
admitted as such as soon as it can be done in consistency with the principles and 
requirements of the Federal Constitution, to all the rights, privileges, and im- 
munities of a State as aforesaid, on a perfect equality with the other States of the 
Union (Senate, 55th Cong... Rept. No. 681). 

Although this treaty was never ratified because of the death of the 
Hawaiian King, the idea of statehood propounded by the President of 
the United States did not die. As the process of Christianization and 
Americanization of Hawaii continued and as that Nation proceeded 
through its constitutional development during the next 43 years, 
faith in the ideal of ultimate statehood grew stronger in Hawaii, and 
acceptance of that ideal by the people of this Nation likewise grew 
in strength. 

On September 9, 1897, the Senate of the Republic of Hawaii ratified 
the treaty between Hawaii and the United States which had been 
signed the previous June 16. The preamble to this treaty recited: 

The Republic of Hawaii and the United States of America, in view of the 
natural dependence of the Hawaiian Islands upon the United States, of their 
geographical proximity thereto, of the preponderant share acquired by the United 
States and its citizens in the industries and trade of said Islands, and of the 
expressed desire of the Government of the Republic of Hawaii that those Islands 
should be incorporated into the United States as an integral part thereof, and under 
its sovereignty, have determined to accomplish by treaty an object so important 
to their mutual and permanent welfare (Revised Laws of Hawaii, 1945, p. 20). 

The following vear Joint Resolution 55, 55th Congress, 3d session, 
sponsored by Senator Newlands, of Nevada, was adopted and ap- 
proved July 7 (30 Stat. 750). This far-sighted measure, after reciting 
the fact that ‘the Government of the Republic of Hawaii having, in 
due form, signified its consent,’’ proceeded to annex to the United 
States ‘the said Hawaiian Islands and their dependencies.”’ 

Based on the report of the Commission established by the Newlands 
resolution, organic legislation for Hawaii was enacted April 30, 1900 
(31 Stat. 141; 48 U.S. C. 493), by which American citizenship was 
granted and the Constitution declared to “have the same foree and 
effect within the said Territory as elsewhere in the United States.” 

Thus, in the language of the Supreme Court of the United States, 
Hawaii acquired the status of an “incorporated” Territory (182 
U.S. 305), became “an integral part of the United States” (190 U.S. 
197), and as such, became ‘‘destined for admission as a State’’ after 
a “period of pupilage’’ as a Territory (289 U.S. 537). 
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Beginning in 1903 on at least 15 different occasions the Territory of 
Hawaii, through its legislature, has petitioned Congress for state- 
hood. Since 1920, no Jess than 41 bills have been introduced into 
successive Congresses providing for statehood. 

In June 1947, the House of Representatives passed legislation 
approving statehood for Hawaii by a vote of 196 to 133. This was the 
first time either House of the Congress had acted on a Hawaiian 
statehood measure. Although President Truman indicated that he 
would sign the bill, the Senate committee decided on further investiga- 
tion. 

In March 1950, once again the Hawaii statehood bill passed the 
House of Representatives, this time by the overwhelming majority 
of 262 to 110. After public hearings and careful deliberation, the 
Senate Committee on Interior and Insular Affairs of the 81st Congress 
reported favorably on the measure in June 1950. However, the time 
element and impending legislation involving matters of international 
concern kept the bill from reaching the floor of the Senate before 
Congress adjourned. 

Before the 82d Congress was 5 months old, the Senate committee had 
repeated its endorsement of the Hawaii statehood bill, but again 
the reported Hawaii statehood bill was not brought up for debate 
and decision on its merits. 

On March 10, 1953, the House of Representatives for the third time 
passed and sent to the Senate a measure to enable Hawaii to become 
a State. This was Congressman Saylor’s H. R. 3575, which was 
approved by a vote of 274 to 138. 


On April 1, 1954, the Hawaii-Alaska Enabling Act was passed by 
the Senate by a vote of 57 to 28. 

It would be fortunate, indeed, for the Nation if other questions of 
major importance to be passed on by Congress could be as thoroughly 
studied and as fully understood by all concerned as this question of 
statehood for Hawaii. 


THE PEOPLE OF HAWAII 


With the entire free world looking to the United States for moral 
and spiritual leadership, the committee does not believe that the 84th 
Congress will deny full political equality to a group of its own citizens 
who have met every historic test of qualifying for statehood, merely 
because of the alien ancestry of a part of that group. Hawaii has 
been thoroughly American in word, thought, and deed for a half 
century and longer. Its American institutions and school systems 
have produced American citizens worthy to stand on a basis of full 
equality with the best citizens of any State in the Union. 

The devotion to American ideals of the sons of Hawaii has been 
indelibly written in the pages of world history on the battlefields of 
Europe and, more recently, in Korea. But in civic, economic, and 
cultural attainments, also, the people of Hawaii have created a com- 
munity to stand on a basis of full political equality with every other 
American community. The standard of living of the people is notable, 
with a per capita income slightly higher than the national average, 
according to a recent Department of Commerce report. 

For the information of the House the following table is presented 
showing the population of Hawaii by race for each decade since annex- 
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ation. This table is based on the official United States census returns 
for 1950, the latest official Federal Government compilation. 


Population of Hawaii by race, 1900-50 } 





























1900 2 | 1910 3 1920 3 
Race | . 
| ] 
| Population! Percent | Population! Percent | Population | Percent 
| hi | 
1, Hawaiian. _............... ika:' 28, 718 18.6 26, 041 13.6 | 23, 723 | 9.3 
2. Part-Hawalian.................-] 9, 536 6.2 12, 506 6.5 | 18, 027 | 7.0 
Os NN at a ck i 26, 252 17.1 39, 158 20.4 | 49, 140 | 19.3 
4. Chinese han : | 25, 762 16.7 21, 674 1h.3 | 23, 507 9.2 
5. Japanese ___........-- : 61,115 | 39.7 | 79, 675 41.5 | 109, 274 | 42.7 
CR cat, kitaipiindsnvbbiowkinds patente 5 Ee 4, 533 2.4 4. 950 1.9 
> wees metpeatakd 2, 361 | 1.2 21,031 | 8.2 
8. Puerto Rican___......-.. aos SER Papa se PA es 4, 890 2.5 5, 602 | 2.2 
9. Negro......-.-.<-% ereyawenaest Eanes ST 695 4] 348 | 43 
i ALR Ee SEL 2,618 | 1.7 | 376 2 310 | 3 
| REN ee Javaasenl 154, 001 100.0 | 191,909 | 100.0} 255,912 | 100.0 
1930 3 1940 3 1950 3 
Race I< iam keene | % xe mo oes 
| 
| Population | Percent | Population! Percent Population! Percent 
BATE CRG) RE eee bern 
SONS 5 ois Fos. dijRcame ses ct 22, 636 | 6.1 | 14, 375 | 3. 4 | (*) 
3B, Se 28, 224 | 7.6 | 49, 935 | 11.8 | 486,091 | 17.2 
eee ee 73, 702 | 20.0} 103, 791 | 24.5 | 114,793 | 23.0 
CN sa iS 27,179 | 7.4 | 28, 774 | 6.8 | 32, 376 | 6.5 
5. Japanese ___- dws arene 139, 631 | 37.9 | 157, 905 | 37.3 184, 611 36.9 
Ry EAS I a 6, 461 1.8 | 6, 851 | 1.6 | (5) ; 
ie © SRE EES, 63, 052 | 17.1 52, 569 | 12.4 61,071 | 12.2 
S: Puerte: Bieet.. . ci. fo.cec | 6, 671 | 1.8 | 8, 206 2.0 (5) ‘Keihiea 
Ri INOIIO. 5 oda cncicutensswne Bical 563 | -2 | 255 a (8) | ie 
Bk SC lee haihtSareapctesi ee arteass ine denatniee 217 | Sy 579 ant 20, 852 4.2 
ED cst camaage gopnhtteck tek’ | 368, 336 | 100.0 | 423, 330 | 100.0 | 499, 794 100.0 
| | | 








! Statehood for Hawaii, hearings before the Committee on Interior and Insular Affairs, U. 8. Senate, 
Sist Cong, 2d sess., on H. R. 49 (Washington, U. S. Government Printing Office, 1950, p. 91). 

2 United States census figures, except that the number of Hawaiians and part-Hawaiians has been corrected 
in accordance with the 1937 report of the Joint Committee on Hawaii, 8. Doc. No. 151, 75th Cong., 3d sess., 


p. 38. 
3 United States census. 


4 This classification, in 1950, includes all persons who are part-Hawaiian as well as fullblooded Hawaiians 
§ Included in ‘*Other’’ for 1950, 


It will be noted that the percentage of the various races has fluctu- 
ated from decade to decade up and down. The percentage of Cau- 
casians shown was 17.1 in 1900, and 23 in 1950. A Territorial estimate 
places the figure for 1951 at 22.8, thus indicating the possibility of a 
slight decline, two-tenths of 1 percent, in the number of Caucasians 
since the height of the defense construction boom. 

The overwhelming majority of the persons listed as of alien ancestry 
are native-born American citizens steeped in the American way of life. 
The census of 1950 indicates that 423,174 persons, constituting 84 per- 
cent of the population are native-born American citizens. Since 
passage of the Walter-McCarran Act about 2 years ago, several 
hundred aliens have been naturalized and more will follow in their 
footsteps. More significant for the future of Hawaii is the fact that 
99.2 percent of all school children of the Territory are native-born 
Americans. 

The common language of all these groups of diverse national back- 
ground is English. The schools are conducted in English. All gov- 


-ernmental functions, community transactions, and principal publica- 
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tions are in English. There is a minor amount of publication and 
radio broadcasting in other languages, but foreign languages are not 
used more extensively in Hawaii than in many of the existing States. 

War record.—One of the tests of loyalty and patriotism, and perhaps 
the ultimate test, is willingness to fight and die for one’s country. 
Hawaii has met this test nobly. : 

In the recent Korean conflict, a substantial percentage of soldiers 
from Hawaii, representative of the variated racial background of the 
people of Hawaii, were in the 24th and 25th Divisions in Japan when 
the outbreak occurred. They were the first divisions committed in 
Korea. The 24th Division was soon afterward strengthened by the 
5th Regimental Combat Team from Hawaii. 

The percentage of Hawaii’s battle casualties in Korea was three 
times those of the rest of the United States. In explaining the 
high rate of Hawaiian casualties, Gen. J. Lawton Collins, wrote 
as Chief of Staff to the late Delegate from Hawaii, Hon. Joseph R. 
Farrington: 

The relatively high casuelty rate suffered by Hewaii soldiers can be attributed 
to the large proportion of Hawaii soldiers in the Twenty-fourth Infartry Division, 
which ineludes the Fifth Regimental Combet Team, and the Twenty-fifth Division. 
At the time of its deployment to the Far Eest Commend, almost 50 percent were 
Haweii-born soldiers. I doubt that any other unit of the Regular Army can be 
essocieted with a pertienlar geograpnical 2rea as closely as the Fifth Regimental 
Combet Tegm is associated with Hawaii. There were also substantial percentages 
of Hawaii soldiers in the Twenty-fourth and Twenty-fifth Divisions which were 
already in Japan end which were, of course, the first committed in Korea. All 
enlisted personnel of these units, when the conflict started, were volunteers. The 
heavy fighting thet they have encountered and the regrettably high casualty rates 
sustained are, of course, well known throughout the United States. 

The splendid part pleved by Hawaii in the Korean war is entirely in keeping 
with the distinguished record it established in World War II. 

The “distinguished record it [Hawaii] established in World War IT,”’ 
to which the Chief of Staff referred above, is written in the pages of 
American battle history. In World War II, for example, the 100th 
Infantry Battalion and the 442d Combat Team from Hawaii, com- 
posed of Americans of Japanese ancestry, together formed what has 
been described by Gen. Mark Clark as ‘‘the most decorated unit in 
the entire military history of the United States.’”’ Its battle honors 
include 7 Presidentail citations, 3,600 Purple Heart Medals with 500 
Oak Leaf Clusters, 15 Soldiers Medals, 17 Legion of Merit Medals, 
342 Silver Star Medals, 1 Distinguished Service Medal, and 1 Con- 
gressional Medal of Honor. 

Not so widely publicized, however, is the war record of the civilian 
population of Hawaii. Throughout the entire war, not a single case 
of sabotage by a Hawaiian civilian was reported, according to J. Edgar 
Hoover, Chief of the FBI. 

Denial of statehood to the half million American citizens of Hawai 
because of the ancestry of some of them would be contrary to and a 
reversal of one of the great tenents of Americanism. 


NONCONTIGOUITY 


The argument that the half-million American citizens living in 
Hawaii should forever be denied full participation in the Government 
to which they have made and will continue to make such great contri- 
butions because the area happens to be geographically noncontiguous 
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to any State of the United States has no basis either in present-day 
fact or historical precedent. 

Factually, in the light of modern-day communications and trans- 
portation, Hawaii is far closer to Washington than were New York 
and Boston at the time the pattern of our national growth was formed 
by the Founding Fathers. 

Historically, the issue was thoroughly debated by Daniel Webster 
and the other Members of the 31st Congress in 1850 and found to be 
no bar to the admission of California. A half century later it was still 
no bar to the 55th and 56th Congresses in incorporating Hawaii into 
the United States as an integral part thereof. 

More important, the people of Hawaii have proved to the committee, 
and to the world, that noncontiguity, in a geographical sense, has been 
no bar to the development of a typically American society, with 
American ideals and traditions, in an extremely rich and fertile area. 


BASIC FACTS 


The following basic facts concerning the Territory of Hawaii are 
taken from such sources as previous congressional reports, the Encyclo- 
pedia Americana, the official reports of the Governor of Hawaii to the 
United Nations transmitted through the Departments of Interior and 
State, and similar officiel or quasi-official statements. 

Geography.—The Territory of Hawaii is comprised of a group of 
subtropical islands in the North Pacific Ocean. There are eight prin- 
cipal islands of the group, and a number of smaller ones. Honolulu, 
the capital and center of population, lies approximately 2,000 miles 
southwest of San Francisco, and is thus nearer to the west coast of the 
mainland than the west coast is to Washington and New York. 

The area of the Territory is approximately 6,400 square miles, or 
4,118,400 acres. It is thus larger than the States of Connecticut 
(5,009 square miles) and Rhode Island (1,214 square miles) combined. 

The principal islands of Hawaii are in approximately the same 
latitude as Cuba. 

Population.—The official final report of the United States Census 
Bureau places the total population of the Territory at 499,794 on 
April 1, 1950 (Bureau of Census Bulletin Series PC-11, No. 1, dated 
December 5, 1950). This represents, according to the Census Bureau 
bulletin, a gain of 76,464, or 18.1 percent, over the last official census, 
that of 1940. During the previous decade from 1930 to 1940 the 
population of Hawaii increased 14.9 percent. As stated, on the basis 


of the 1950 census reports, Hawaii would have a larger population ° 


upon admission as a State than that of any other Territory upon 
admission except Oklahoma. 

Analysis of the official population statistics for the five decades 
between 1900 and 1950 show that the so-called white Caucasian 
group has risen from 17.1 percent in 1900 to 23.0 percent of the total 
population in 1950. 

he inhabitants of Japanese ancestry in 1900 were approximately 
39.7 percent of the total; in 1950 they were 36.7 percent of the total 
population. In the decade between 1940 and 1950, the proportionate 
number of persons of Japanese ancestry declined six-tenths of 1 percent 
from 37.3 percent to 36.7 percent. 
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By far the overwhelming majority of the persons listed as of Jap- 
anese ancestry are native-born American citizens, born into and 
schooled in the ways of American democracy. The war record of the 
nisei is the conclusive, irrefutable answer to any ill-founded sugges- 
tions that these native-born American citizens of Japanese ancestry 
are not worthy, loyal Americans in the highest sense. 

History.—As nearly as can be ascertained, the Hawaiian Islands 
were settled approximately a thousand years ago by those most daring 
of primitive navigators, the Polynesians, who sailed the mighty Pacific 
in canoes. European discovery was by the famed British seaman, 
Capt. James Cook, in 1778, who named them the Sandwich Islands 
in honor of the Earl of Sandwich. 

A group of Christian missionaries arrived from New England in 
1820, and converted the approximately 142,050 inhabitants to 
Christianity from their outworn paganism. The New Englanders 
established a permanent colony, reduced the spoken native tongue 
to writing, and began the Americanization of Hawaii. In 1840 the 
then kingdom adopted its first written constitution, modeled along 
American democratic lines. 

Economy.—<Agriculture is the foundation of Hawaii’s economy. 
Nowhere in the world have scientific methods been applied to agri- 
culture on the scale that prevails in the sugar and pineapple produc- 
tion of Hawaii. 

Last year, Hawaii’s 28 independent sugar plantations produced 
1,099,000 tons of raw sugar on their 222,000 acres, with a total value 
of $148 million. 

Hawaii’s 9 pineapple canneries processed 30 million cases of fruit 
and juice, grown on 14 plantations (73,000 acres). Total value of 
the crop was $100 million. 

The young coffee industry in 1953 grew 7% million pounds worth 
$4 million. Fruits, nuts, vegetables, and miscellaneous crops con- 
tributed $25% million to the Territory’s economy in 1953. And 17's 
million pounds of fish (worth $3% million) were caught in Hawaii's 
waters, much of the catch being processed by Hawaii’s modern tuna 
canneries. 

BILLION-DOLLAR TURNOVER 


The economy of the Territory of Hawaii continues at the billion 
dollar a year rate first reached more than a decade ago. Statistics 
just received for the fiscal year ending June 30, 1954, reveal that the 
year was the best for business in Hawaii’s history. 

For fiscal 1954, based on Territory of Hawaii gross income tax 
collections, the annual turnover in the islands amounted to 
$1,439,423 428, an increase of $37,170,336 over the previous year. 

Hawaii internal tax collections amounted to $82,710,358, up 
$12,225,000 over the prior period, an all-time high. 

Salaries and wages paid totaled $533,501,649, up $28,251,000 over 
the previous fiscal year. 

Retail sales in the Territory were $531,030,242, up $15,943,000. 

Dividends received by island residents amounted to $32,952,455, 
up $1,472,000. 

Business licenses issued by the tax commissioner totaled 42,017 up 
2,401. 
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The gross assessed valuation of real property now aggregates 
323,394,000. 

The 1954 labor force in Hawaii averaged 183,770. 

The 1954 income of the Territory of Hawaii, from exports to the 
mainland, Federal Government expenditures, dividends, profits, etc., 
amounted to $716 million. 

Expenditures during the same period, for goods bought from the 
mainland, taxes paid to the Federal Government, services, interest, 
and remittances, amounted to $668 million. Thus Hawaii enjoyed a 
favorable trade balance of $48 million. 

These figures make it plain that, as a business associate, the 48 
States could take in no more responsible partner than Hawaii. 

Tourism.—Hawaii’s superb climate, scenic beauty, and recrea- 
tional facilities are a major economic asset to the islands. Right 
now, tourism ranks as Hawaii’s third basic industry, and it is generally 
expected that before long tourist travel will rival sugar and pineapple 
in dollar value to the islands. 

Indicative of the phenomenal growth of the tourist industry are 
statistics showing that in 1947, 25,000 tourists visited Hawaii. By 
1952, the figure had jumped to 60,000, with a total dollar value to 
Hawaii of $32,800,000. 

In 1953, Hawaii beckoned to an all-time high of 78,000 tourists, 
who brought nearly $43 million to Hawaii—a 30-percent increase over 
1952. Biggest contributor to the rapid expansion of tourist travel to 
Hawaii has been the airplane. Last year, with the inauguration of 
tourist fares, air travel increased 50 percent. 

Transportation.—Hawaii is the crossroads of the Pacific, for airline 
and seagoing trade as well as tourist travel. 

During the fiscal year 1953-54, more than 1,100 overseas vessels 
called at Honolulu Harbor. Overseas incoming freight totaled 2% 
million tons; overseas outgoing, nearly 1 million tons. 

There were 15 airports in operation in Hawaii during 1954. As 
an example of the heavy travel among the Hawaiian Islands, there 
were 18,000 landings by interisland planes at the Honolulu airport in 
1953. Additionally 5,000 overseas landings were logged at the same 
airport to make it the 18th busiest in the United States. 


$1 


CONCLUSION 


A greater amount of information regarding Hawaii was available 
to the committee than has been the case in the admission of any other 
Territory. Every effort was made to go into all of the issues thor- 
oughly, and to give objective, impartial consideration to all of the 
objections presented. 

As a result, the committee is convinced that— 

(1) The admission of Hawaii into the Union as a State is in the best 
interests of the Nation and the Territory. 

(2) The Territory meets all of the traditional requirements for 
statehood. 

(3) In the current clash of political and economic ideologies in the 
battle for the minds of men, the admission of Hawaii as a State would 
be a practical demonstration that the United States practices what it 
preaches in the way of “government of the people, by the people, and 
for the people.” 
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SECTIONAL ANALYSIS 
TITLE I 


Section 101 authorizes the citizens of the United States, who are 
bona fide residents of the Territory of Hawaii, to form a constitution 
and a State government and through proper procedures to become a 
member of the Union. It likewise defines the area to be included in 
the State of Hawaii (appendix A). 

Section 102, in paragraph 1, ratifies action of the Territorial legisla- 
ture by authorizing the election of delegates to the constitutional 
convention and in authorizing the convention to form a proposed 
constitution. 

Paragraph 2 provides that the State constitution shall be repub- 
lican in form, shall make no civil or political discrimination on account 
of race or creed, shall not be repugnant to the Federal Constitution 
or to the principles of the Declaration of Independence; and further 
provides that no person shall be qualified to hold public office under 
the constitution who advocates overthrow by force or violence of the 
government of the State or the United States. 

This section also prescribes the following seven general principles 
to be embodied in the constitution: 

First. Freedom of religion, freedom of speech and press, and the 
rights of people peaceably to assemble and to petition for a redress 
of grievances. 

Second. Establishment and maintenance of public schools free from 
sectarian control. 

Third. Assumption of debts and liabilities of Territory by State. 

Fourth. Cession to and retention by the United States of property 
set aside by act of Congress, Executive order, or proclamation of 
President or Governor for use of the United States. 

Fifth. Adoption as law of the State of the Hawaiian Homes Com- 
mission Act, 1920, subject to amendment or repeal only with the 
consent of the United States; certain sections of the act pertaining to 
its administration may be amended by the State without such consent. 
The purpose of this provision is to prescribe, by reference to the 
Hawaiian Homes Commission. Act of 1920, the terms of the compact 
under which the State is to hold the Hawaiian homelands and related 
funds for the benefit of persons of native Hawaiian blood. 

Sixth. Equality of taxation of land and other property of citizens 
of the United States residing outside the State. 

Seventh. Provides for exemption from taxation of land or property 
of the United States; consent of State and people to rights and powers 
reserved to the United States and to terms and conditions of land 
grants made to the State. 

Section 103 (a) provides for retention by the State of all lands and 
other public property, title to which is in the Territory or a political 
subdivision thereof, unless set aside by act of Congress, Executive 
order, or proclamation for use of the Federal Government. 

Subsection (b) grants to the State of Hawaii all of the public lands 
which the Republic of Hawaii ceded to the United States upon 
annexation in 1898 that remain in Federal ownership—except those 
set aside by act of Congress, Executive order, or procalmation for use 
of the United States. Such a cession is consistent with the special 
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legal statutes of these lands, and also with the precedent established 
when the Republic of Texas entered the Union in 1845. In Hawaii’s 
case, this area involves approximately 1,300,000 acres, largely moun- 
tainous, much of which is already included in Territorial forests or 
other local reserves. 

Subsection (¢) provides that lands granted to the State of Hawaii 
under subsection (b) above, together with their proceeds and income, 
shall be held by the State as a public trust for support of public schools 
and other educational institutions, for betterment of indigenous 
Hawaiians, for development of farm and home ownership, for making 
public improvements, and for the provision of lands for public use; 
and declares that their use for any other purposes constitutes breach 
of trust. The schools and educational institutions herein referred to 
shall forever remain under exclusive control of the State and no part 
of the proceeds or income from lands referred to above may be used 
to support any sectarian educational institution. 

Subsection (d) repeals all Federal laws reserving to the United States 
the free use or enjoyment of property vested by this section in the 
State or its political subdivision. The right to alter or amend such 
Federal laws is likewise repealed. 

Subsection (e) makes the Submerged Lands Act of 1953 applicable 
to the new State. This would place Hawaii on a basis of equality with 
other States as to control over waters and submerged lands within 
State boundaries. 

Section 104 ratifies the act of Territorial legislature which provides 
for the submission of the proposed State constitution to the people of 
Hawaii for ratification or rejection, and ratifies the election held on 
November 7, 1950, at which time the voters ratified the proposed 
constitution. 

Paragraph 2 requires that a certified copy of the proposed constitu- 
tion shall be submitted by the Governor to the President for congres- 
sional consideration. The Congress shall within 60 legislative days 
after receipt of said constitution give its approval or disapproval. If 
approval is given, the President shall issue to the Governor between 
June 5 and July 5, 1956, a proclamation for the election of State offi- 
cers, together with 2 Senators and 2 Representatives in Congress. 

Paragraph 3 sets forth procedures for reconsideration by the con- 
stitutional convention and for new ratification, if the constitution is 
disapproved. 

Paragraph 4 provides that if Congress shall fail to approve or dis- 
approve the proposed constitution within 60 legislative days, said 
constitution shall be considered approved. Thereupon the procedure 
outlined in paragraph 2 above shall apply. 

Section 105 provides that in case of congressional approval of the 
constitution a primary election shall be held on October 6, 1956, and a 
general election on November 6, 1956. At these elections the officials 
provided for in section 104 shall be elected in the manner prescribed 
by the constitution. 

Paragraph 2 provides for the adoption or rejection of the boundaries 
of the State of Hawaii as prescribed by Congress. It also provides that 
all provisions of this bill are consented to by the State of Hawaii and 
its people. 

Paragraph 3 provides that if the foregoing propositions are adopted, 
the constitution as approved on November 7, 1950, shall be deemed 
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amended so as to contain the language contained in the aforementioned 
propositions. 

Paragraph 4 authorizes and directs the Governor of Hawaii to have 
the necessary funds appropriated to insure these propositions are sub- 
mitted to the people. The results shall be made to the secretary of 
Hawaii, who shall certify them to the Governor, who in turn shall do 
likewise to the President. 

Paragraph 5 provides that if the proposed constitution is approved 
by Congress and the two propositions set forth in paragraph 1 above have 
been duly adopted, the President shall issue a proclamation announc- 
ing the results of said election. This issuance will serve as a proclama- 
tion of the admittance of Hawaii into the Union on an equal footing 
with other States. 

Paragraph 6 provides that until Hawaii is admitted into the Union, 
persons holding Territorial offices and the Delegate to Congress shall 
continue to discharge their respective duties. It further provides that 
upon Hawaii’s admittance to statehood, the Governor shall certify 
the election of the Senators and Representatives who shall be entitled 
to their seats in Congress. 

Section 106 provides for a temporary increase in membership in the 
House of Representatives whereby the State of Hawaii shall be entitled 
to two Representatives until the taking effect of the next reappor- 
tionment in accordance with the finding of the Bureau of the Census. 
It further provides that said temporary increase shall not increase or 
decrease the permanent membership of the House. 

Sections 107, 108, and 109 effectuate changes in the provisions of 
title 28, United States Code, which will be necessary upon admission 
of Hawaii to statehood. 

Section 110 preserves causes pending or on appeal prior to state- 
hood, and causes of action which have arisen prior to that time but 
which have not yet been acted upon. 

Paragraph 2 provides that said civil causes of action and criminal 
offenses referred to above shall be transferred to appropriate State or 
district courts. 

Section 111 provides for the continuity of rights of appeal from and 
appellate review of final decisions of the United States District Court 
of Appeals for the Ninth Circuit and the Supreme Court of the 
United States. It also gives all parties the same rights of appeal from 
and appellate review of judgments and decrees of the Territorial, 
district, and supreme court, the United States court of appeals, and 
the Supreme Court of the United States, as may be provided by law in 
any case arising subsequent to the admission of Hawaii as a State. 

Section 113 continues all Territorial laws in force in Hawaii at the 
time it is admitted to the Union except for those modified by this 
act or by the State constitution. It also provides that the laws of the 
United States shall have the same force and effect in Hawaii as else- 
where in the United States. 

Section 114 (a) reserves to the United States sole and exclusive 
jurisdiction over the Hawaii National Park except that persons who 
are residing within the park shall have the right to vote at all elections 
held within the political subdivision where they respectively reside. 
In addition, it provides that nothing in this act shall affect the owner- 
ship and control of United States property in the Hawaii National Park. 
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Paragraph 2 reserves to Congress the power of exclusive legislation 
over lands used by the United States for military or Coast Guard 
purposes at the time of admission to the Union regardless of the man- 
ner in which said lands were acquired by the Federal Government. 
It provides that the State shall have the right to serve civil and 
criminal processes, that the right of exclusive legislation will not pre- 
vent the State from exercising over such lands, concurrently with the 
United States, any jurisdiction which it would have without such 
reservation of authority, and that said power of exclusive jurisdiction 
shall remain in the Federal Government only so long as the land 
involved is owned by the United States and used for military and 
Coast Guard purposes. 

Section 115 amends the Federal Reserve Act to include the new State 
in the Federal Reserve System. 

Section 116 (a) provides for retention by the Federal Maritime 
Board of its present jurisdiction over common carriers engaged in 
transportation by water between Hawaii ports and other United States 
ports. 

Subsection (b) amends the Merchant Marine Act of 1936 to ensure 
that the State of Hawaii will be embodied into its provisions. 

Section 117 repeals all Federal and Territorial laws in conflict with 
this act. 

TITLE II 


The purpose of title II of H. R. 2535 is to enable the Territory of 
Alaska to enter the Union as a State, on a free and equal basis with 
the present 48 States; to provide the machinery for the accomplish- 
ment of that purpose; to set forth the conditions as a State; and to 
make necessary arrangements with respect to various governmental 
functions or property involved in the change in Alaska’s status. Al- 
though title IT of H. R. 2535 does not by its terms admit Alaska as a 
State, and although several important procedural steps will remain 
after enactment, this bill is in substance a grant of statehood. 


A NEW APPROACH TO ALASKA STATEHOOD 


This bill will enable Alaska to achieve full equality with existing 
States, not only in a technical juridical sense but in practical economic 
terms as well. It does this by making the new State master in fact 
of most of the natural resources within its boundaries, and by making 
provision for appropriate Federal assistance during what may be a 
difficult transition period. 

The proposal to grant statehood to the Territory of Alaska has 
been considered and debated on previously introduced bills, and on 
at least two occasions this committee has reported statehood for 
Alaska to the House. Once again the committee has attempted to 
find a new approach to the question of Alaska statehood; an approach 
which would command the united and wholehearted support of 
Alaskans. While no one would contend that all Alaskans would 
approve any one proposal, it is believed this bill will be widely sup- 
ported by the people of Alaska. 

During the 83d Congress lengthy hearings were held before this 
committee, at which numerous Alaskan spokesmen and delegations 
and representatives of the various executive agencies appeared. 
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Several days were again devoted to statehood during the 84th Congress 
but no witnesses were called from Alaska. 

On the basis of these hearings three principal conclusions have been 
reached: 

(1) A substantial majority of the residents desire statehood, 
not at some time in the indefinite future, but at the earliest 
practicable date; 

(2) Alaska is entitled to statehood by every reasonable test; but 

(3) The transition from Territorial status to statehood for 
Alaska involves problems of financial stability and sound resource 
development, not previously encountered in connection with the 
admission of any of the existing States. 

H. R. 2535 represents an attempt to provide a basis for solution of 
those financial and economic problems which will face the new State. 


MAJOR PROVISIONS OF THE BILL 


H. R. 2535, title II, contains the following major provisions: 

(1) Prov ides for the American citizens who are bona fide residents 
of Alaska to form a constitution and State government, and when all 
requirements have been met the State of Alaska shall be admitted to 
the Union (sec. 201). 

2) Determines the area to be included in the new State and within 
its boundaries (sec. 201). 

(3) Provides that Alaska and its people disclaim all rights and titles 
to any lands or other property (including fishing rights) not granted 
to the State by or under the authority of this enabling act. Congress 
in title II does not concern itself with the legal merits of indigenous 
rights but leaves the matter in status quo for either future legislative 
action or judicial determination (sec, 203). 

(4) Provides for the extension of the Submerged Lands Act of 1953 
to the State of Alaska (sec. 205 (0)). 

(5) Grants to the State of Alaska the right to select 103,350,000 
acres of vacant unappropriated and unreserved public lands. Said 
lands shall be selected under specific regulations. Sales, grants, deeds, 
and patents shall be subject to and contain a reservation to the State 
of all minerals (sec. 205 (a) (b) (ce) (d) (e)). 

(6) Transfers and conveys to Alaska all Federal property used for 
conservation and protection of fish and wildlife. Further provides 
that the new State shall receive from the Federal Government 50 
percent of the net proceeds derived from fur-seals and sea-otter skin 
sales (sec. 205 (f)). 

(7) Provides that Alaska shall be in a position of equality with 
existing States as to Members in the House of Representatives on the 
basis of its population, as determined by the 1950 Federal census, and 
of the present apportionment law, but with the provision that the 
temporary increase in total membership shall not exist after the next 
Federal census (sec. 207 (b) and appendix L). 

(8) Designates area in north and northwest Alaska which may be 
established as national-defense withdrawals by the President with the 
proviso, however, that not more than 40 percent of said area may be 
so withdrawn. The United States shall reserve for itself exclusive 
jurisdiction over selected withdrawals (sec. 210). 
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(9) Retains in the United States the power of exclusive legislation 
with concurrent jurisdiction over defense and Coast Guard installa- 
tions in the new State, subject to future congressional action (sec. 
211 (b)). 

(10) Establishes the Federal District Court of Alaska as a court of 
the United States with full judicial powers and also makes necessary 
judiciary provisions of the United States Code applicable to Alaska 
(secs. 212, 213, 214, 215, 216, 217). 

(11) Alaska is brought under the Federal Road Act of 1916 and is 
entitled to participate in the Federal-aid road program as do the other 
States. The Federal Government is authorized to appropriate sizable 
annual sums over a 15-year period for road construction and mainte- 
nance and to transfer and convey to Alaska the road building mach in- 
ery and equipment presently being used by the Alaska Road Com- 
mission (sec. 221). 

A section by section analysis of title IT is set forth beginning on 
page 46. 

HISTORICAL BACKGROUND 


Alaska has been a part of the United States for 88 years. Begin- 
ning in 1867, when Alaska, with its vast natural resources, wes pur- 
chased from Russia for $7,200,000, American pioneers moved in from 
the West to occupy this great ‘Northwest extension” of the United 
States. In that early period, there was no Territorial government or 
law and the Americans newly settled there conducted their affairs in 
accordance with the laws, social customs, and business practices of the 
continental States or Territories from which they had come. As 
early as 1872, prior to the gold rush, a number of Sitka citizens ap- 
pealed for representation in the Congress. They assembled unoffi- 
cially, and had even elected their Delegate at one time—all t! is when 
half of our continental West was still in Territorial status. It is 
abundantly clear that Alaska was, and is, basically American in 
thought and tradition. 

Although Alaska was granted Territorial government in its present 
form in 1912, its legal status among the noncontiguous possessions of 
the United States was considered settled by the Supreme Court in 
1905. By that time, the possessions which had been acquired recently 
from Spain (Puerto Rico and the Philippines) were declared to be 
“unineorporated”’ Territories, appurtenant to, and dependencies of, 
the United States, but not a part of the United States. On the other 
hand, Alaska was placed by the Court along with Oklahoma, Arizona, 
and New Mexico in the class of incorporated Territories. The reason- 
ing was that the treaty with Russia concerning Alaska manifested an 
intention to admit the inhabitants of the ceded Territory to the enjoy- 
ment of citizenship and expressed the purpose to incorporate the 
Territory into the United States. These decisions gave Aleska the 
proud title of ‘“Territory” in the place of the name of “district”? with 
which she had been burdened since 1884. 

The citizens of Alaska have always claimed that Alaska hes been a 
Territory since 1872, but even the opponents of statehood admit that 
it has enjoyed Territorial status since 1912. Only three States in our 
Union have been organized Territories for a longer period of time. 
The following tabulation ranks the States outside the area of the 
Thirteen Original States according to years which elapsed between 


a 88258474 8¢6 £8 2s 


—& 28< 2-5 re 


«,. wee ae 


a ee ee eg 





30 ADMIT HAWAII AND ALASKA INTO THE UNION 


organization as Territories and admittance to statehood, with Alaska 
interpolated as of 1953. 


: Years 
State: State—Continued elapsed 


Wyoming 
Kansas__.___- Montana 
Louisiana-.--- 
TO See See North Dakota 
Minnesota South Dakota 
Missouri ¢ Washington 

Oregon 

Nebraska 


Colorado 
! No territorial government. 





Statehood is not a new proposal with Alaska. Alaskans have been 
asking for it for many years. The first statehood bill was offered in 
1916 by Delegate James Wickersham. Author of the organic act 
of 1912, he soon came to the conclusion that it was deficient in so 
many particulars that only statehood could provide the needed form 
of government. 

During the first session of the 80th Congress, the House Committee 
on Publie Lands held hearings on the subject of statehood in Wash- 
ington during April 1947, and in Alaska at Anchorage, Fairbanks, 
Seward, Kodiak, Nome, Barrow, Cordova, Juneau, Petersburg, 
Wrangell, and Ketchikan at the end of August and during September 
of that year. The hearings impressed the committee with the im- 
portance to the United States of Alaska and its resources, and con- 
vinced the committee that only by granting statehood could these 
resources be developed to the fullest in the interests of the United 
States as a whole. As a result of these hearings H. R. 5666 was 
reported to the House in the 80th Congress. 

In the 8ist Congress, the Committee on Public Lands of the House 
favorably reported H. R. 331, to provide for the admission of Alaska 
into the Union. This bill passed the House by a vote of 186 to 146, 
but failed to receive Senate consideration before adjournment. 

The Senate Committee on Interior and Insular Affairs, in the 82d 
Congress, favorably reported to the Senate 5S. 50; however, it was not 
finally acted upon by the Senate before adjournment, having been 
recommitted to committee by a vote of 45 to 44. 

During the 83d Congress, H. R. 2982 was thoroughly considered by 
the House Committee on Interior and Insular Affairs and reported 
to the House where it was sent to the Rules Committee but not acted 
upon. S. 50 was carefully and lengthily considered by the Senate 
during the 83d Congress and before being amended by adding 5S. 49 
(Hawaii statehood) and passed by a vote of 46 to 43. The House did 
not act on the combined bills. 


ALASKA’S PECULIAR PROBLEMS 


To understand clearly the necessity for a new approach toward the 
question of Alaska statehood, it is necessary to have in mind some of 
the basic tacts about Alaska’s peculiar situation. 
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Over 99 percent of the land area of Alaska is owned by the Federal 
Government. The committee believes that such a condition is un- 
precedented at the time of the admission of any of the existing States. 

The public land laws of the United States, including those providing 
for the disposal of the public domain to private individuals, theoreti- 
cally are generally applicable to Alaska. The committee, however, 
found that the beneficial effects of these laws have been and are viti- 
ated to a large degree by the Federal policies of the last half century, 
of withdrawing from public use many of the more valuable resources 
of the Territory through the creation of tremendous Federal reserva- 
tions for the furtherance of the programs of the various Federal agen- 
cies. Thus, approximately 95 million acres—more than one-fourth of 
the total area of Alaska—is today enclosed within various types of 
Federal withdrawals or reservations. Much of the remaining area of 
Alaska is covered by glaciers, mountains, and worthless tundra. Thus 
it appeared to the committee that this tremendous acreage of with- 
drawals might well embrace a preponderance of the more valuable 
resources needed by the new State to develop flourishing industries 
with which to support itself and its people. 

A third serious problem facing the new State, if statehood is 
granted—and in some respects the most serious of all—is that of 
financing the basic functions of State government. Of these funce- 
tions road maintenance and road construction assume a key impor- 
tance, both because of the heavy cost and because of the crying need 
in Alaska for additional roads to facilitate economic development. 
During recent years in her Territorial status, Alaska has benefited 
from more generous Federal financial assistance to meet local needs 
than has been extended by the Federal Government to any of the 
existing States. 

When Alaska becomes a State, Alaska must accept in general the 
same financial conditions and requirements exacted from the other 
States under the various Federal matching grants-in-aid, and must 
support generally the same functions performed by other States in 
such fields as road construction, enforcement of law and order, the 
construction of local public works, and the regulation of fisheries. 
Considering Alaska’s unusual problem, however, the committee has 
considered it necessary to permit the proposed new State to have a 
transition period before shouldering the full additional financial bur- 
den of performing all those local functions of government. During 
this transition period, the bill authorizes special Federal financial help 
in limited amounts for certain functions. 


PRINCIPAL LAND PROVISIONS OF THE BILL 


To alter the present distorted landownership pattern in Alaska 
under which the Federal Government owns over 99 percent of the 
total area, the committee proposes unprecedented land grants to the 
new State, aggregating 103,350,000 acres. These lands, amounting 
to approximately 30 percent of the total area of Alaska, are to be 
selected by the State authorities over a 25-year period from the 
attainment of statehood, subject to certain restrictions. 

As stated above, a grant of such size to a new State, whether con- 
sidered in terms of total acreage or of percentage of area of the State, 
is unprecedented. On the occasion of the admission of the existing 
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States, land grants have usually amounted to but 2 or 4 sections per 
township, or a maximum of 6 to 11 percent of the land area. In 
other States, however, much of the land had already passed into 
private taxpaying ownership, or was in process of so passing at the 
time of admission. In Alaska very little land has passed out of 
Federal title and there seems to be little chance of any marked 
change in this situation under existing Federal policies. Thus, even 
after the proposed State selects its 103,350,000 acres, the Federal 
Government will still own over 70 percent of the land area, subject 
to the very gradual piecemeal disposal of comparatively small acre- 
ages of Federal lands as homesteads, mining patents, and the like. 

From one point of view therefore a grant of 103,350,000 acres may 
be unprecedented. From the other point of view, a grant of any 
smaller amount would still leave the Federal Government in a position 
of overwhelming dominance over the land and resources of the new 
State and its people. 

Congress cannot afford to permit the growth of a sort of neofeudal- 
ism with the field agents of the various Federal bureaus as all-powerful 
landlords, collecting feudal levies from the State and its industries in 
perpetuity. 

If Alaska is to be a State, it must be a full and equal State, not a 
puppet of the Federal Government. That is fundamantel to the 
approach toward statehood of this bill. 

The land grants in the bill are divided into three categories: 

(1) Lands adjacent to the various Alaska communities, including 
lands in the national forests, which will be needed for the expansion 
of those communities or the creation of new ones. This land grant 
amounts to 400,000 acres in the national forests, and 400,000 acres in 
the public domain. 

(2) Lands aggregating 2,550,000 acres for such purposes as schools, 
penitentiaries, and hospitals, as set forth in subsection (c) of section 
205. 

(3) A general grant of 100 million acres of land by the State, to be 
used as the State may elect, for lease, or for sale or other disposal to 
private parties, for the general development of the resources and other 
economic potentialities of the State, as set forth in subsection (b) of 
section 205. 

THE PROBLEM OF FEDERAL RESERVATIONS 


As previously noted, tremendous acreages of land in Alaska have 
been tied up in the status of Federal reservations and withdrawals for 
various purposes. The committee feels strongly that this practice has 
been carried to extreme lengths in Alaska, to a point which has ham- 
pered the development of such resources for the benefit of mankind. 
As a result, a long list of potential basic industries in the Territory, 
including the forest industries, hydroelectric power, oil and gas, coal, 
various other minerals, and the tourist industry, can exist in Alaska 
only as tenants of the Federal Government, and on the sufferance of 
the various Federal agencies. The committee considers that to be 
an unhealthy situation. 

The failure of these industries to grow under such a restrictive 
policy is a proof of its unwisdom. The committee feels that this policy 
must be changed if statehood for Alaska is to be a success. 
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In its new approach to the statehood problem, the committee has 
attempted to make a — toward such a change by various specific 
provisions in this bill. section 219, the bill will repeal the Alaska 
Coal Leasing Act of ie 20, 1914, under which some of the best 
potential coal lands of Alaska have been set aside and withheld from 
development against the improbable and hypothetical needs of the 
future. The coal reservations established under that act in Alaska 
are likewise rescinded. The committee knows of no probability of 
any coal shortage for this Nation for the indefinite future. With 
minor exceptions, there are no Federal coal reserves within the con- 
tinental United States. There is no reason why the proposed State 
of Alaska should be singled out for the location of such reserves, which 
necessarily have the effect of stifling a potential development. 

By subsection (d) of section 221, a means is provided for opening up 
the rights-of-way along the highways to tourist facilities, service 
establishments, and other types of development which are now 
virtually forbidden under restrictive Federal land policies. At present 
the Federal Government has in a withdrawal status a 600-foot right- 
of-way along the Alaska Highway and 300-foot rights-of-way along 
most of the other principal highways in Alaska, as well as rather wide 
withdrawals along even some of the minor roads. No greater obstacle 
to the development of adequate tourist facilities and other roadside 
service establishments can be imagined. The committee believes that 
Alaska has tremendous tourist possibilities, but they have little chance 
of realization if every prospective small-business man desiring to 
furnish roadside services must locate his establishment from 100 to 
300 feet away from the road. 

The committee bill provides that the entire rights-of-way along 
these highways shall be granted outright to the State. The State 
may then make appropriate provision for the sale of roadside tracts 
of land to those willing to devote their energy and investment to the 
construction of facilities to serve those using the highways. 


LAND SELECTIONS 


By the terms of previous statehood bills, and of H. R. 2535 as intro- 
duced, the State was to have been permitted, under the land-gr ant pro- 
visions of those bills, to select large acreages of land, but in all previous 
bills, the State would have been stopped from choosing (1) any land 
theretofore withdrawn or reserved by any Federal agency, or (2) any 
land that had been placed under lease by the Federal Government 
prior thereto. These severe limitations in previous statehood bills 
on the State’s right to select were not always apparent from the bare 
language of those measures. Yet they existed within the legal and 
judicial interpretations which have heretofore been given as to the 
meanings of certain words and phrases of these previous proposed 
statehood bills. 

If all the resources of value were withheld from the State’s right of 
selection, such selection rights would be of little value to the new 
State. As a part of this new approach toward statehood, your com- 
mittee has felt obligated to broaden the right of selection so as to give 
the State at least an opportunity to select lands containing real values, 
instead of millions of acres of barren tundra. 
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To attain this result, the State is given the right to select lands 
known or believed to be mineral in character (subsec. ‘‘j’’ of sec. 205). 
It is also specifically given the right to select lands which may now 
be under lease for oil and or coal development, or which may even 
be under production for those products (subsec. ‘‘i” of sec. 205). 

By the terms of subsection “h”’ of section 205, the State is also given 
a prior right to any lands returned to the public domain from a with- 
drawal status. This right applies to the coal reserves restored to the 
public domain under this bill, and to any other reservations or with- 
drawals which may be rescinded now or hereafter. 

As previously noted, the State receives the broad reservations along 
both sides of all highways as an outright grant. 

With respect to the many other existing reservations, the com- 
mittee did not find it possible in the brief space of time available to 
it, to make a detailed survey of the need for each one. The com- 
mittee is strongly of the opinion that a considerable number of the 
other ws ithdvarmelé are either excessive in size or totally unnecessary. 
It is the opinion of the committee that the administrative agencies of 
the Government, working in cooperation with the Territorial officials 
of Alaska, should conduct a vigorous program of restudying the needs 
of the various Federal agencies for land in Alaska. 


OTHER EFFECTS OF STATEHOOD 


As an important effect of the grant of statehood, Alaska will assume 
full control over the regulation of her own fisheries. Thus there will 


be removed a grievance of long standing against absentee control by 
Washington of the most important industry of the Territory. 


THE FINANCIAL PROBLEM 


During recent years, one of the most controversial elements of the 
statehood proposal has been the question whether Alaska as a State 
could adequately finance the additional costs of statehood. Indeed 
much of the opposition to statehood has been based on the argument 
that statehood would mean an overwhelming burden of additional 
taxation on the people of Alaska to support necessary State and local 
government functions, 

However, the bill recommended herewith provides certain types of 
special financial assistance to the new State during its early years 
to help ease the impact of the anticipated higher costs. In proposing 
this special assistance, the committee takes cognizance of the fact 
that governmental costs in Alaska for the’ performance of State and 
local functions of government are, by the very nature of conditions 
in Alaska, higher than in most if not all of the existing States. This 
situation is due to the tremendous area of the Territory. The prob- 
lem is particularly serious with respect to road construction and main- 
tenance. 

The committee feels that the per capita tax burden of Alaskans for 
State and local functions is already comparatively high. If statehood 
is not to be accompanied by backbreaking tax burdens, it seems 


essential to continue for a period at least some form of special Federal 
financial assistance. 
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HIGHWAY ASSISTANCE 


Various provisions scattered through the bill are designed to make 
the transition to statehood less Raelanseens from a financial stand- 
point. Three of them are intended to permit extension of the road 
network in Alaska to continue at a rapid pace, since road construction 
is so vital to Alaska development. 

By the fact of statehood, Alaska will automatically come under the 
provisions of the Federal Aid Highway Act, both receiving its benefits 
and assuming the obligations of a State under the act. Unfortunately 
for Alaska, the costs to the State of this act will be far heavier than the 
benefits, since Alaska has been receiving most of those benefits without 
cost under its Territorial status. Thus, the Federal Aid Highway Act 
assumes that each State will pay the maintenance cost of its own 
roads, and will also provide matching funds against the Federal grant. 
In contrast, under the present situation the Federal Government has 
been paying almost all the costs of maintenance of Alaska’s highways, 
and has also been appropriating very substantial sums for road con- 
struction in the Territory, through the Alaska Road Commission, 
without requiring the Territory to provide matching funds. 

To ease the transition to the new situation, the bill authorizes 
special appropriations for both maintenance and construction, over 
and above the sums which will automatically become available to the 
State at its option under the Federal Aid Highway Act. By sub- 
section (c) of section 221, annual appropriations for operation and 
maintenance are authorized over a 15-year period, beginning at 
$3 million per year and graduating down to $1 million per year. For 
purposes of comparison, it should be noted that the appropriation for 
this purpose for the coming fiscal year requested by the Alaska Road 
Commission is $3% million. 

By subsection (b) of section 221, special appropriations for road 
construction are authorized for a 6-year period, beginning with 
$17 million for the first year and graduating rapidly down to $1 million 
for the sixth fiscal year. By way of comparison, the appropriation 
requested by the Alaska Road Commission for the fiscal year 1955 for 
road construction is $9,940,000. However, construction appropria- 
tions for Alaska for a number of years previously have averaged in the 
neighborhood of $15 million per year. 

A third most important provision relating to roads is contained in 
subsection (a) of section 221, which provides that for a 15-year period 
the formula establishing the requirement for State matching funds 
against Federal Aid Highway Act road construction funds shall re- 
main unchanged at its present favorable ratio for Alaska. Under 
the Federal Aid Highway Act those States having within their borders 
large acreages of Federal public domain are permitted to secure their 
allocations of Federal construction money through provision of less 
than the 50 percent of construction costs required of non-public-land 
States. The exact percentage in the case of each public-land State is 
es oo upon the percentage of the State’s area which is not Federal 
public domain. This concession to the public-land States is in recog- 
nition of the fact that such areas of public domain are tax exempt and 
bring in no revenues to those States. 

Since the total acreage of Federal holdings in Alaska is so tremen- 
dous, Alaska would, under the Federal Aid Highway Act, have a 
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comparatively favorable matching formula for the receipt of Federal 
aid highway funds, under which the cost of construction of such 
highways in Alaska would be borne 86.34 percent by the Federal 
Government, and 13.66 percent by the State government. However, 
as previously noted, it is contemplated that large acreages of land in 
Alaska will pass from Federal to State hands during the 25-year period 
immediately following the effective date of statehood. Passage of 
title to such acreages would normally be expected to alter the match- 
ing formula for road construction funds to Alaska’s disadvantage. 

However, it is by no means certain that these large land grants will 
bring to Alaska any immediate increment of revenue. For that 
reason, it has seemed desirable to the committee to freeze, for a 
limited period, the present matching formula at its present ratio of 
86.34 percent to 13.66 percent. 
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OTHER PROVISIONS AFFECTING THE COST OF 





STATEHOOD 


Several other provisions of the bill should also be of material help 
to the State in meeting the anticipated greater costs of statehood. 
By section 209 the Federal Government will continue to stand the 
expense of treatment and custody of the mentally ill of Alaska as it 
does at present. The State of Alaska will pay the cost of all new 
commitments. Thus, under this provision, the cost to the State 
during the early years of statehood will be comparatively low. The 
cost to the Federal Government will steadily decline while the cost 
to the State steadily rises through the years until the State has taken 
over the entire expense. For purposes of comparison, the budget 
request by the Interior Department for this item for the fiscal year 
1956 is $770,000. 

A provision appearing in previous statehood bills and also contained 
in this one (subsec. (f) of sec. 205) will grant to the State one-half of the 
net proceeds from the operation by the United States Government of 
the fur-seal monopoly at the Pribilof Islands in the Bering Sea, now 
conducted by the Federal Government under international treaty. 
Net proceeds from this activity, after payment of all operation costs, 
including the expense of administration of the Pribilof Islands have 
ranged between $1 million and $2 million during recent years. Under 
terms of the bil!, the State would receive hereafter annually approxi- 
mately 50 percent of the net proceeds. 

Other financial provisions contained in the bill include the author- 
ization of an appropriation for $15 million for State surveys and for 
harbor improvement (sec. 220), previously discussed, and the author- 
ization of $200,000 for the conduct of the necessary elections and the 
holding of a constitutional convention in Alaska (sec. 208). 

These various particular provisions for Federal financial assistance 
are not expected nor intended to defray the entire additional annual 
cost of statehood to the people of Alaska. However, it is hoped that 
considerable State revenues can be developed from the lease or sale 
of lands granted in this bill. In any case, it is the opinion of the com- 
mittee that the people of Alaska are willing to pay the major portion 
of the cost of statehood if they desire to be accepted as an equal in 
the sisterhood of States. 
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PRIMARY REASONS FOR STATEHOOD 


The committee is convinced that statehood for Alaska at the earliest 
possible date will promote the best interests of the Nation as a whole 
as well as those of the Territory. 

In considering the extension of statehood to any Territory it has 
never been possible in our history to specify in precise terms the exact 
benefits to be derived from such a move. Since the adoption of the 
Constitution, statehood has been granted to additional areas no less 
than 35 times. In not a single case would it have been possible to 
prophesy the strength and growth that has since resulted from those 
decisions. Yet every American knows that, as the Alaskans put it, 
statehood has never been a failure. 

While it is not possible to say definitely in what particular respect 
the admission of Alaska will strengthen the Nation, some general 
considerations may be pointed out which point to that conclusion. 

The grant of statehood means the grant to the people of Alaska of 
the right to manage their own internal affairs and the right to send 
representatives to the Congress in Washington. It is therefore a 
measure in support of the principle of local government of local affairs, 
embodied in American legal philosophy under the concept of States 
rights. Behind the idea of States rights and local self-government 
lies the conviction that matters of local concern can best be determined 
and most efficiently managed by those most directly affected. 

Concretely, the grant of statehood will mean some saving to the 
Federal Government as the people of Alaska take over part of the 
burden of supporting certain governmental functions now borne by 
the United States Treasury. 

From the standpoint of economic development, the committee be- 
lieves that statehood will permit and encourage a much more rapid 

rowth in the economy of the Territory than would be possible under 
erritorial status. Many witnesses have testified to the committee 
regarding the wealth of untapped resources in Alaska. 

It is apparent from the history of the last 88 years that the ex- 
treme degree of Federal domination of Alaskan affairs has not resulted 
in the maximum development of the Territory. As previously 
pointed out, the committee has included in this bill provisions which 
it believes will open up many of the resources of Alaska for the use 
of mankind. Over and beyond these specific provisions of this 
measure, however, the continuous and effective representation of 
elected Alaskans in Congress should be of immeasurable benefit in 
making those revisions of policy necessary to further the economic 
growth of Alaska. 

Alaska’s strategic position in our defense system is well known. 
A mere 54 miles of Bering Strait separates the mainland of Alaska 
from the mainland of Siberia. The international boundary between 
our Nation and the Union of Soviet Socialist Republics actually 
runs through the waters between Little Diomede Island, which is 
American, and Big Diomede Island, which is Russian, both in the 
Bering Strait. Alaska is the only part of the American Continent 
which suffered actual enemy occupation during World War IT. 

The grant of statehood to Alaska would be a healthy step in the 
development of our foreign policy for two reasons. On the one hand, 
it weed be renewed proof that America is still the land of political 
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opportunity and that Americans still believe as heartily as ever in the 
American tradition of equal rights and justice for all. 

From another point of view, the grant of statehood would be a 
conclusive demonstration to the world that we consider Alaska to be 
an indissoluble part of the body of the Nation. America may hold 
the firm conviction that the Territory of Alaska is permanent Ameri- 
can territory, but not all foreign nations may both oven that fact 
as well as we do. The grant of statehood would remove any possible 
doubt on that score. In fact it would strengthen our whole position 
in Pacific affairs. 

READINESS FOR STATEHOOD 


Historical background.—In order accurately to assess the readiness 
of Alaska for statehood, a brief historical sketch, both of the admission 
of States in general and of political development in Alaska in particular, 
is desirable. 

The Constitution itself provides merely that Congress shall decide 
when and how new States shall be admitted. The pattern for the 
creation of new States was set by the Continental Congress in 1787 
with enactment of the Northwest Ordinance, set forth in One Statutes 
at page 51. This history-making act of the Founding Fathers has 
proved a legislative cornerstone for the expansion and political de- 
velopment of the West. The ordinance incorporated the then remote, 
sparsely populated, noncontiguous Northwest Territories into the 
Federal Union, and provided for their government and the eventual 
statehood which each part of the area attained. In a long series of 
cases, the Supreme Court of the United States has held that an in- 
corporated Territory is an “inchoate state,” the ultimate destiny of 
which is statehood. 

The resources and strength, material and spiritual, of our American 
Gaesnteany today constitute unassailable proof of the wisdom of that 
policy. 

Alaska and Hawaii are the only remaining incorporated Territories 
under the American flag which have not yet achieved the historic 
destiny of incorporated Territories, namely, statehood. H. R. 2535 
would complete the historic pattern. 

Alaska was purchased by the United States from Russia under the 
terms of the treaty of March 31, 1867 (15 Stat. 539), negotiated by 
the 40th Congress. The text of this treaty is set forth in the appendix 
(appendix B). By the act of May 17, 1884 (23 Stat. 24), Alaska was 
constituted a civil and judicial district and a civil government was 
established with a governor and district court system. This act made 
the — law of Oregon applicable to the Territory. 

The greatest and most important step in the history of civil govern- 
ment for Alaska was the approval of the Organic Act on August 24, 
1912 (37 Stat. 512). By it, Congress created the Territory of Alaska 
and conferred legislative powers upon an elective legislative assembly 
for the Territory. Section 3 of the act specifically provided that the 
Constitution of the United States, and all the laws thereof which were 
not locally inapplicable, should have the same force and effect within 
the said Territory as elsewhere in the United States. 

Thus, the legal status of Alaska is that of an organized, incorporated 
Territory of the United States, as distinguished from the legal status 
of Puerto Rico, Guam, the Virgin Islands, American Samoa, and the 
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former status of the Philippines before they were granted full and 
complete independence by the Congress of the United States. 

Requirements for statehood. —The traditionally accepted requirements 
for statehood can be stated simply. An analysis of the history of 
the admission of incorporated Territories shows that these require- 
ments appear to be— 

(1) That the inhabitants of the proposed new State are imbued 
with and are sympathetic toward the principles of democracy as 
exemplified in the American form of government. 

(2) That a majority of the electorate wish statehood. 

(3) That the proposed new State has sufficient population and 
resources to support State government and at the same time carry 
its share of the cost of the Federal Government. 

This has been the historic pattern under which 29 States have been 
admitted to statehood from Territorial status and by which our Nation 
has grown to greatness. 

By each of these historic standards, Alaska is ready and qualified 
for statehood now. 

As to the first, no one has contended that the overwhelming ma- 
jority of the inhabitants of the Territory are not loyal Americans in 
the sturdy frontiersman tradition. Their support of the Armed 
Forces under actual invasion conditions—conditions far more strin- 
gent than those experienced anywhere in any of the States—is unas- 
sailable proof of their loyalty, patriotism, and stability. 

As to the desire of a majority of the inhabitants of the Territory for 
statehood, a referendum on the question was held in 1946 which re- 
sulted in a substantial victory for the proponents of statehood. Since 
then, the committee is convinced that popular support in Alaska for 
statehood has grown and is today more widespread than ever before. 
The committee is convinced that the large majority of residents of 
the Territory desire statehood at the earliest possible date. 

During the 1953 session of the Alaska Legislature a memorial to 
the Congress was agreed to by the legislature and supported by every 
single member thereof, urging that statehood be granted immediately. 
Since then, a single member of the Territorial senate has expressed 
his opposition to immediate statehood unless some means can be 
found to finance the additional costs, but apparently every other mem- 
ber of the legislature with this single exception is prostatehood. The 
committee considers this fact to be impressive evidence of the state of 
public sentiment in Alaska. 

Furthermore, H. R. 2535 carries its own provisions for a referendum. 
A constitution drafted by the popularly elected delegates to the consti- 
tutional convention must be submitted to the people of the Territory 
for approval or disapproval. If they do not wish statehood under the 
terms of H. R. 2535 they can make their disapproval known by rejecting 
the constitution drafted in accordance with those terms. 


ARGUMENTS AGAINST STATEHOOD 


Over the past years the committee has given most careful considera- 
tion to the arguments and reasoning of opponents to statehood for 
Alaska. Although a large majority of those who appeared before the 
committee favored statehood, there were those who, although sup- 
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porting statehood in principle and ultimately, felt that the Terrotiry 
was not yet ready to assume this step. 

The principal arguments against immediate statehood for Alaska, 
including both those presented at the hearings and those which have 
come to the committee through other channels, appear to be the 
following: 

(1) That the Territory’s population is too small to justify repre- 
sentation in Congress or to support State government. 

(2) That Alaska is not contiguous to the United States, that we 
have never yet admitted any noncontinguous State, and that its 
noncontiguity tends to isolate it from the main currents of American 
life. 

(3) That the present economic boom in Alaska will be transitory, 
being based on Federal expenditures for military construction, and 
that, therefore, the Territory should wait until this construction boom 
is over so that the costs and other readjustment problems involved in 
statehood can be analyzed under more normal conditions; that the 
resources of Alaska are as yet insufficiently developed to permit 
private enterprise based on such resources to take up the slack in 
employment and tax revenue which would be needed if Federal 
spending comes to an abrupt end. 

(4) That statehood will cause sharp increases in the cost of gov- 
ernment in Alaska and therefore in taxes, which will discourage 
rather than encourage economic development. 


INSUFFICIENCY OF POPULATION 


As to the arguments that the present population of Alaska is 
insufficient to justify statehood, and to justify full representation in 
the Senate, the committee feels that this argument is without merit. 

According to the 1952 census estimate, Alaska’s population had 
increased so rapidly that it was already greater than at least one of 
the present States. The population figure given for Alaska as of 
July 1, 1952, was 182,000, an increase of over 50,000 from the census 
figure of April 1, 1950. The contrast between these two figures shows 
in itself how extremely rapidly Alaska is growing. The estimate as 
of July 1, 1954, showed a civilian population of 171,000, an increase 
of 39,000 over the 1952 estimated civilian population of 132,000. 

Furthermore, the committee desires to point out that most of the 
present States had, at the time of their admission, less than Alaska’s 
present population (see appendix L). Only 3 States ever entered the 
Union with enough population to have over 2 Representatives in the 
House (Maine had 7; Oklahoma had 5; West Virginia had 3); of the 
others, only 7 had enough for 2 Representatives; the remaining 25 
had only 1 Representative. And yet the Federal Congress continued 
to follow the concept of our forefathers devised in the Constitution 
of giving each State equality in 1 of the 2 branches of Congress—the 
Senate. Four States (Delaware, Vermont, Wyoming, and Nevada) 
today have only one Representative in the House. 

It has been argued against statehood that much of this increase in 
population is made up of military personnel. The committee knows 
of no reason to assume that our Military Establishment in Alaska 
will be decreased in size in the immediate future. Therefore, for 
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reasons of national defense, it is to be expected that large numbers 
of troops may constitute a relatively permanent portion of the popu- 
lation of Alaska. By their presence there they create a potential 
market for Alaska industry and help to maintain the economy, just 
as other groups in the population do. There is no apparent reason 
why persons in uniform should be considered a less important portion 
of the population than civilians. 

It is the expectation of this committee that when Alaska’s resources 
are unlocked for development, as this bill provides, it may open the 
way to a great new boom in population. 


NONCONTIGUITY 


The argument that Alaska should be denied statehood because the 
peninsula happens to be noncontiguous to the rest of the continental 
United States is wholly lacking in merit, either historically or factually. 
Historically, noncontiguity has never been a requirement nor has it 
been followed as a precedent. California was admitted in 1850 when 
some 1,500 miles or more of plains and mountains and wilderness— 
a wilderness infested by hostile Indians—separated her from the 
nearest State of the United States. It is interesting to note that some 
of the very same arguments which were used in the 31st Congress in 
1850 against the admission of California, and later Oregon, which was 
contiguous only to California, are being used against the admission 
of Alaska. 

Factually, in this day of radio, telephone, television, telegraph, and 
the airplane, Alaska is much nearer to Washington, D. C., in travel and 
communication time than were Boston and New York at the time of 
the formation of the Union. This fact is so self-evident as to require 
no elaboration. However, the following historical comparisons are 
of interest: 

The fastest time by the famed Pony Express from the ‘‘jumping off”’ 
place in the then sparsely populated and financially poor Territory of 
Nebraska to California was 9 days. This service, of course, was only 
for mail, at $5 a half ounce. 

The best stagecoach time from the terminal in St. Joseph, Mo., to 
San Francisco, was 25 days. 

The record for a sailing vessel in 1850 was established by the clipper 
Sea Witch which made the trip from New York around the Horn to 
San Francisco in 97 days. 

Today, all of the principal cities of Alaska are within 24 hours 
by air from Washington. Regular ship time between Seattle and 
Seward or Whittier, the Territory’s principal ports, is 5 to 7 days. 

In addition, Alaska can be reached from any part of the United 
States by highway. The Alaska Highway, constructed during World 
War II, is open throughout the year. Automobiles and trucks can 
travel from the Northwestern States to Fairbanks, Alaska, in as little 
as 5 days. 


LACK OF DEVELOPMENT AND ALASKAN DEPENDENCE ON FEDERAL 
SPENDING 


_ As to the problem of resource development, the committee has 
incorporated in H. R. 2535 major changes from all previous statehood 
bills which are designed to facilitate the development of Alaska’s 
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resources. The committee also desires to state that it will hold itself 
ready at any time before or after statehood to study proposals which 
may be made by representatives of Alaska with respect to the further 
opening up of Federal reservations in Alaska, or with respect to any 
changes in the Federal land laws as they apply to Alaska, which are 
necessary to permit the further development of the economic resources 
of the Territory. 

With respect to the problem which may arise if and when Federal 
construction expenditures are tapered off or discontinued, this situation 
may have to be faced boldly and courageously when the time comes. 
However, there is no reason to expect any immediate cessation of 
such expenditures. Furthermore, it appears likely that even after 
the major construction phase is finished, the complement of Federal 
personnel, both military and civilian, in the Territory will remain large. 

Some evidence was presented that the development of certain 
resources is actually being held back by the tight labor situation 
created by the temporary construction boom. Thus it appears that 
many homesteads and mining properties are not now being worked 
because their owners or others who might be employed on them have 
temporarily accepted employment at higher wages on Federal con- 
struction work. It is hoped that if the major construction work 
comes to an end many of these young people will turn their attention 
and energy toward developing the resources of the Territory. After 
the gold-mining boom around the turn of the century, many of those 
who originally came to the Territory in the hope of finding gold, 
remained to turn their energies into other channels and to develop the 
other possibilities of the area. It is hoped that this experience will be 
repeated when and if the present construction boom comes to an end. 

Furthermore, it should be pointed out that not all the growth in 
economic activity in Alaska is a direct result of Federal construction 
programs. The pulp mill at Ketchikan, on which construction is now 
completed; the widespread activity in oil exploration in several parts 
of the Territory; the growth of tin production on the Seward Penin- 
sula; the widespread interest in development of low-cost power by 
private risk capital; and the opening up of a number of mining activi- 
ties of various types are examples of the growth in economic activities 
based directly on the resources of the Territory which may be expected. 


FINANCIAL BURDEN OF STATEHOOD 


A number of estimates of the increased annual cost of statehood 
have been presented during past hearings, ranging from $4,279,000 per 
annum (by a proponent of statehood) to $15,666,000 (by an opponent). 

Since then the United States Bureau of the Budget has supplied 
a tabulation of the present cost to the Federal Government of those 
functions which would normally be a responsibility of the State, based 
on the budget request for fiscal 1955. According to the Bureau’s 
tabulation, such costs aggregate $11,401,000, anticipated revenues 
which will accrue to the State amount to $2,322,000, leaving a net 
annual cost of statehood of $9,079,000. (See appendix O.) 

It is to be noted that H. R. 2535 contains a number of provisions 


designed to ease the financial burden to the new State during the 
transition period. 
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Thus the provisions authorizing Federal appropriations for road 
construction and road maintenance should mean savings to the State 
of me “ego ype $6 million the Ist year, $3 million the 6th year 
$1 million the 11th through the 15th year. 

Provisions authorizing Federal appropriations are, of course, like 
all authorizing legislation, subject to subsequent appropriation action 
through the Appropriations Committees of the two Houses of Con- 
gress. An authorization implies no definite obligation on the Con- 
gress to make subsequent appropriations of the precise sum authorized, 
but it does provide a useful basis for planning in general terms. 

The provision by which the present caseload of the mentally ill 
will continue to be a Federal expense, will save the State in excess of 
$700,000 the first year, and smaller sums during the following years. 

The provision granting the State all equipment of the Alaska Road 
Commission will also save the State approximately $1 million a year. 
Since this potential cost was not included in the Budget Bureau 
tabulation, an additional deduction from statehood costs cannot be 
made on account of it. 

Altogether, it appears that the above provisions have the effect of 
reducing the cost of statehood by about $7 million the Ist year, $4 
million the 6th year, possibly $2 million the 11th to 15th years. 


ALASKA’S PRESENT FINANCIAL SITUATION 


In 1947, when the question of Alaska statehood first came seriously 
before Congress, Alaska was in the throes of a financial crisis, with all 
appropriations frozen because tax revenues were not sufficient to 
meet appropriations. This condition persisted until 1951. 

In 1949, however, a so-called basic tax program was enacted, adding 
many new levies. Asa result, Territorial tax revenues have increased 
sharply, beginning in 1951. ‘Territorial revenues in 1953 and 1954 
totaled $30,221,633.01. Against this revenue the Territory had 
budgeted approximately $25 million. Thus, if statehood is granted, 
Alaska will start its career as a State with a revenue system which, 
in recent years at least, has brought in a net surplus over budgeted 
needs. 

This surplus, if it continues as in the past, will be sufficient to 
pay most of the cost of statehood during the first year. Thereafter, 
tax increases of moderate proportions may be necessary, depending on 
the rate at which Alaskan economic development proceeds. 

Alaska as a Territory has created and now supports all the normal 
functions of State government except in areas which are reserved to the 
Federal Government by limitations set forth in the organic act. The 
most important functions provided by the Federal Government are 
the courts and law-enforcement system, protection and conservation 
of the fish and game, care and treatment of the insane, and the major 
share of the road construction and maintenance program. 

The Territorial government has built up departments or boards of 
health, education, welfare, agriculture, labor, taxation, aviation, 
development, communications, highways and highway patrol, and 
includes offices of attorney general, treasurer, auditor, as well as a 
large number of additional regulatory boards and commissions. 
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PROCEDURAL STEPS TO BE TAKEN 


Even after enactment of this measure, a number of steps will have 
to ‘be taken by Territorial officials, the people of the Territory, the 
Congress, and the President of the United States before statehood 
becomes a fact. This bill provides the legal and political means and 
authority for this process by— 

(1) Authorizing the people of the Territory to elect delegates on 
the basis of the 1950 census to a nonpartisan constitutional con- 
vention which would draft a proposed State constitution and 
submit it to the people of the Territory for ratification; 

(2) Setting forth specific provisions which must be a part of the 
State constitution, such as, for example, that it ‘“‘shall be re- 
publican in form, shall make no distinction in civil or political 
rights on account of race or color,”’ and that it shall provide that— 
no person who advocates, or who aids or belongs to any party, organization, 
or association which advocates the overthrow by force or violence of the 
government of the State of Alaska or of the United States shall be qualified 
to hold any public office of trust or profit under the State constitutions 

(3) Providing for approval of the proposed State constitution 
by the Congress and for formal admission of the new State into 
the Union. 

GENERAL INFORMATION 


For the information of the Senate, the committee deems it advisable 
to set forth certain basic facts about the Territory. The material 
submitted below is from such sources as the reports by our Govern- 
ment to the United Nations, the Encyclopedia Americana, or previous 
congressional reports. 

Area.—Alaska covers 586,400 square miles, or some 375,296,000 
acres, of land and inland waters. In total area the Territory is one- 
fifth the size of the United States, or larger than Iceland, Scotland, 
Norway, Sweden, Denmark, and Finland combined, all of which lie 
in similar latitudes, and under similar climatic conditions support a 
progressive and prosperous population of some 24 million persons. 

The northernmost point of Alaska, like that of Norway, is 1,250 
miles from the North Pole. The southernmost island of the Aleutian 
chain lies in the same latitude as Berlin, Germany. The most 
southerly point on the mainland is at the same latitude of northern 
Ireland. Kediak Island is due north of the Hawaiian Islands, and the 
Aleutian Islands extend as far west as New Zealand. In more techni- 
cal language, Alaska is located between 51° and 72° north latitude and 
130° west and 173° east meridians. 

Alaska’s strategic situation on world air routes is emphasized by 
examining polar projection maps. The shortest air route from New 
York to Tokyo passes across the mainland of Alaska. Stockholm, 
Sweden, is only 3,600 miles from Fairbanks, Alaska, via the polar 
route. 

Alaska’s island. areas are composed of two principal groups: The 
Aleutian chain with its hundreds of small islands, and the Alexander 
Archipelago with more than 1,100 islands, part of the southeastern 
portion of the Territory. Smaller island groups include the Kodiak 
group south of the Alaska Peninsula, and the Pribilof, Nunivak, St. 

atthew, and St. Lawrence groups in the Bering Sea. 
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Population.—According to the 1950 census reports, population 
density in the Territory’s four judicial divisions is revealed in the 
following table: 




















Density 
Land area | ? 
Judicial division (square ae Civilian Military — 
miles)! = 
miles 
} 
| | | | | 
First (southeast)... ..._.--.-..----.------ | 34,391 | = 28.208 | 27, 543 | 660 80. 2 
Second (Nome, Bering Sea) ...._.....-.--- 147, 135 12, 272 | 11, 820 | 452 8.3 
Third (Anchorage, Aleutians).._-......-..| 142, 031 59, 518 | 45, 647 | 13, 871 41.9 
Fourth (Fairbanks and interior).........-.} 247, 508 | 28, 650 | 23, 226 | 5,424 11.6 
WU Bae ek ka | 871,065 | 128,643 | 108,236 | 20, 407 | 22. 5 
; | | | 








1 Exclusive of inland water surface areas. 


On the census date, natives numbered 33,863, of whom 15,882 were 
Eskimo, 14,089 were Indian, and 3,892 were Aleut. Since then, as 
previously noted, total civilian population has increased to an esti- 
mated figure of 171,000, as of July 1, 1954, virtually all of the increase 
being of persons from the continental United States. 

The natives are participating more and more in the white man’s 
economy of the Arctic region. The majority still depend on hunting, 
fishing, and trapping for their existence during the winter months, 
but the greater proportion find well-paid seasonal employment in 
canning, mining, and other industries of the region. They are 
regarded highly by their employers as expert machinery operators, 
mechanics, truck drivers, and many other skilled occupations. 

Eskimos and Indians have served with distinction in the Territorial 
legislature. 

Alaska, along with Hawaii, has been a pioneer in establishing and 
realizing the dream of our Founding Fathers for true democracy and 
equality of oportunity. 

Climate.—Alaska is so large that almost any kind of climate and 
topography can be found, but the popular conception of Alaska as a 
land of snow and ice is incorrect. The average annual temperature 
varies from 45° above zero at Ketchikan to a low of 9.9° above zero 
at Point Barrow. The January mean temperature of 20° above zero 
in Anchorage compares to that in Concord, N. H. The January mean 
of 33.6° at Ketchikan is about the same as Denver and New York. 
Ketchikan’s record low of 8° below zero approximates record low 
temperatures for Washington, D. C., and is considerably warmer than 
the record cold in such cities as Chicago and Boston. Ketchikan’s 
all-time high is 96°; Juneau, 89°; and Fairbanks, 99°. The tempera- 
ture at Fort Yukon, 20 miles above the Arctic Circle, has often reached 
heights of 100° above zero. The temperature also has been known to 
drop below minus 70° during the winter in that community. 

The average annual precipitation varies from a high of 176.9 inches 
at Latouche to a low of 4.34 inches at Barrow. Precipitation in 
Alaska in its present agricultural areas is 11.71 inches in the Tanana 
Valley, 15.45 inches in Matanuska Valley, and 32.59 inches on the 
Kenai Peninsula. 

The only pronounced climatic difference between a large part of 
Alaska and much of the northern and western portion of the United 
States is the long hours of summer daylight and, conversely, the short 
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winter days. The average growing season varies from about 170 days 
in southeastern Alaska to 90 days in the northern interior. 

Despite the fact that Alaskan waters are hundreds of miles to the 
north, there are more frozen rivers and harbors in the United States 
than there are from the Aleutians to the southern tip of the Alaska 
Panhandle. This is due largely to the influence of the Japanese 
Current, which skirts the Alaska coast. 

History. —The official date of Alaska’s discovery is July 16, 1741, 
when Vitus Bering, a Danish captain in the service of the Russian 
Navy, sighted Mount St. Elias, 275 miles northwest of Juneau. 
Bering’s expedition returned with about $100,000 in furs, which re- 
sulted in an immediate rush to the new land. In their search for furs, 
the Russians first explored the Aleutian Islands and the Bering Sea, 
subsequently reaching east and south to Cook Inlet, Prince William 
Sound, and the Alexander Archipelago. 

During this period in history—the latter part of the 18th century— 
other European nations ventured along the northwest coast of Alaska. 
Spanish expeditions left bases in California to sail north and west as 
far as Unalaska in the Aleutians. England’s famous mariner, Capt. 
James Cook, reached Alaska in 1778, the same year he discovered 
Hawaii, and sailed northward to Icy Cape before being turned back 
by the Arctic ice pack. A French expedition veered from South 
Pacific exploration to the North Pacific, and was later followed by 
French traders who had heard the stories of rich furs. Yankee traders, 
sailing out of bustling New England ports, followed the sea trails 
around the Americas to Alaskan waters. 

From 1799 to 1863, Alaska was under the administration of the 
Russian-American Co., chartered by the government of ezarist Russia 
to exploit the region. Its power was virtually absolute, and the natives 
were subjected to forced labor conditions similar in many respects to 
the slave-labor camps of Communist Siberia today. Attention is 
directed to the excellent study of the Library of Congress, Russian 
Administration of Alaska and the Status of the Alaskan Natives— 
printed in 1950 as a Senate document (S. Doc. No. 152, 81st Cong.). 

Uncompleted plans of the Western Union Telegraph Co. in 1865 to 
join Europe and America by telegraph line from Alaska to Siberia 
precipitated new explorations of the interior. Construction stopped 
when the Atlantic cable was completed in 1867. Gold first brought 
prospectors into the north as early as 1858, when “pay dirt’? was 
discovered in the Caribou country of the Fraser River in British 
Columbia. 

First hint of the sale of Alaska to the United States is found in 
Russian archives of 1854. It appears that America was interested in 
the region much earlier, as President Andrew Jackson discussed acqui- 
sition of the northern territory in 1836. It was not until 1867, how- 
ever, that the United States finally made the purchase from Russia 
for $7,200,000. 

TITLE II 


Section 201 authorizes the American citizens who are bona fide 
residents of Alaska to form a constitution and State government and 
declares that, when the requirements set forth in the act have been 
met, the State of Alaska shall be admitted into the Union. 
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Paragraph 2 describes the area which will comprise the State of 
Alaska as “all the territory, together with the territorial waters 
appurtenant thereto, now included in the Territory of Alaska.’ 

Section 202 authorizes the election of and prescribes the apportion- 
ment of delegates to a constitutional convention, directs the Governor 
to issue a proclamation therefor, and specifies the time within which 
the foregoing shall be done. The constitutional convention must 
be nonpartisan, and the manner in which the delegates are to be 
chosen is set forth. 

Section 203 establishes the method for convening the constitutional 
convention and for forming the State constitution. 

Paragraph 2 provides that the constitution shall be republican in 
form; s all make no distinction in civil or political rights on account 
of race or color; shall not be repugnant to the Constitution of the 
United States or the principles of the Declaration of Independence; 
and shall provide that no person who advocates, or who aids or belongs 
to any party, organization, or association which advocates by force or 
violence overthrow of the government of the State of Alaska or of the 
United States, shall be qualified to hold any public office of trust or 
profit under the State constitution. It also prescribes the following 
general principles to be embodied in the constitution: 

First. Religious freedom and freedom of the press and speech, the 
right of persons to assemble and to petition the government for a re- 
dress of grievances shall not be denied. 

Second. The State and its people disclaim all rights and title to 
any lands or other property not granted or confirmed to the State or 
its political subdivisions by or under the authority of the enabling act. 
Said disclaimer clause is to apply where the right or title in such 
property (including fishing rights) is either held by or subject to 
disposition by the United States. It is provided that no attempt will 
be made to deal with the legal merits of the indigenous rights but to 
leave the matter in status quo for either future legislative action or 
judicial determination. 


Third. Assumption of debts and liabilities of the Territory by 
the State. 


Fourth. Establishment and maintenance of public schools, free from 
sectarian control. 

Fifth. Consent of the State and its people to provisions of the act 
reserving rights or powers to the United States, as well as those 
prescribing the terms or conditions of land or property grants provided 
for in the act. 

Sixth. Prohibits taxing of property belonging to citizens of the 
United States residing outside the State at a hig ver rate than that of 
State residents. 

Section 204 provides for retention by the State of all lands and other 
property, title to which is in the Territory, and retention by the United 
States of title to public lands and other property to which the Federal 
Government has title. 

Section 205 (a) grants to the State of Alaska the right to select from 
the national forests 400,000 acres of land from vacant, unappropriated, 
and unreserved public lands; another acreage not to exceed 400,000 
acres of land, all of which shall be adjacent to established communities 
or suitable for prospective community centers and recreational areas. 
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The rights of any persons now having any claims on the areas to be 
selected are fully protected. 

Subsection (b) provides for selection by the State, within 25 years 
after being admitted to the Union, not to exceed 100 million acres of 
public lands which are vacant, unappropriated, and unreserved at the 
time of the selection. Existing rights are protected. 

Subsection (c) lists a series of grants with the right of selection for 
specific State functions and internal improvements. 

Subsection (d) grants the Federal building and the land on which it 
rests in the Territorial capital, Juneau, to the State. 

Subsection (e) grants the Federal jail in Juneau to the State. 

Subsection (f) provides for the transfer and conveyance of all 
United States property used for conservation and protection of fish- 
eries and wildlife to the State of Alaska. It also provides that said 
transfer shall not include withdrawn lands used in general wildlife 
and fisheries research activities. It further provides that when Alaska 
is admitted to the Union the United States shall pay to the new State 
50 pereent of the net proceeds derived from fur seals and sea-otter- 
skin sales. 

Subsection (g) provides for payment to the State of 5 percent of the 
net proceeds of public-land sales. These moneys shall be used for the 
support of Alaska’s public schools. 

Subsection (h) provides that authorized land grants shall be selected 
in conformity with regulations laid down by the Secretary of the 
Interior; that said lands may never be alienated or bargained away 
by the State; and if said lands are to be revocated, the order of revo- 
cation must be issued 90 days before it becomes effective. This 
subsection likewise provides that the State shall have preferred right 
of selection except in cases where prior existing valid rights have been 
confirmed. When the State desires and selects unsurveyed lands, the 
Secretary of the Interior shall survey the exterior boundaries of the 
areas selected and shall patent said lands to the State. 

Subsection (i) authorizes the State to make its selections from lands 
which are under Federal oil and gas lease or other Federal mineral 
leases at the time of the approval of the act, provided that such appli- 
cation is made within 5 vears after statehood is granted. These 
selections shall be made only from lands that are otherwise open to 
selection under this act and they shall include the entire area subject 
to lease. Patents for lands selected under this act shall vest in the 
State all right, title, and interest of the United States in and to any 
lease that remains outstanding on the date of the patent. 

Subsection (j) provides that all grants made or confirmed under this 
act shall include mineral deposits. It also provides that grants of 
mineral lands to the State made under (a), (b), and (c) of this section 
are made under the condition that sales, grants, deeds, or patents shall 
be subject to and contain a reservation to the State of all minerals. 
The Attorney General is authorized to take appropriate proceedings 
for forfeiture of any of the lands granted to the State which are dis- 
posed of contrary to these restrictions. 

Subsection (k) provides that for a period of 5 years after date of 
approval of this act, no new order of withdrawal of public lands shall 
foreclose the State from selecting such lands, unless the withdrawal is 
for defense or Coast Guard purposes. 
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Subsection (1) provides that the proceeds arising from the sale or 
disposal of any lands granted for educational purposes shall not be 
used for the support of any sectarian or denominational school, 
college, or university. 

Subsection (m) confirms grants previously made to the Territory 
of Alaska excepting the reservation of sections 16 and 36 in each 
township which were set aside in 1915 for educational purposes in 
the Territory. The repeal of the laws reserving such sections and 
the disposition of the proceeds from them shall not affect the lease or 
other right in effect on the date of admission of the State of Alaska. 

Subsection (n) provides that grants for internal improvements, 
swampland grants, and grants provided for by the Morrill Act of 
1862 shall not be made to Alaska because of the numerous grants 
made in section 205 of this act. 

Subsection (0) extends the provisions of the Submerged Lands Act 
of 1953 to the new State. 

Section 206 (a) provides that the constitution, after formation by 
the convention, shall be submitted to the people for ratification or 
rejection within a period of 75 to 100 days. If the constitution is 
rejected, the Governor shall order the constitutional convention to 
reassemble, draft a new constitution, and proceed as in the case of 
the original constitution. 

Subsection (b) provides that when the constitution is duly ratified, 
a statement of the votes cast thereon, and a certified copy of said 
constitution shall immediately be submitted by the Governor to the 
President who shall forthwith submit said constitution to the Con- 
gress for approval or disapproval. 

Subsection (c) provides that Congress shall report its approval or 
disapproval of the constitution within 60 legislative days. 

Subsection (d) provides that if Congress approves the constitution, 
it shall be certified to the Governor by the President. The Governor 
shall within 30 days call an election to take place not earlier than 2 
months nor later than 6 months after the proclamation was issued. 

Subsection (e) provides that if Congress disapproves the constitu- 
tion, the President shall so notify the Governor who shall order the 
constitutional convention to reassemble and redraft a new constitution. 
The same procedure shall follow as if the constitution were being orig- 
inally submitted. 

Subsection (f) provides that if Congress takes no action on the con- 
stitution within 60 legislative days the constitution shall be deemed 
approved and the procedure will be the same as though it had been 
expressly approved. 

Subsection (g) provides that when the constitution has been duly 
ratified by the people of the Territory of Alaska, a copy shall be sub- 
mitted by the Governor through the President to the Congress for 
approval. Thereafter the procedure prescribed in subsections (e), (d), 
and (f) shall apply. 

Section 207 (a) prescribes in general terms for the holding of the 
general election for choosing the elective State and Federal officials. 
It provides that the President, as soon as the election results have 
been certified to him, shall issue a proclamation announcing the results, 
and thereupon Alaska shall be admitted to statehood and the 2 Sen- 
ators and 1 Representative shall be entitled to their seats in the Con- 
gress of the United States. 


59442—55—_4 


Ce ee ee = see28<4748466° 2% 


a eeeeanre S258 8 Se wr 668 





50 ADMIT HAWAII AND ALASKA INTO THE UNION 


Paragraph 2 provides that upon admission of Alaska to statehood, 
all laws of the United States shall have the same force and effect 
within the State as in other States of the Union. 

Subsection (b) provides that the State of Alaska shall be entitled 
to one Representative in the United States House of Representatives, 
until the taking effect of the next reapportionment, and that such 
Representative shall be in addition to the present membership. It 
further provides that such temporary increase in membership shall 
neither increase nor decrease the permanent membership of the 
House of Representatives as established by the act of November 15, 
1941. 

Section 208 authorizes the appropriation of up to $200,000 for 
defraying the expense of the elections and the constitutional con- 
vention. The Territory is authorized to appropriate additional sums 
out of the Territorial treasury for the same purpose, if necessary. 

Section 209 provides that the care and treatment of the mentally 
ill in Alaska will be assumed by the State but that the Federal Gov- 
ernment will provide continued care for those who are mentally ill 
= are receiving care and treatment at the time Alaska becomes 
a State. 

Section 210 (a) provides that the President may establish, prior to 
Alaska’s admission into the Union, one or more national defense 
withdrawals in Alaska, which withdrawal or withdrawals may be 
terminated at the will of the President. 

Subsection (b) provides that said national-defense withdrawals shall 
not exceed 40 percent of the areas north and west of the following 
line: 

Beginning at the point where the Yukon River crosses the international bound- 
ary between Alaska and Canada; thence downstream along a line parallel to, 
and 1 mile from, the right bank of the Yukon River, to the point of intersection 
of the Yukon River with the meridian of longitude 158 degrees west of Green- 
wich; thence north to the parallel of latitude 65 degrees north, thence westward 
along said parallel to its intersection with the meridian of longitude 169 degrees 
west of Greenwich. 

Subsection (c) reserves to the United States exclusive jurisdiction 
over, as well as sole legislative, judicial, and executive powers within 
such defense withdrawals. 

Subsection (d) stipulates that the laws and functions of the State of 
Alaska will not apply to the withdrawals during the withdrawal period 
but the laws of the Territory in effect prior to admission will continue 
to apply, so long as they are not inconsistent with provisions which 
are made applicable. It provides that the United States commissioners 
shall continue to function; that functions of existing municipal cor- 
porations, school districts, or other local governmental subdivisions 
not inconsistent with provisions made applicable will continue to be 
vested in these Government entities; and that all other functions which 
may be vested in the Territory by Presidential order will be performed 
by agencies or persons designated by him. 

Subsection (d) also provides nothing contained in this subsection is 
intended to limit the authority of Congress in legislating in the matter 
of jurisdiction, nor to limit the authority of the United States District 
Court of Alaska, nor to limit any other authority vested in Congress 
or the President. 

Subsection (d) finally provides that voting rights in present or 
future residents in defense withdrawals shall ‘be iinelie | 








rd 
ue 
ch 
rs 
yr- 
ns 
be 
ch 
ed 


is 
ter 
ict 
ess 


or 





ADMIT HAWAII AND ALASKA INTO THE UNION 51 


Section 211 (a) retains Mount.McKinley National Park under Fed- 
eral ownership and control, but gives the State of Alaska the usual 
rights to serve civil and criminal processes and to levy State taxes on 
private business and persons within the park area. Residents in the 
park will be given the right to vote. 

Subsection (b) reserves to the United States the power of Congress 
to exercise exclusive jurisdiction as provided by article I, section 8, 
clause 17, of the Constitution of the United States over areas which 
have been set aside for military or Coast Guard purposes. Regard- 
less of the manner in which said areas were acquired, the following 
provisos apply: (i) The State of Alaska shall always have the right 
to serve civil or criminal processes, (ii) the right of exclusive juris- 
diction shall not prevent the State from exercising over such lands, 
concurrently with the United States, any jurisdiction which it would 
have without such reservation of authority, and (iii) the right of 
exclusive jurisdiction shall remain in the Federal Government only 
so long as the land invalued is owned by the United States and used 
for military or Coast Guard purposes. 

Subsection (b) finally provides that the provisions aforementioned 
in this subsection shall not apply to the special defense withdrawals 
established under authority of section 210 of this act until they cease 
to be subject to the exclusive jurisdiction reserved by said section. 

Section 212 establishes a United States district court and makes 
the necessary technical amendments to titles 18 and 28 of the United 
States Code. 

Sections 213 through 217 provide for a continuation of suits, the 
succession of courts, the saving of the rights of litigants in the courts. 
These five sections are required by the changeover from Territorial 
status to that of a State. These sections were drafted with the active 
cooperation of the Honorable Albert B. Maris, of the United States 
Circuit Court of Appeals, Third Circuit, Chairman of Chief Justice’s 
Judicial Conference Committee on Revision of the Judicial Code. 
Judge Maris has reviewed the provisions of sections 107 through 112, 
title I and Sections 212 through 217, title II of this bill and has given 
his approval to their adequacy. 

Section 218 amends the Federal Reserve Act to bring Alaska within 
the Federal Reserve System. 

Section 219 repeals the 1914 statute withdrawing certain extensive 
coal lands of Alaska and placing them under Federal control. These 
coal lands will thus be available for selection by the State, and it is 
expected that their development will be greatly spurred. 

Section 220 authorizes the appropriation of $15 million for construc- 
tion and improvement of harbors and for making land surveys. This 
section will assist Alaska in meeting a grave problem in connection 
with utilization of the generous grants of lands made by this act, 
namely, that of surveying it so that it can pass into private hands and 
thus get on the State tax rolls. 

Section 221 (a) provides that the State of Alaska shall come under 
the Federal Road Act of 1916 and be entitled to participate in the 
Federal-aid road program as do the other States. However, since 
roads are so vital to the development of Alaska, this act will limit the 
proportion that the new State will contribute for a period of 15 years 
on the basis which is in effect on the date of approval of this act. 
Otherwise, the State’s selection of public lands would result in its 
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having to bear an increasingly heavy share of the Federal public 
road program just as it was attempting to get started as a State. 

Subsection (b) further aids the development of highways in Alaska 
by authorizing a series of annual appropriations for road construction. 
The total is $47 million, spread over a 6-year period following the date 
of admission. 

Subsection (c) authorizes appropriations totaling $30 million for 
road maintenance in the State of Alaska over a 15-year period following 
the date of admission. 

Subsection (d) provides that all roads, trails, and rights-of-way in 
Alaska which are owned by the Federal Government and administered 
by the Alaska Road Commission and all Federal real and personal 
property in Alaska specifically used by the Alaska Road Commission 
for constructing and maintaining roads and trails shall be transferred 
and conveyed to the State of Alaska. It is believed that among the 
factors that have been retarding Alaska’s development has been the 
reservation of excessively large rights-of-way ranging up to 600 feet 
on either side of the road, along the highways of Alaska. 

It is specifically provided that the sums listed in subsection (a) and 
(c) above that are not appropriated but authorized for any fiscal year 
may be appropriated in any subsequent year. 

Section 222 repeals all Federal and Territorial laws in conflict with 
this act. 

REPORTS OF EXECUTIVE AGENCIES 


Reports from the Departments of Defense, State, and Agriculture 
are set forth below. Favorable recommendations of the Judicial 
Conference Committee of Chief Justice of the United States and of the 
Federal Reserve Board are a matter of record in previous reports. 


THe SECRETARY OF DEFENSE, 
Washington, February 15, 1955, 
Hon. Crain ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, 

Dear Mr. CHarRMAN: Reference is made to your request for the comments 
of the Department of Defense on H. R. 2535 and H. R. 2536, identical bills intro- 
duced in the 84th Congress, to enable the people of Hawaii and Alaska each to 
form a constitution and State governmert and to be admitted into the Union on 
an equal footing with the original States. 

In view of the mature stage of development of the Territory of Hawaii, the 
size of the Territory and the stable character of defense activities, the Department 
of Defense sees no objection to Hawaiian statehood. 

With respect to title II of the bill, however, the Defense Department believes 
it would be in the interest of the national security that Alaska remain a Federal 
Territory for the present. The great size of the Territory, its sparse population 
and limited communications, as well as its strategic location, create very special 
defense problems. Activities of the Armed Forces in Alaska account for a sub- 
stantial portion of the present population of Alaska, and the construction, main- 
tenance, and operation of defense installations constitute the principal activity 
in the Territory. In the light of these facts and the international situation that 
exists today, it seems important that no immediate change in the political status 
of this Federal area be made. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to the Congress. 

Sincerely yours, 


C. E. Wiisox, 
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DEPARTMENT OF AGRICULTURE, 
Washington, February 11, 1955. 
Hon. Ciatr ENGLE, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear ConGRESSMAN ENGLE: Reference is made to your request to the depart- 
mental representative at hearings before your committee on January 25 for a 
report by this Department on H. R. 2535 and H. R. 2536, identical bills, to enable 
the people of Hawaii and Alaska each to form a constitution and State govern- 
ment and be admitted into the Union on an equal footing with the original States. 

The Department’s overall position on these bills may best be set forth by quot- 
ing from the President’s state of the Union address made to the Congress on 
January 6: 

“As the complex problems of Alaska are resolved, that Territory should be 
expected to achieve statehood. In the meantime, there is no justification for 
deferring the admission to statehood for Hawaii. I again urge approval of this 
measure.” 

The following additional comments and recommendations are limited to those 
aspects of the bills which would affect the national forests of Alaska under the 
jurisdiction of this Department: 

1. Page 30, section 205 (a) of these bills would provide in part that the future 
State of Alaska be granted from the national forests a maximum of 400,000 acres 
of vacant and unappropriated land, provided that the lands so granted shall (1) be 
adjacent to established communities or suitable for prospective community centers 
and recreational areas, and (2) have prior approval of the Secretary of Agriculture. 
This Department has no objection to the provisions of this section. 

2. Page 35, section 205 (g) (1). This section provides that in addition to the 
25 percent of national forest receipts paid annually to all States for distribution 
to the counties in which national forest land is located, the future State of Alaska 
would receive annually an additional 124% percent of such receipts. After 
Alaska becomes a State it would have equal status with all other States with respect 
to receiving the 25 percent of national forest receipts paid to States. This we 
believe to be equitable. However, we believe there is no justification for the 
new State of Alaska receiving 374 percent of national forest receipts while other 
States receive only 25 percent. Therefore we suggest that the present section 
205 (g) (1) be deleted. 

3. Page 35. In its place it is suggested that a new subsection 205 (g) be in- 
serted as follows: 

“Section 3 (a) of the joint resolution entitled ‘Joint resolution to authorize 
the Secretary of Agriculture to sell timber within the Tongass National Forest,’ 
approved August 8, 1947 (61 Stat. 920), is hereby repealed. Amounts in the 
special account established under such section on the date of enactment of this 
aet shall be covered into the general fund of the Treasury #nd shall be disposed 
of in accordance with the provisions of law with respect to Cisposition of receipts 
from the national forests. Amounts hereafter received from the sale of timber 
or lands under section 2 of such joint resolution shall be deposited in the Treasury 
to the credit of miscellaneous receipts and shall be disposed of in accordance with 
the provisions of law with respect to disposition of receipts from the national 
forests. In lieu of such special account, there are hereby authorized to be appro- 
priated. such sums as may be necessary to pay such judgments, if any, as may 
result from adverse native claims to timber or lands described in the act of 
August 8, 1947 (61 Stat. 920).”’ 

The reason for the above suggestion is that the Tongass Timber Sale Act of 
August 8, 1947 (61 Stat. 920) provides for the placing in a special account of all 
funds received from the sale of timber or land of the Tongass National Forest to 
reg ime. possible payments in regard to the settlement of Indian or native claims 
to these land and timber values. At that time it was hoped that these claims 
would be settled soon. This has not occurred. In the meantime, the special 
deposit fund has increased to a total of $1,570,260, as of December 31, 1954, and 
should increase very rapidly in the future due to the cutting operations of the new 
pulp mill at Ketchikan. The provisions of the Tongass Timber Sale Act prevent 
the distribution of the 25 percent of timber sale receipts from that national forest 
to the State for local road and school expenditures, and of an additional 10 percent 
of these receipts for national forest road and trail work. Release of these funds is 
desirable to assist the new State. 

The above suggested amendment is in accord with H. R. 3575, section 205 
{g) (2), as passed the Senate on April 1, 1954. 
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4. Page 35, subsection (i), line 20. After “prescribe’’ delete the period and add 
“*, except as provided in subsection (a).” 

There appears to be a conflict between the provisions of section 205 (a) on page 
31, which specifies that national forest lands to be granted to the State of Alaska 
3 shall be selected with the pe 8 rts of the Secretary of Agriculture, and those of 
: section 205 (i), on page 35, which provides that all lands authorized to be granted 
to the State of Alaska shall be selected subject to the regulations and supervision 

of the Secretary of the Interior. This conflict could be corrected by the above 
amendment. 
In view of the time limitation, we have not obtained the advice of the Bureau 
of the Budget regarding the relationship of these bills to the program of the 
President. 
Sincerely yours, 
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True D. Morss, Acting Secretary. 


Fresrouary 4, 1955. 




































Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

Dear Senator Murray: This report is in reply to your letter of January 21, 
1955, asking for the Department’s comment on §. 49, enabling Alaska and Hawaii 
to become States of the United States. 

In your letter you state that the Committee on Interior and Insular Affairs 
is desirous of obtaining from the Department of State a clear statement of the 
effect, if any, the admission of these two Territories as States would have upon 
our foreign relations. It is this Department’s view that such action would 
serve to support American foreign policy and strengthen the position of the 
United States in international relations. This is especially true with respect to 
our participation in the United Nations. You will recall that under chapter XI 
of the United Nations Charter the United States and other members of the 
United Nations have undertaken to develop self-government in non-self-governing 
territories under their administration taking due account of the political aspira- 
tions of the peoples. By their admission as States of the Union, Hawaii and 
Alaska would thus achieve the full measure of self-government contemplated by 
the charter. 

Among the more important tests applied to American policy and actions by 
the nations of Asia, the Near East, Africa, and Latin America is the extent to 
which we manifest our support for the aspirations of dependent Aig er for self- 
government. Inasmuch as the admission of Hawaii and Alaska as States of the 
Union would fulfill the aspirations of the peoples of these Territories as expressed 
in popular referendums, it should redound to our credit among these nations of the 
free world. Such action would also be in stark contrast to the policies of the 
Soviet Union which practices a systematic denial of political liberty in the areas 
where it exercises control. 

With specific reference to section 101 defining the boundaries of Hawaii and 
section 201 defining the boundaries of Alaska, this Department believes that 
these boundaries are consistent with recognized United States sovereignty in 
the areas concerned. It is our understanding that the proposed exclusion of 
Palmyra Island from the jurisdiction of Hawaii in no way affects United States 
sovereignty over that island. 

In view of the shortness of time, this letter has not been cleared with the 
Bureau of the Budget. 

Sincerely yours, 


mt otc an om 


Turuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


CONCLUSION 


A greater amount of information has been assembled regarding 
Hawaii and Alaska than in the case of any other Territory which has 
been admitted to statehood. Effort has been made to study eve 

facet of the effect statehood would have on these Territories as well 
as on the United States. Objective attempts have been made to 
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obtain impartial data on all pro and con arguments presented. Every 
witness who requested permission to appear before the committee and 
to testify either for or against statehood was encouraged to do so. 

After thorough hearings and careful study, the majority of the 
committee members have found the Territories of Hawaii and Alaska 
to be ready, willing, and able to support statehood, and are of the 
opinion that statehood for both Welddbe in the best interests of the 
United States as a whole and of the people of the Territories in 
particular. ; 

Therefore, the committee recommends that the House of Repre- 
sentatives approve H. R. 2535 to admit Hawaii and Alaska to 
statehood. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
amended, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

Sections 107 (b) and 212 (c) of H. R. 2535: 


TitLte 28, Unirep States Cope 


§ 133. APPOINTMENT AND NUMBER OF DISTRICT JUDGES 
The President shall appoint, by and with the advice and consent of the State, 
district judges for the several judicial districts, as follows: 
Districts Judges 
Alabama: 





[Only citizens of the Territory of Hawaii who have resided therein for at least 
three years next preceding shall be eligible for appointment as district judges for 
the district of Hawaii.] 

* * * * * * * 

Section 107 (c): 

TitLe 28, Unirep Statrs Cope 


§ 134. TENURE AND RESIDENCE OF DISTRICT JUDGES. 


(a) The district judges, except in [Hawaii and] Puerto Rico, shall hold office 
during good behavior. The district ie in [Hawaii and] Puerto Rico 
shall hold office for the term[[s] of [six and] eight years, [respectively,] and 
until [their] his successor[s] [are] ts appointed and qualified. 
* a * * * * * 
Section 108: 
TitLz 28, Unirep States Copr 

§ 451. Derrinirions. 

As used in this title: 

The term ‘‘court of the United States’’ includes the Supreme Court of the 
United States, courts of appeals, district courts constituted by chapter 5 of this 
title, [including the district courts of the United States for the districts of Hawaii 
and Puerto ee including the United States District Court for the District of 
Puerto Rico, the Court of Claims, the Court of Customs and Patent Appeals, the 
Customs Court and any court created by Act of Congress the judges of which 
are entitled to hold office during good behavior. 

* * * * 


* * * 
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Section 109 (a): 
TitLe 28, Unirep States CopEe 


§ 501. APPOINTMENT OF UNITED STATES ATTORNEYS. 

The President shall appoint, by and with the advice and consent of the Senate, 
a United States attorney for each judicial district. 

(Only citizens of the Territory of Hawaii who have resided therein for at least 
three years next preceding shall be eligible for appointment as United States 
attorney for the district of Hawaii.] 

Section 109 (b): 


TitLe 28, Unirep States Cope 


§ 504. TENURE AND OATH OF OFFICE; REMOVAL. 


(a) The United States attorney for each judicial district shall be appointed for 

a term of four years[,, except in the district of Hawaii, where the term shall be 

six years]. Upon the expiration of his term a United States attorney shall con- 

tinue to perform the duties of his office until his successor is appointed and qualifies. 
* * * * * * * 


Section 109 (c) and (d): 


TitLe 28, Unirep States Cope 


§ 541. APPOINTMENT, RESIDENCE AND TENURE OF MARSHALS. 
* * * * * * *~ 


(c) Each marshal shall be appointed for a term of four years[[, except in the 
district of Hawaii where the term shall be six years]. Upon the expiration of his 
term a marshal shall continue to perform the duties of his office until his successor 
is appointed and qualifies, unless sooner removed by the President. 

[(d) Only citizens of the Territory of Hawaii who have resided therein at least 
three years next preceding shall be eligible for appointment as United States 
marshal for the district of Hawaii.] 

Section 112 (a), Section 212 (e) and (f): 


Titte 28, Unirep States Cope 


§ 1252. DrrecT APPEALS FROM DECISIONS INVALIDATING ACTS OF CONGRESS 


Any party may appeal to the Supreme Court from an interlocutory or final 
judgment, decree or order of any court of the United States, [the District Court 
for the Territory of Alaska,] the United States District Court for the District 
of the Canal Zone and the District Court of the Virgin Islands and any court of 
record of [Alaska, Hawaii and] Puerto Rico, holding an Act of Congress un- 
constitutional in any civil action, suit, or proceeding to which the United States 
or any of its agencies, or any officer or employee thereof, as such officer or 
employee, is a party. 

* * * * * * * 


Section 112 (b): 
TitLe 28, Unrrep States Copr 


§ 1293. FINAL DECISIONS OF PUERTO RICO [AND HAWAII] SUPREME couRT[s] 


The court[s] of appeals for the First [and Ninth] Circuit[s] shall have juris- 
diction of appeals from all final decisions of the supreme court[[s] of Puerto Rico 
[and Hawaii, respectively,}] in all cases involving the Constitution, laws or 
treaties of the United States or any authority exercised thereunder, in all habeas 
corpus proceedings, and in all other civil cases where the value in controversy 
exceeds $5,000, exclusive of interest and costs. 

Sections 112 (c) and 212 (g): 


TitLe 28, Unitrep States Cope 


§ 1294. CrrcUITS IN WHICH DECISIONS REVIEWABLE. 

Appeals from reviewable decisions of the district and territorial courts shall be 
taken to the courts of appeals as follows: _ 

(1) From a district court of the United States to the court of appeals for the 
circuit embracing the district; 

({(2) From the District Court for the Territory of Alaska or any division thereof, 
to,the Court of Appeals for the Ninth Circuits] 
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[£(3)] (2) From the United States District Court for the District of the Canal 
Zone, to the Court of Appeals for the Fifth Circuit; 

[(4)] (3) From the District Court of the Virgin Islands, to the Court of 
Appeals for the Third Circuit; 

fs) From the Supreme Court of Hawaii to the Court of Appeals for the 
Ninth Circuit;] 

£(6)] (4) From the Supreme Court of Puerto Rico, to the Court of Appeals for 
the First Circuit; 

£(7)] (4) From the District Court of Guam, to the Court of Appeals for the 
Ninth Circuit. 

* * * * * * * 
Sections 112 (d) and 212 (d): 


TitLe 28. Unitrep States Cope 


§ 373. JUDGES IN TERRITORIES AND POSSESSIONS, 

Any judge of the United States District Courts for the districts] of [Hawaii 
or] Puerto Rico, [the District Court for the Territory of Alaska,] the United 
States District Court for the District of the Canal Zone or the District Court 
of the Virgin Islands [and any justice of the Supreme Court of the Territory 
of Hawaii] who resigns, retires, or fails of reappointment or is removed by the 
President of the United States upon the sole ground of mental or physical dis- 
ability, after attaining the age of seventy years and after serving as judge of one 
or more of such courts, at least sixteen vears, continuously or otherwise, shall 
continue to receive the salary which he received when he relinquished office. 

* * * * * * * 

Section 112 (e) and (f): 


Act or Aprit 30, 1900 (31 Star. 159), As AMENDED 


[Sxc. 86. The laws of the United States relating to removal of causes, appeals 
and other matters and proceedings as between the courts of the United States 
and the courts of the several States shall govern in such matters and proceedings 
as between the courts of the United States and the courts of the Territory of 
Hawaii. 

[Sxc. 92. That the following officers shall receive the following annual salaries, 
to be paid by the United States: The governor, $15,000; the secretary of the 
Territory, $5,400; the chief justice of the Supreme Court of the Territory, $7,500; 
the associate judges of the Supreme Court, $7,000 each; the judges of the circuit 
courts, $6,000 each; the United States district attorney, $5,000; the United States 
marshal, $5,000. The governor shall receive annually from the United States, 
in addition to his salary, (1) the sum of $1,000 for stationery, postage, and in- 
cidentals, and (2) his traveling expenses while absent from the capital on official 
business. The governor is authorized to employ a private secretary who shall 
receive an annual salary of $3,000, to be paid by the United States.] 


Act or May 29, 1928 (45 Star. 997), as AMENDED 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the following salaries shall be paid to the 
several judges hereinafter mentioned, namely: 

[To the chief justice of the Supreme Court of the Territory of Hawaii, $10,500 
per year, and to each of the associate justices thereof the sum of $10,000 per year. 

[To each of the justices of the Circuit Court for the First Circuit of the Territory 
of Hawaii the sum of $7,500 and to each of the justices of the Circuit Courts for 
ey ae Third, Fourth, and Fifth Circuits of the Territory of Hawaii the sum 
of $7,000. 

Rec. 2. That all of said salaries shall be paid in equal monthly installments. 

. [Sec. 3. This Act shall take effect on the first day of the first month next follow- 
ings its approval. 

Sections 112 (g) and 212 (k): 


TitLte 18, Unirep States Cope 


§ 3771. ProcepURE TO AND INCLUDING VERDICT 


The Supreme Court of the United States shall have the power to prescribe, 
from time to time, rules of pleading, practice, and procedure with respect to any 
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or all proceedings prior to and nen verdict, or finding of guilty or not guilty 
by the court if a jury has been waived, or plea of guilty, in criminal cases and 
proceedings to punish for criminal contempt of court in the United States district 
courts, in the district courts for [the Territory of Alaska, ] the district of the Canal 
Zone and the Virgin Islands, in the “44 gr teet Court[s] of [Hawaii and] Puerto 
Rico, and in proceedings before Uni States commissioners. Such rules shall 
not take effect until they have been reported to Congress by the Chief Justice 
at or after the beginning of a regular session thereof but not later than the first 
day of May, and until the expiration of ninety days after they have been thus 
reported. All laws in conflict with such rules shall be of no further force or effect 
after such rules have taken effect. 


* * * * * * . 
Sections 112 (h) and 212 (1): 


TitLE 18, Unitep States Cope 


§ 3772. PrRocepURE AFTER VERDICT 


The Supreme Court of the United States shall have the power to prescribe, from 
time to time, rules of practice and procedure with respect to any or all proceedings 
after verdict, or finding of guilt by the court if a jury has been waived, or plea of 

uilty, in criminal cases and proceedings to punish for criminal contempt in the 
Tnited States district courts, in the district courts for [the Territory of Alaska, ] 
the District of the Canal Zone, and the Virgin Islands, in the Supreme Court[s] of 

Hawaii and] Puerto Rico, in the United States courts of appeals, in the United 

tates Court of Appeals for the District of Columbia, and in the Supreme Court 
of the United States. This section shall not give the Supreme Court power to 
abridge the right of the accused to apply for withdrawal of a plea of guilty, if 
such application be made within ten days after entry of such plea, and before 
sentence is imposed. 

* * * * * * * 
Sections 115 and 218: 


Section 2 or FeperAt Reserve Act (38 Strat. 251, 252) 


Sec. 2. As soon as practicable, the Secretary of the Treasury, the Secretary of 
Agriculture and the Comptroller of the Currency, acting as ‘‘The Reserve Bank 
Organization Committee,” shall designate not less than eight nor more than 
twelve cities to be known as Federal Reserve cities, and shall divide the continental 
United States, excluding Alaska, into districts, each district to contain only one 
of such Federal Reserve cities. The determination of said organization committee 
shall not be subject to review except by the Federal Reserve Board when organized: 
Provided, That the districts shall be apportioned with due regard to the con- 
venience and customary course of business and shall not necessarily be coterminous 
with any State or States. The districts thus created may be readjusted and new 
districts may from time to time be created by the Federal Reserve Board, not to 
exceed twelve in all. Such districts shall be known as Federal Reserve districts 
and may be designated by number. [[A majority of the organization committee 
shall constitute a quorum with authority to act.] When any State is hereafter 
admitted to the Union the Federal Reserve districts shall be readjusted by the Board 
of Governors of the Federal Reserve System in such manner as to include such State. 

ry national bank in any State shall, upon commencing business or within ninety 
days after admission into the Union of the State in which it is located, become a 
member bank of the Federal Reserve System by subscribing and paying for stock in the 
Federal Reserve bank of its district in accordance with the provisions of this Act and 
shall thereupon be an insured bank under the Federal Deposit Insurance Act, and 
failure to do so shall subject such bank to the penalty provided by the sixth paragraph 
of this section. 

* * * * * * . 


Section 116 (b): 


MercHant Marine Act or 1936, as AMENDED, TiTLe 46, Unirep States Cove 


Sec. 1156. Every owner of a vessel for which a construction-differential sub- 
sidy has been paid shall agree that the vessel shall be operated exclusively in 
foreign trade, or on a round-the-world voyage, or on a round veyage from the 
west coast of the United States to a European port or ports which includes inter- 
coastal ports of the United States, or a round voyage from the Atlantic coast of 
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the United States to the Orient which includes intercoastal ports of the United 
States, or on a voyage in foreign trade on which the vessel may stop at an island 
state, island possession or island territory of the United States, and that if the 
vessel is operated in the domestic trade on any of the above-enumerated services, 
he will pay annually to the Secretary of Commerce thet proportion of one- 
twentieth of the construction-differential subsidy paid for such vessel as the gross 
revenue derived from the domestic trade bears to the gross revenue derived 
from the entire voyages completed during the preceding year. 
* * * * * * * 

Ste. 1175. No operating-differential subsidy shall be paid for the operation 
of any vessel on a voyage on which it engeges in coastwise or intercoastal trade: 
Provided, however, That such subsidy may be paid on a round-the-world voyage or 
a round voyage from the west coast of the United States to a European port or 
ports or a round voyage from the Atlantic coast to the Orient which includes 
intercoastal ports of the United States or a voyage in foreign trade on which the 
vessel may stop eat an is/and state, island possession or island territory of the 
United States, and if the subsidized vessel earns any gross revenue on the carriage 
of mail, passengers, or cargo by reason of such coastal or intercoastal trade the 
subsidy payment for the entire voyage shall be reduced by an amount which 
bears the same ratio to the subsidy otherwise payable as such gross revenue bears 
to the gross revenue derived from the entire voyage. 

* * * * * * * 


Sec. 1204. * * * (d) the balance of the purchase price shall be paid within 
the years remaining of the twenty years after the date of delivery of the vessel 
under the charter and in approximately equal annual installments, except that the 
first of said installments, which shall be payable upon the next ensuing anniver- 
sary date of such delivery under the charter, shall be a proportionate part of the 
annual installment, interest to be payable upon the unpaid balances of 3% per 
centum per annum from the date of purchase. 

Such charter shall provide for operation of the vessel exclusively in foreign 
trade, or on a round-the-world voyage, or on a round voyage from the west coast 
of the United States to a European port or ports which includes intercoastal ports 
of the United States, or a round voyage from the Atlantic coast of the United 
States to the Orient which includes intercoastal ports of the United States, or on 
a voyage in foreign trade on which the vessel may stop at an island state, island 
possession, or island Territory of the United States, and if the vessel is operated 
in the domestic trade on any of the above-enumerated services the charterer will 
pay annually to the Secretary of Commerce that proportion of one-twentieth of 
the difference between the domestic and foreign cost of such vessel as the gross 
revenue derived from the domestic trade bears to the gross revenue derived from 
the entire voyages completed during the preceding year. 

x * * * * * * 

Section 205 (m): 


Tite 48, Unirep States Cope (Sec. 353) 
SECTION 1 OF ACT OF MARCH 4, 1915 (38 STAT. 1214) AS AMENDED 


[When the public lands of the Territory of Alaska are surveyed, under direction 
of the Government of the United States, sections numbered sixteen and thirty-six 
in each township in said Territory shall be, and the same are hereby, reserved from 
sale or settlement for the support of common schools in the Territory of Alaska; 
and section thirty-three in each township in the Tanana Valley between parallels 
sixty-four and sixty-five north latitude and between the one hundred and forty- 
fifth and the one hundred and fifty-second degrees of west longitude (meridian 
of Greenwich) shall be, and the same is hereby, reserved from sale or settlement for 
the support of a territorial agricultural college and school of mines when established 
by the Legislature of Alaska upon the tract granted in section two of this Act: 
Provided, That where settlement with a view to homestead entry has been made 
upon any part of the sections reserved hereby before the survey thereof in the 
field, or where the same may have been sold or otherwise appropriated by or under 
the authority of any Act of Con , or are wanting or fractional in quantity 
other lands may be designated oad reserved in lieu thereof in the manner provided 
by the Act of Daneman of February twenty-eighth, eighteen hundred and ninety- 
one (Twenty-sixth Statutes, page seven hundred and ninety-one): Provided 
further, That the Territory may, by general law, provide for leasing said land in 


area not to exceed one section to any one person, association, »r corporation for 
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not longer than ten years at any one time: And provided further, That the entire 
proceeds or income derived from said reserved lands, are hereby appropriated and 
set apart as separate and permanent funds in the Territorial treasury, to be 
invested and the income from which shall be expended only for the exclusive use 
and benefit of the public schools of Alaska or of the agricultural college and school 
of mines, respectively, in such manner as the Legislature of Alaska may by law 
direct. 

(Nothing in this Act shall affect any lands included within the limits of existing 
reservations of or by the United States, or lands subject to or included in any valid 
application, claim, or right initiated or held under any laws of the United States 
unless and until such reservation, application, claim, or right is extinguished, 
relinquished, or canceled. 

[All deposits of oil, gas, oil shale, phosphate, sodium, and potassium in the 
reserved lands together with the lands containing such deposits shall be subject to 
disposition under the Mineral Leasing Act of February 25, 1920 (41 Stat. 437), 
as amended, and all deposits of coal in the reserved lands together with the lands 
containing such deposits shall be subject to disposition under the Alaska Coal 
Leasing Act of October 20, 1914 (38 Stat. 741), as amended. Ninety per centum 
of the entire proceeds or income derived by the United States from any disposition 
of the minerals in the reserved lands under the mineral leasing laws, as herein 
provided, are hereby appropriated for payment to the Territorial treasury, where 
such sums shall be set apart as permanent funds, to be invested and the income 
expended for the same purposes and in the same manner as hereinbefore provided 
for. The other ten per centum of the entire proceeds or income shall be deposited 
in the United States Treasury as miscellaneous receipts. 

[Any person qualified to hold an oil and gas lease who had first filed in point of 
time and had pending on January 15, 1953, an offer or application for an oil and 
gas lease for any lands subject to this Act, which lands on said date were within 
the limits of a unitized area created by unit agreement approved by the Secretary 
of the Interior, and which lands on the date the application for an oil and gas lease 
was filed were not situated within the known geologic structure of a producing oil 
and gas field, shall have a preference right over others to an oil and gas lease of 
such lands. 

[Upon the transfer to any future State erected out of the Territory of Alaska 
of title to any of the reserved lands, the provisions of this amendment shall cease 
to apply to the reserved lands, title to which is so transferred. Any lease, permit, 
or contract made pursuant to this amendment which is in effect at the time of 
any such transfer of title to the lands covered by the lease, permit, or contract 
shall not be terminated or otherwise affected by such transfer of title; but all 
right, title, and interest of the United States under such lease, permit, or contract, 
including any authority to modify its terms and conditions that may have been 
retained by the United States, shall vest in the State to which title to the lands 
covered by the lease, permit, or contract is transferred. 

[The Secretary of the Interior is hereby authorized to make all necessary rules 
and regulations in harmony with the provisions and purposes of this Act for the 
purpose of carrying the same into effect, including such provisions as he may 
deem equitable to assure compensation of surface lessees for damages to crops 01 
improvements on, or impairment of the surface utilization of, the reserve lands 
by the holder of a mineral lease, or contract issued under this Act: Provided, That 
such damages, if any, may be subject to judicial review.] 





TitLe 30, Unirep States Cope (Sec. 191) 
SECTION 35 OF THE ACT OF FEBRUARY 25, 1920 (41 STAT. 450), AS AMENDED 


Sec. 35. All money received from sales, bonuses, rovalties, and rentals of public 
lands under the provisions of this Act shall be paid into tne Treasury of the 
United States; 37% per centum thereof shall be paid by the Secretary of the 
Treasury as soon as practicable after December 31 and June 30 of each year to 
the State or the Territory of Alaska within the boundaries of which the leased 
lands or deposits are or were located; said moneys to be used by such State, Terri- 
tory, or subdivisions thereof for the construction and maintenance of public roads 
or for the support of public schools or other public educational institutions, as the 
legislature of the State or Territory may direct; and, excepting those from Alaska, 
5244 per centum thereof shall be paid into, reserved and appropriated, as a part 
of the reclamation fund created by the Act of Congress known as the Reclamation 
Act, approved June 17, 1902: Provided, That all moneys which may accrue to the 
United States under the provisions of this Act from lands within the naval petro- 
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leum reserves shall be deposited in the Treasury as ‘‘miscellensous receipts’, as 
provided by the Act of June 4, 1920 (41 Stat. 813), as amended June 30, 1938 
(52 Stat. 1252, 34 U.S. C., see. 524). All moneys received under the provisions 
of this Act not otherwise disposed of by this section shall be credited to miscel- 
laneous receipts. [Nothing herein contained shall be construed to affect the 
disposition of proceeds or income derived by the United States from mineral 
school sections in the Territory of Alaska as provided for in the Act of March 4, 
1915 (38 Stat. 1214, 1215; 48 U.S. C., see. 353), as amended. J 





Section 212 (a) and (b): 
ANALYSIS OF CHAPTER 5, TITLE 28, UNITED STATES CODE 


Cuaptrer 5—Distrrict Courts 
See. 
81. Alabama. 
8i1A. Alaska. 
82. Arizona, * * * 


§ 81. * * * 
§ 81A. Alaska 
Alaska constitutes one judicial district. 


Court shall be held at Anchorage, Fairbanks, Juneau, and Nome. 
§ 82. * * * 


* * * , * * * * 
Section 212 (c): 


TITLE 28, UNITED STATES CODE 


TitLe 28, Unirep States Cope 
§ 133. APPOINTMENT AND NUMBER OF DISTRICT JUDGES. 
The President shall appoint, by and with the advice and consent of the Senate, 


district judges for the several judicial districts, as follows: 
Districts 


Judges 
Alabama: 
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Section 212 (e): 
TirLe 28, Unirep States Copr 


§$ 460. Application TO [ALASKA,] CANAL ZONE, GUAM AND VIRGIN ISLANDS. 

Sections 452-459 of this chapter shall also apply to [the District Court for the 
Territory of Alaska,] the United States District Court for the District of the 
Canal Zone, the District Court of Guam and the District Court of the Virgin 
Islands and the judges thereof. 

* * * OK * ” * 
§ 610. CouRTS DEFINED. 

As used in this chapter the word “‘courts”’ includes the courts of appeals and 
district courts of the United States, [the District Court for the Territory of 
Alaska, ] the United States District Court for the District of the Canal Zone, the 
District Court of Guam, the District Court of the Virgin Islands, the Court of 
Claims, the Court of Customs and Patent Appeals, and the Customs Court. 

* * * * * * 
§ 753. Reporrers. 

(a) Each district court of the United States, [the District Court for the Terri- 
tory of Alaska,] the United States District Court for the District of the Canal 
Zone, the District Court of Guam, and the District Court of the Virgin Islands 
shall appoint one or more court reporters. * * * 

* * * * * * * 
§ 1291. FINAL DECISIONS OF DISTRICT COURTS. 


The courts of appeals shall have jurisdiction of appeals from all final decisions 
of the district courts of the United States, [the District Court for the Territory 
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of Alaska,] the United States District Court for the District of the Canal Zone, 
the District Court of Guam, and the District Court of the Virgin Islands, except 
where a direct review may be had in the Supreme Court. 

* * * * * * * 
§ 1292. INTERLOCUTORY DECISIONS. 


The courts of appeals shall have jurisdiction of appeals from: 

(1) Interlocutory orders of the district courts of the United States, [the Dis- 
trict Court for the Territory of Alaska,] the United States District Court for 
the District of the Canal Zone, the District Court of Guam, and the District 
Court of the Virgin Islands, or of the judges thereof, granting, continuing, modi- 
fying, refusing, or dissolving injunctions, or refusing to dissolve or modify injunc- 
tions, except where a direct review may be had in the Supreme Court; * * * 

. * * * * * * 
§ 1346. UNITED STATES AS DEFENDANT. 
* * * * * . * 


(b) Subject to the provisions of chapter 171 of this title, the district courts, 
together with [the District Court for the Territory of Alaska, ] the United States 
District Court for the District of the Canal Zone and the District Court of the 
Virgin Islands, shall have exclusive jurisdiction of civil actions on claims against 
the United States, for money damages, accuring on and after January 1, 1945, 
for injury or loss of property, or personal injury or death caused by the negligent 
or wrongful act or omission of any employee of the Government while acting 
within the scope of his office or employment, under circumstances where the 
United States, if a private person, would be liable to the claimant in accordance 
with the law of the place where the act or omission occurred. * * * 

* * * * * _* * 

Section 212 (h): 

Titte 28, Untrep Srates Copr 


§ 2410. AcTIONS AFFECTING PROPERTY ON WHICH UNITED STATES HAS LIEN. 

(a) Under the conditions prescribed in this section and section 1444 of this title 
for the protection of the United States, the United States may be named a party 
in any civil action or suit in any district court, [including the District Court for 
the Territory of Alaska,] or in any State court having jurisdiction of the subject 
matter, to quiet title to or for the foreclosure of a mortgage or other lien upon real 
or personal property on which the United States has or claims a mortgage or 
other lien. * * * 

* * * * * + * 
Section 212 (i): 
TitrLe 18, Unirep States Cope 


§ 3241. JURISDICTION OF OFFENSES UNDER CERTAIN SECTIONS. 


The [District Court for the Territory of Alaska, the] United States District 
Court for the Canal Zone and the District Court of the Virgin Islands shall have 
jurisdiction of offenses under the laws of the United States, not locally inapplicable, 
committed within the territorial jurisdiction of such courts, and jurisdiction, 
concurrently with the district courts of the United States, of offenses against the 
laws of the United States committed upon the high seas. 

4 * * * * 


Section 212 (j): 


* * 


TirLe 18, Unirep States Cops 


§ 3401. Perry OFFENSES; APPLICATION OF PROBATION LAWS FEES. 


* * * (e) This section shall not apply to the District of Columbia nor shall it 
repeal or limit existing jurisdiction, power or authority of commissioners appointed 
{for Alaska or] in the several national parks. 


* * * * * * * 
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Section 212 (m): 
TirLe 28, Unirep States Cope 


§ 2072. RuLEs OF CIVIL PROCEDURE FOR DISTRICT COURTS. 
The Supreme Court shall have the power to prescribe, by general rules, the 
forms of process, writs, pleadings, and motions, and the practice and procedure 


of the district courts of the United States [and of the District Court for the 
Territory of Alaska] in civil actions. * * * 


* * os * * * 


Section 219: 


* 


Tirte 48, Unrrep States Cope, Sec. 433 
SECTION 2 OF THE ACT OF OCTOBER 20, 1914 (38 STAT. 742) 


[Sec. 2. That the President of the United States shall designate and reserve 
from use, location, sale, lease, or disposition not exceeding five thousand one 
hundred and twenty acres of coal-bearing land in the Bering River field and not 
exceeding seven thousand six hundred and eighty acres of coal-bearing Jand in 
the Matanuska field, and not to exceed one-half of the other coal lands in Alaska: 
Provided, That the coal deposits in such reserved areas may be mined under the 
direction of the President when, in his opinion, the mining of such coal in such 
reserved areas, under the direction of the President, becomes necessary, by reason 
of an insufficient supply of coal at a reasonable price for the requirements of Gov- 
ernment works, construction and operation of Government railroads, for the Navy, 
for national protection, or for relief from monopoly or oppressive conditions. ] 
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APPENDIXES 


AppEeNpDIx A 
BOUNDARIES OF THE STATE OF HAWAII 


The Committee on Interior and Insular Affairs gave careful study 
to the various proposals for delineating the new boundaries of the 

new State of Hawaii. After lengthy “consideration it was agreed 
the following metes-and-bounds description by latitude and longitude 
should be incorporated by reference in the record: 


The State of Hawaii shall consist of all the territory now included in the said 
Territory of Hawaii (except the atoll known as Palmyra Island together with its 
appurtenant reefs and territorial waters), more particularly described as follows: 
All the islands and other bodies of land exposed at low tide that form the Hawaiian 
Archipelago together with the reefs and territorial waters appurtenant to such 
islands and other bodies of land, except the Midway Islands together with their 
appurtenant reefs and territorial waters. For the purpose of this provision the 
Hawaiian Archipelago is defined as the islands and other bodies of land exposed 
at low tide, whether now or hereafter existing, that lie within the following line: 
Beginning at the intersection of the meridian of longitude 154 degrees west with 
the parallel of latitude 25 degrees north; thence west along said parallel to its 
intersection with the meridian of longitude 166 degrees west; thence north along 
said meridian to its intersection with the parallel of latitude 27 degrees north; 
thence west along said parallel to its intersection with the meridian of longitude 
175 degrees west; thence north along said meridian to its intersection with the 
parallel of latitude 29 degrees north; thence west along said parallel to its inter- 
section with the meridian of longitude 179 degrees west; thence south along said 
meridian to its intersection with the parallel of latitude 24 degrees north; thence 
east along said parallel to its intersection with the meridian of longitude 169 
degrees west; thence south along said meridian to its intersection with the parallel 
of latitude 21 degrees north; thence east along said parallel to its intersection with 
the meridian of longitude 161 degrees west; thence south along said meridian to its 
intersection with the parallel of latitude 18 degrees north; thence east along said 
parallel to its intersection with the meridian of longitude 154 degrees west; thence 
north along said meridian to the place of beginning; all of said meridians of longi- 
tude being described by reference to the number of degrees west of Greenwich, 
and all of said parallels of latitude being described by reference to the number of 
degrees north of the Equator. For the purposes of this provision, territorial 
waters are defined as all inland waters, all waters between the line of mean high 
tide and the line of ordinary low water, and all waters seaward to a line three 
geographical miles distant from the coast line, said coast line being described as 
the line of ordinary low water along that portion of the coast which is in direct 
contact with the open sea and the line marking the seaward limit of inland waters. 


The foregoing language was drafted by the Department of the 
Interior and the Senate committee staff after a conference in 1953, held 
at the request of the committee, by representatives of the Depart- 
ments of State, Interior, Navy, and Justice, the Coast and Geodetic 
Survey, the Civil Aeronautics Board, the Maritime Administration, 
and others. 

A map showing the areas of the Hawaiian Archipelago which would 
be enclosed within the rectilinear perimeter delineated in the quoted 
language is published as the appendix. This map was prepared in the 
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Department of the Interior with technical assistance from the Legisla- 
tive Reference Service of the Library of Congress. 

The attention of the Members of the House is invited to the letters 
of the Assistant Attorney General of the United States dated January 
13, 1954, and the General Counsel of the Department of Defense 
dated January 1954, set forth in full below, on the question of 
boundaries. 


DEPARTMENT OF JUSTICE, 
Washington, January 13, 1954. 
Hon. Guy Corpon, 
Chairman, Subcommittee on Territories and Insular Affairs, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear SENATOR Corpon: This is in response to your recent request for comments 
on confidential committee print No. 3 of Senate bill 49, to provide statehood for 
Hawaii, with respect to submerged lands and boundary questions. 

As you know, the only Territorial description of the new State contained in 
the bill is the provision of section 1 that “the State of Hawaii shall consist of all 
the territory now included in the said Territory of Hawaii.’”’” However, there is 
no existing authoritative designation of the area included in the Territory, and 
there is at least some degree of doubt as to the extent of interisland waters 
embraced in the Territory and the inclusion of certain islands, particularly 
Johnston and the Midway Islands. The Organic Act of the Territory (31 Stat. 
141, Sec. 2; Apr. 30, 1900) describes it merely as consisting of the islands acquired 
under the joint resolution of annexation. That resolution, in turn, refers merely to 
“The Hawaiian Islands and their dependencies”? (30 Stat. 750; July 7, 1898). 
The report of the Commission on Annexation (S. Doc. 16, 55th Cong., 3d sess., 
p. 4; Dee. 6, 1898) enumerates the Hawaiian Islands, including Palmyra and 
omitting Johnston and the Midway Islands and Kingman Reef. This is generally 
accepted as being correct; but it may be noted that Johnston Island is considered 
part of Honolulu County at least for census purposes (see Webster’s Geographic 
Dictionary (1949), p. 521) and was said by the sixth report of the United States 
Geographic Board (1933), page 401, to belong to Hawaii. By a dietum in 
United States v. Fullard-Leo (331 U. 8. 256, 262, 1947), the Supreme Court indi- 
cated that Johnston Island was not part of Hawaii. There is similar doubt as 
to the water area of the Territory. he Second Act of Kamehameha III (1846) 
and a Privy Council resolution of 1850 asserted jurisdiction over interisland 
channel waters, the former even asserting the right by proclamation to exclude 
foreign shipping, apparently indicating that the waters were regarded as inland 
rather than merely Territorial. However, the statute was repealed by section 
1491 of the Civil Code of 1859, and the Privy Council resolution has been held 
to have been ultra vires (Territory of Hawaii v. Liliuokalani, 14 Hawaii 88, 1902). 
Nevertheless, the view has often been expressed that the interisland channels 
remain part of the Territory. In view of these doubts, it may be considered 
desirable to define the new State explicitly. 

On March 26, 1953, a conference was held between representatives of the 
Departments of State, Interior, Navy, and Justice, the Coast and Geodetic 
Survey, the Civil Aeronautics Board, the Bureau of the Budget, the Maritime 
Administration, and others, to discuss the general problem. he tentative con- 
clusion was there reached that it would be most desirable to describe the new 
State as including all islands within a described perimeter. For that purpose the 
Interior Department suggested a parallelogram rather closely embracing Hawaii 
and extending roughly northwest by west so as to take in Kure, but excluding 
Johnston Island and Kingman Reef. To the islands within that area should be 
added Palmyra, held to belong to Hawaii in United States v. Fullard-Leo (331 U.S. 
256, 1947). The Navy Department, as the sole occupant of the Midway Islands, 
suggested that they should be specifically excluded from the new State, as they are 
not included within the Territory although lying within the proposed perimeter. 
The rectilinear perimeter described in the proposed amendment furnished to me 
by Mr. French has the same advantages, with the added advantage that whether 
any given location was inside or outside of the line could be determined directly 
from its latitude and longitude, without need for the computation or graphic 
inspection that would be required in the case of a diagonal boundary. Like the 
diagonal perimeter, it excludes Johnston Island and Kingman Reef. 
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The conference referred to did not intend that the water area within the pro- 
posed perimeter should be claimed, but no specific decision was reached as to 
what water area should be included in the State. The House Committee on 
Interior and Insular Affairs had been studying the general question of seaward 
boundaries, pursuant to House Resolution 676 of the 82d Congress (see H. Rept. 
No. 2515, 82d Cong.), and the feeling was that if that study were to be continued 
the Hawaiian question should be dealt with as part of it and not separately. 
However, it now appears that the House committee is not pursuing the subject 
further; and as the problem is particularly pressing with respect to Hawaii, it 
seems that it should be dealt with here. The suggestion has sometimes been 
made that the usual rules for Territorial waters might be liberalized in the case 
of archipelagoes, but the United States has not adopted such a policy. Serious 
questions of policy, both domestie and foreign, are involved, which do not coneern 
this Department. Domestically, whether the waters between the islands were 
Territorial waters or high seas would determine, for example, whether or not 
interisland commerce were intrastate and so subject to local regulation. Inter- 
nationally, such questions would be presented as whether the United States were 
entitled to exclusive fishing rights in those waters. In any case, there would be 
no right to exclude innocent passage of foreign merchant vessels, unless the chan- 
nels were claimed as inland water, as was apparently done by the Second Act of 
Kamehameha III. Heretofore, as you know, the policy of the United States has 
been in general to maintain maximum freedom of the seas, with corresponding 
strict limitation of our own claims of inland waters and restriction of our claim of 
marginal sea to 3 miles. The advantages thus gained for our commercial and 
naval operations throughout the world have been thought to outweigh any defen- 
sive disadvantage resulting from the restriction of our own marginal belt. Your 
proposed amendment expressly adopts the 3-mile rule, thus adhering to the 
traditional policy, but does not specifically deal with the possible claim of the 
channels as inland waters, although I assume that you do not intend to advance 
such aclaim. If those channel waters are not claimed as either inland or Terri- 
torial, they will of course remain high seas, with the United States having no 
special rights in them except to the extent that there is an ‘island shelf”’ in which 
an interest is claimed similar to that in the Continental Shelf. Since such a shelf 
area beyond ‘lerritorial waters is outside State boundaries, there is no occasion 
to refer to it in this act. 

With respect to lands beneath navigable waters, some provision such as section 
3 (f) is probably desirable, to avoid any question as to whether the Submerged 
Lands Act applies to Hawaii. However, I should prefer to avoid use in that 
connection of the phrase ‘“‘equal footing’ which appears in Coufidential Committee 
Print No. 3 and in your first proposed substitute wording, a copy of which was 
received from Mr. French on December 11. This phrase, of course, does not 
appear in your second proposed substitute, as dictated by you by telephone on 

ecember 11. 

As a further comment on your first proposed substitute, I believe that the 
phrase ‘lands and waters” in the fourth line should be “lands and natural re- 
motel since the Submerged Lands Act gives to the States no rights in waters 
as such. 

Your second proposed substitute, as taken down over the telephone, begins 
“There is hereby,” etc. That should, I think, be ‘There are hereby,’’ ete., and 
may have been so written by you. As worded, this substitute seems to contain 
an affirmative implication that the Submerged Lands Act was only applicable, as 
enacted, to existing States. While the point may not be free from doubt, it 
seems preferable not to enploy any wording tending to resolve in that direction 
the doubt as to the meaning of that act. I wonder if it would not be simpler and 
more noncommittal merely to provide something like this: ‘‘Public Law 31, 83d 
Congress, Ist session (67 Stat. 29), shall be applicable to the State of Hawaii, 
and that State shall have the same rights as do existing States thereunder.” 

I am advised by the Bureau of the Budget that the views herein expressed do 
not conflict with the President’s program. 

Sincerely yours, 
J. Lee Rank, 
Assistant Attorney General. 
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GENERAL CoUNSEL OF THE DEPARTMENT OF DEFENSE, 
Washington 25, D. C., January 19, 1954. 
Hon. Hvucu But er, 


Chairman, Committee on Interior and Insular Affairs, 


United States Senate. 

Dear Senator Butuer: I refer to your letter of January 13 to the Secretary of 
Defense relating to the provision in S. 49, the Hawaiian statehood bill, which 
would limit the new State of Hawaii to a sea boundary of 3 miles from the coasts 
of the several islands which will comprise the State. Your specific question was 
whether this provision would limit or reduce whatever jurisdiction or control the 
Department of Defense may now have over the waters adjacent to Hawaii. 

he jurisdiction and control exercised by the United States in the Territorial 
waters is sometimes expanded for defense purposes by the estabiishment of mari- 
time control areas, air space reservations, and defensive sea areas. This capacity 
to police the water areas contiguous to the coasts of the United States exists 
in exactly the same measure whether these areas are contiguous to the various 
States of the United States or contiguous to its Territories. 

The admission of the Territory of Hawaii as a State of the United States on 
the basis of the traditional 3-mile Territorial waters belt would not in any way 
affect the jurisdiction and control which may be exercised for defense purposes in 
maritime control areas, air space reservations, or in defensive sea areas. The 
right to establish in any reasonable manner special jurisdiction over certain areas 
of the high seas beyond the traditional 3-mile Territorial waters belt is well 
recognized in international law as a right which a sovereign may exercise to insure 
adequate protection of its Territory. The change of the status of an area from a 
Territory to a State does not affect this right under international law. The 
Department of Defense does not claim any special jurisdiction or control beyond 
the 3-mile Territorial limits other than the right to establish defensive measures as 
described herein. 

In view of the foregoing the substance of those provisions of Committee Print 


No. 5 of S. 49 which relate to the 3-mile limit have the concurrence of the 
Department of Defense. 


Sincerely yours, 
H. Struve HEenNseEL, 


ApPpeNpDIx B 
THE CONSTITUTION OF THE STATE OF HAWAII 


PREAMBLE 


We, the people of the State of Hawaii, grateful for Divine Guidance, and mindful 
of our Hawaiian heritage, reaffirm our belief in a government of the people, by the 
people, and for the people, and with an understanding heart toward all the peoples 
of the earth, do hereby ordain and establish this constitution for the State of 
Hawaii. 

FEDERAL CONSTITUTION ADOPTED 


The Constitution of the United States of America is adopted on behalf of the 
people of the State of Hawaii. 


ARTICLE [ 
BILL OF RIGHTS 


Section 1, All political power of this State is inherent in the people; and the 
responsibility for the exercise thereof rests with the people. All government is 
founded on this authority. 

Section 2. All persons are free by nature and are equal in their inherent and 
inalienable rights. Among these rights are the enjoyment of life, liberty, and the 


pursuit of happiness, and the acquiring and possessing of property. These rights 
cannot endure unless the people recognize their corresponding obligations and 
responsibilities. 

Section 3. No law shall be enacted respecting an establishment of religion or 
prohibiting the free exercise thereof, or abridging the freedom of speech or of 


the press, or the right of the people peaceably to assemble and to petition the 
government for a redress of grievances. 
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Section 4. No person shall be deprived of life, liberty, or property without due 
process of law, nor be denied the equal protection of the laws, nor be denied the 
enjoyment of his civil rights or be discriminated against in the exercise thereof 
because of race, religion, sex, or ancestry. 

Section 5. The right of the people to be secure in their persons, houses, papers, 
and effects, against unreasonable searches and seizures, shall not be violated; and 
no warrants shall issue, but upon probable cause, supported by oath or affirma- 
tion, and particularly describing the place to be searched and the persons or 
things to be seized. 

Section 6. No citizen shall be disfranchised, or deprived of any of the rights 
or privileges secured to other citizens, unless by the law of the land. 

ECTION 7. No citizen shall be denied enlistment in any military organization 
of this State nor be segregated therein because of race, religious principles. or 
ancestry. 

Section 8. No person shall be held to answer for a capital or otherwise infamous 
crime, unless on a presentment or indictment of a grand jury, except in cases 
arising in the armed forces when in actual service in time of war or public danger; 
nor shall any person be subject for the same offense to be twice put in jeopardy; 
— = any person be compelled in any criminal case to be a witness against 

imself. 

Section 9. Excessive bail shall not be required, nor excessive fines imposed, 
nor cruel or unusual punishments inflicted. 

Section 10. In suits at common law where the value in controversy shall 
exceed one hundred dollars, the right of trial by jury shall be preserved. The 
cape may provide for a verdict by not less than three-fourths of the members 
of the jury. 

Section 11. In all criminal prosecutions, the accused shall enjoy the right to 
a speedy and public trial, by an impartial jury of the district wherein the crime 
shall have been committed, which district shall have been previously ascertained 
by law, or of such other district to which the prosecution may be removed with 
the consent of the accused; to be informed of the nature and cause of the accusa- 
tion; to be confronted with the witnesses against him; to have compulsory process 
io obtaining witnesses in his favor; and to have the assistance of counsel for his 
defense. 

Section 12. No person shall be disqualified to serve as a juror because of sex. 

Section 13. The privilege of the writ of habeas corpus shall not be suspended, 
unless when in cases of rebellion or invasion the public safety may require it. 

The power of suspending the privilege of the writ of habeas corpus, and the 
laws or the execution thereof, shal! never be exercised except by the legislature, 
or by authority derived from it to be exercised in such particular cases only as 
the legislature shall expressly prescribe. 

Section 14. The military shall be held in strict subordination to the civil power. 

Section 15. A well regulated militia being necessary to the security of a free 
state, the right of the reople to keep and bear arms shell not be infringed. 

Section 16. No soldier or member of the militia shall, in time of peace, be 
quartered in any house, without the consent of the owner or occupant, nor in 
time of war, except in a manner prescribed by law. 

Section. 17. There shall be no imprisonment for debt. 

Section 18. Private property shall not be taken for public use without just 
compensation. 

Section 19. The power of the State to act in the general welfare shall never be 
impaired by the making of any irrevocable grant of special privileges or immunities. 

Section 20. The enumeration of rights and privileges shall not be construed 
to impair or deny others retained by the people. 


ARTICLE II 
SUFFRAGE AND ELECTIONS 


Section 1. Every citizen of the United States, who shall have attained the 
age of twenty years, have been a resident of this State not less than one year 
next preceding the election and be a voter registered in accordance with law, 
shall be qualified to vote in any state or local election. No person shall be 
qualified to vote unless he is also able, except for physical disability, to speak, 
read, and write the English or Hawaiian language. 

Section 2. No person who is non compos mentis and no person convicted of 
felony, unless pardoned and restored to his civil rights, shall be qualified to vote. 
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Section 3. No person shall be deemed to have gained or lost residence simply 
because of his presence or absence while employed in the service of the United 
Sooaeere or while engaged in navigation or while a student at any institution of 
earning. 

Section. 4. The legislature shall provide for the registration of voters and for 
absentee voting; and shall prescribe the method of voting at all elections. Secrecy 
of voting shall be preserved. 

Section 5. General elections shall be held on the first Tuesday after the first 
Monday in November in all even-numbered years. Special elections may be 
held in accordance with law. Contested elections shall be determined by a court 
of competent jurisdiction in such manner as shall be provided by law. 


ArtIcLeE III 
THE LEGISLATURE 


Section 1. The legislative power of the State shall be vested in a legislature, 
which shall consist of two houses, a senate and a house of representatives. Such 
power shall extend to all rightful subjects of legislation not inconsistent with 
this constitution or the Constitution of the United States. 

Section 2. The senate shall be composed of twenty-five members, who shall 
be elected by the qualified voters of the respective senatorial districts. The 
districts, and the number of senators to be elected from each, shall be as follows: 

First senatorial district: that portion of the island of Hawaii known as Puna, 
Hilo, and Hamakua, five; 


Second senatorial district: that portion of the island of Hawaii known as Kau, 
Kona, and Kohala, two; 


; Third senatorial district: the islands of Maui, Molokai, Lanai, and Kahoolawe, 
ve; 

Fourth senatorial district: that portion of the island of Oahu lving east and 
south of Nuuanu Street and Pali Road and the upper ridge of the Koolau Range 
from the Nuuanu Pali to Makapuu Point and all other islands not specifically 
enumerated, five; 

Fifth senatorial district: that portion of the island of Oahu lying west and 
north of the fourth senatorial district, five; and 

Sixth senatorial district: the islands of Kauai and Niihau, three. 

Section 3. The house of representatives shall be composed of fifty-one mem- 
bers, who shall be elected by the qualified voters of the respective representative 
districts. Until the next reapportionment, the representative districts and the 
number of representatives to be elected from each shall be as set forth in the 
Schedule. 

Seciion 4. On or before June 1 of the year 1959, and of each terth year there- 
after, the governor shall reapportion the members of the house of representatives 
in the following manner: The total number of representatives shall first be reap- 
portioned among four basic areas, namely, (1) the island of Hawaii, (2) the islands 
of Maui, Molokai, Lanai, and Kahoolawe, (3) the island of Oahu and all other 
islands not specifically enumerated, and (4) the islands of Kauai and Niihau, on 
the basis of the number of voters registered at the last preceding general election 
in each of such basie areas and computed by the method known as the method of 
equal proportions, no basic area to receive less than one member. Upon the 
determination of the total number of representatives to which each basic area is 
entitled, such total shall be reapportioned among the one or more representative 
districts within each basic area on the basis of the number of voters registered at 
the last preceding general election within each of such representative districts and 
computed by the method known as the method of equal proportions, no representa- 
tive district to receive less than one member. Upon any reapportionment, should 
the total number of voters registered in any representative district be less than 
one-half of the quotient obtained by dividing the total number of voters registered 
in the State by the total number of members to which the house is entitled, then, 
as part of such reapportionment, the basie area within which such representative 
district lies shall be redistricted by the governor in such manner that the total 
number of voters registered in each new representative district therein shall be 
more than one-half of such quotient. 

The governor shall thereupon issue a proclamation showing the results of such 
reapportionment, and such reapportionment shall be effective for the election of 
members to such house for the next five succeeding legislatures. 

Original jurisdiction is hereby vested in the supreme court of the State to be 
exercised on the application of any registered voter, made within thirty days 


wen ae 8 8445278 SS BS saseere7e ees eS 


«<,.e 


ee 


a. sre an &. 5+ 





70 ADMIT HAWAII AND ALASKA INTO THE UNION 


following the date specified above, to compel, by mandamus or otherwise, the 
governor to perform the above duty; and made within thirty days following the 
date of such proclamation, to compel, by mandamus or otherwise, the correction 
of.any error made in such reapportionment. 

Section 5. The members of the legislature shall be elected at general elections. 
The term of office of members of the house of representatives shall be two years 
beginning with their election and ending on the day of the next general election, 
and the term of office of members of the senate shall be four years beginning with 
their election and ending on the day of the second general election after their 
election. 

Section 6. Any vacancy in the legislature shall be filled for the unexpired term 
in such manner as may be prescribed by law, or, if no provision be made by law, 
by appointment by the governor for the unexpired term. 

Srecrion 7. No person shall be eligible to serve as a member of the senate unless 
he shall have attained the age of thirty years, have been a resident of the State for 
not less than three years and be a qualified voter of the senatorial district from 
which he seeks to be elected. No person shall be eligible to serve as a member of 
the house of representatives unless he shall have attained the age of twenty-five 
years, have been a resident of the State for not less than three years and be a 
qualified voter of the representative district from which he seeks to be elected. 

Secrion 8. No member of the legislature shall be held to answer before any 
other tribunal for any statement made or action taken in the exercise of his 
legislative functions; and members of the legislature shall, in all cases except 
felony or breach of the peace, be privileged from arrest during their attendance 
at the sessions of their respective houses, and in going to and returning from the 
same. 

Section 9. No member of the legislature shall hold any other public office 
under the State, nor shall he, during the term for which he is elected or appointed, 
be elected or appointed to any public office or employment which shall have been 
created, or the emoluments whereof shall have been increased, by legislative act 
during such term. The term “public office’, for the purposes of this section, 
shall not include notaries public, reserve police officers, or officers of emergency 
organizations for civilian defense or disaster relief. The legislature may pre- 
scribe further disqualifications. 

Section 10. The members of the legislature shall receive such salary and allow- 
ances as may be prescribed by law, but any increase or decrease in the amount 
thereof shall not apply to the legislature which enacted the same. No salary shall 
be payable when the senate alone is convened in special session, or when the leg- 
islature convenes in special session pursuant to Section 17 of this article. 

Section 11. Regular sessions of the legislature shall be held annually. The 
governor may convene the legislature, or the senate alone, in special session. 
All sessions shall be held at the capital of the State. In case the capital shall be 
unsafe, the governor may direct that any session shall be held at some other place. 
Regular sessions in odd-numbered years shall be known as “‘general sessions’’ and 
regular sessions in even-numbered years shall be known as “budget sessions’’. 

At budget sessions the legislature shall be limited to the consideration and 
enactment of the general appropriations bill for the succeeding fiscal year and 
bills to authorize proposed capital expenditures, revenue bills necessary therefor, 
urgency measures deemed necessary in the public interest, bills calling elections, 
proposed constitutional amendments and bills to provide for the expenses of such 
session and the special session to be convened thereafter in accordance with the 
provisions of Section 17 of this article. The legislature may also consider and act 
upon matters relating to the impeachment or removal of officers. No urgency 
measure shall be considered unless a statement of facts constituting such urgency 
shall be set forth in one section thereof and until such section shall have been first 
approved by each house. The approval of such section and the final passage of 
such measure in each house shall require a two-thirds vote of all the members to 
which such house is entitled, taken by ayes and noes and entered upon its iournal. 

Regular sessions shall commence at 10:00 o’clock a. m., on the third Wednesday 
in February. General sessions shall be limited to a period of sixty days and budget 
sessions and special sessions to a period of thirty days, but the governor may 
extend any session for not more than thirty days. Sundays and holidays shall 
be excluded in computing the number of days of any session. 

Section 12. Neither house shall adjourn during any session of the legislature 
for more than three days, or sine die, without the consent of the other. 

Szction 13. Each house shall be the judge of the elections, returns and qualifi- 
cations of its own members and shall have, for misconduct, disorderly behavior 
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or neglect of duty of any member, power to punish such member by censure or, 


upon a two-thirds vote of all the members to which such house is entitled, by 
suspension or expulsion of such member. Each house shall choose its own officers, 
determine the rules of its proceedings and keep a journal. The ayes and noes of 
the members on any question shall, at the desire of one-fifth of the members 
present, be entered upon the journal. 

Twenty days after a bill has been referred to a committee in either house, the 
same may be recalled from such committee by the affirmative vote of one-third 
of the members to which such house is entitled. 

Section 14. A majority of the number of members to which each house is 
entitled shall constitute a quorum of such house for. the conduct of ordinary 
business, of which quorum a majority vote shall suffice; but the final passage of a 
bill in each house shall require the vote of a majority of all the members to which 
such house is entitled, taken by ayes and noes and entered upon its journal. A 
smaller number than a quorum may adjourn from day to day and may compel 
the attendance of absent members in such manner and under such penalties as 
each house may provide. 

Section 15. No law shall be passed except by bill. Each law shall embrace 
but one subject, which shall be expressed in its title. The enacting clause of each 
law shall be, ‘“‘Be it enacted by the legislature of the State of Hawaii.” 

Section 16. No bill shall become law unless it shall pass three readings in each 
house, on separate days. Every bill when passed by the house in which it origi- 
nated, or in which amendments thereto shall have originated, shall immediately 
be certified by the presiding officer and clerk and sent to the other house for 
consideration. 

Section 17. Every bill which shall have passed the legislature shall be certified 
by the presiding officers and clerks of both houses and shall thereupon be pre- 
sented to the governor. If he approves it, he shall sign it and it shall become law. 
If the governor does not approve such bill, he may return it, with his objections 
to the legislature. He may veto any specific item or items in any bill which appro- 
priates money for specific purposes by striking out or reducing the same; but he 
shall veto other bills, if at all, only as a whole. 

The governor shall have ten days to consider bills presented to him ten or more 
days before the adjournment of the legislature sine die, and if any such bill is 
neither signed nor returned by the governor within that time, it shall become law 
in like manner as if he had signed it. 

The governor shall have forty-five days, after the adjournment of the legislature 
sine die, to consider bills presented to him less than ten days before such adjourn- 
ment, or presented after adjournment, and any such bill shall become law on the 
forty-fifth day unless the governor by proclamation shall have given ten days’ 
notice to the legislature that he plans to return such bill with his objections on 
that day. The legislature may convene at or before noon on the forty-fifth day 
in special session, without call, for the sole purpose of acting upon any such bill 
returned by the governor. In case the legislature shall fail to so convene, such 
bill shall not become law. Any such bill may be amended to meet the governor’s 
objections and, if so amended and passed, only one reading being required in each 
house for such passage, it shall be presented again to the governor, but shall become 
law only if he shall sign it within ten days after presentation. 

Sundays and holidays shall be excluded in computing the number of days 
designated in this section. 

Section 18. Upon the receipt of a veto message from the governor, each house 
shall enter the same at large upon its journal and proceed to reconsider the vetoed 
bill, or the item or items vetoed, and again vote upon such bill, or such item or 
items, by ayes and noes, which shall be entered upon its journal. If after such 
reconsideration such bill, or such item or items, shall be approved by a two- 
a vote of all members to which each house is entitled, the same shall become 

aw. 

Section 19. Each house may punish by fine, or by imprisonment not exceeding 
thirty days, any person not a member of either house who shall be guilty of dis- 
respect of such house by any disorderly or contemptuous behavior in its presence 
or that of any committee thereof; or who shall, on account of the exercise of any 
legislative function, threaten harm to the body or estate of any of the members 
of such house; or who shall assault, arrest or detain any witness or other person 
ordered to attend such house, on his way going to or returning therefrom; or who 
shall rescue any person arrested by order of such house. 

Any person charged with such an offense shall be informed in writing of the 
charge made against him, and have an opportunity to present evidence and be 
heard in his own defense. 
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Section 20. The governor and lieutenant governor, and any appointive officer 
for whose removal the consent of the senate is required, may be removed from 
office upon conviction of impeachment for such causes as may be provided by law. 

The house of representatives shall have the sole power of impeachment of the 
governor and lieutenant governor and the senate the sole power to try such im- 
peachments, and no such officer shall be convicted without the concurrence of 
two-thirds of the members of the senate. When sitting for that purpose, the 
members of the senate shall be on oath or affirmation and the chief justice shal] 
preside. Subject to the provisions of this paragraph, the legislature may provide 
for the manner and procedure of removal by impeachment of such officers. 

The legislature shall by law provide for the manner and procedure of removal 
by impeachment of the appointive officers. 

Judgments in cases of impeachment shall not extend beyond removal from office 
and disqualification to hold and enjoy any office of honor, trust, or profit under the 
State; but the person convicted may nevertheless be liable and subject to indict- 
ment, trial, judgment, and punishment according to law. 


ArTICLE IV 
THE EXECUTIVE 


Section 1. The executive power of the State shall be vested in a governor. 

The governor shall be elected by the qualified voters of this State at a general 
election. The person receiving the highest number of votes shall be the governor. 
In case of a tie vote, the selection of the governor shall be determined in accord- 
ance with law. 

The term of office of the governor shall begin at noon on the first Monday in 
December next following his election and end at noon on the first Monday in 
December, four years thereafter. 

No person shall be eligible to the office of governor unless he shall be a qualified 
voter, have attained the age of thirty-five vears, and have been a citizen of the 
United States for twenty years and a resident of this State for five years next pre- 
ceding his election. 

The governor shall not hold any other office or employment of profit under the 
State or the United States during his term of office. 

Section 2. There shall be a lieutenant governor, who shall have the same 
qualifications as the governor. He shall be elected at the same time, for the same 
term, and in the same manner, as the governor. He shall perform such duties 
as mav be prescribed by law. 

Section 3. The compensation of the governor and of the lieutenant governor 
shall be prescribed by law, but shall not be less than eighteen thousand dollars, 
and twelve thousand dollars, respectively, per annum. Such compensation 
shall not be increased or diminished for their respective terms, unless by general 
law applying to all salaried officers of the State. When the lieutenant governor 
succeeds to the office of governor, he shall receive the compensation for that office. 

Section 4. When the office of governor is vacant, the lieutenant governor 
shall become governor. In the event of the absence of the governor from the 
State, or his inability to exercise and cischarge the powers and duties of his office, 
such powers and duties shall devolve upon the lieutenant governor during such 
absence or disability. 

When the office of lieutenant governor is vacant, or in the event of the absence 
of the lieutenant governor from the State, or his inability to exercise and discharge 
the powers and duties of his office, such powers and duties shall devolve upon such 
officers in such order of succession as may be provided by law. 

In the event of the impeachment of the governor or of the lieutenant governor, 
he shall not exercise the powers of his office until acquitted. 

Section 5. The governor shall be responsible for the faithful execution of the 
laws. He shall be commander in chief of the armed forces of the State and may 
call out such forces to execute the laws, suppress or prevent insurrection or 
lawless violence or repel invasion. He shall, at the beginning of each session, 
and may, at other times, give to the legislature information concerning the affairs 
of the State and recommend to its consideration such measures as he shall deem 
expedient. 

The governor may grant reprieves, commutations and pardons, after convic- 
tion, for all offenses, subject to regulation by law as to the manner of applying 
for the same. The legislature may, by general law, authorize the governor to 
grant pardons before conviction, to grant pardons for impeachment and to restore 
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civil rights denied by reason of conviction of offenses by tribunals other than those 
of this State. 

The governor shall appoint an administrative director to serve at his pleasure. 

Section 6. All executive and administrative offices, departments and instru- 
mentalities of the state government and their respective functions, powers, and 
duties shall be allocated by law among and within not more than twenty principal 
departments in such manner as to group the same according to major purposes 
so far as practicable. Temporary commissions or agencies for special purposes 
may be established by law and need not be allocated within a principal depart- 
ment. 

Each principal department shall be under the supervision of the governor and, 
unless otherwise provided in this constitution or by law, shall be headed by a 
single executive. Such single executive shall be nominated and, by and with the 
advice and consent of the senate, appointed by the governor and he shall hold 
office for a term to expire at the end of the term for which the governor was elected. 
The governor may, by and with the advice and consent of the senate, remove such 
single executive. 

Whenever a board, commission, or other body shall be the head of a principal 
department of the state government, the members thereof shall be nominated 
and, by and with the advice and consent of the senate, appointed by the governor. 
The term of office and removal of such members shall be as prescribed by law. 
Such board, commission, or other body may appoint a principal executive officer, 
who, when authorized by law, may be ex officio a voting member thereof, and 
who may be removed by a majority vote of the members appointed by the 
governor. 

The governor shall nominate and, by and with the advice and consent of the 
senate, appoint all officers for whose election or appointment provision is not 
otherwise made by this constitution or by law. The legislature may provide 
for the suspension or removal for cause, by the governor, of any officer for whose 
removal the consent of the senate is required by this constitution. 

When the senate is not in session and a vacancy occurs in any office, appoint- 
ment to which requires the confirmation of the senate, the governor may fill the 
office by granting a commission which shall, unless such appointment is confirmed, 
expire at the end of the next session of the senate; but the person so appointed 
shall not be eligible for another interim appointment to such office if the appoint- 
ment shall have failed of confirmation by the senate. 

No person who has been nominated for appointment to any office and whose 
appointment has not received the consent of the senate shall be eligible to an 
interim appointment thereafter to such office. 

All officers appointed under the provisions of this section shall be citizens of 
this State and shall have been residents of the State for at least three years next 
preceding their appointment. 

ARTICLE V 


THE JUDICIARY 


Secrion 1. The judicial power of the State shall be vested in one supreme 
court, circuit courts, and in such inferior courts as the legislature may from time 
to time establish. The several courts shall have original and appellate jurisdiction 
as provided by law. 

Section 2, The supreme court shall consist of a chief justice and four associate 
justices. When necessary, the chief justice shall assign a judge or judges of a 
circuit court to serve temporarily on the supreme court. In case of a vacancy in 
the office of chief justice, or if he is ill, absent or otherwise unable to serve, an asso- 
ciate justice designated in accordance with the rules of the supreme court shall 
serve temporarily in his stead. 

Section 3. The governor shall nominate and, by and with the advice and 
consent of the senate, appoint the justices of the supreme court and the judges of 
the circuit courts. No nomination shall be sent to the senate, and no interim 
appointment shall be made when the senate is not in session, until after ten days’ 
public notice by the governor. 

No justice or judge shall hold any other office or position of profit under the 
State or the United States. No person shall be eligible to such office who shall 
not have been admitted to practice law before the supreme court of this State for 
at least ten years. Any justice or judge who shall become a candidate for an 
elective office shall thereby forfeit his office. 

The term of office of a justice of the supreme court shall be seven years and that 
of a judge of a circuit court shall be six years. They shall receive for their services 
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such compensation as may be prescribed by law, which shall not be diminished 
during their respective terms of office, unless by general law applying to all sal- 
aried officers of the State. They shall be retired upon attaining the age of seventy 
years. They shall be included in any retirement law of the State. They shall be 
subject to removal from office upon the concurrence of two-thirds of the member- 
ship of each house of the legislature, sitting in joint session, for such causes and in 
such manner as may be provided by law. 

Section 4. Whenever a commission or agency, authorized by law for such 
purpose, shall certify to the governor that any justice of the supreme court or 
judge of a circuit court appears to be so incapacitated as substantially to prevent 
him from performing his judicial duties, the governor shall appoint a board of 
three persons to inquire into the circumstances and on their recommendation the 
governor may retire the justice or judge from office. 

Section 5. The chief justice of the supreme court shall be the administrative 
head of the courts. He may assign judges from one circuit court to another for 
temporary service. With the approval of the supreme court he shall appoint an 
administrative director to serve at his pleasure. 

Section 6. The supreme court shall have power to promulgate rules and reg- 
ulations in all civil and criminal cases for all courts relating to process, practice, 
procedure and appeals, which shall have the force and effect of law. 


ArticLE VI 
TAXATION AND FINANCE 


Secrion 1. ‘The power of taxation shall never be surrendered, suspended or 
contracted away. 

Section 2. The land and other property belonging to citizens of the United 
States residing without the State shall never be taxed at a higher rate than the 
lands and other property belonging to residents thereof. 

Section 3. All bonds and other instruments of indebtedness issued by or on 
behalf of the State or a political subdivision thereof must be authorized by the 
legislature, and bonds and other instruments of indebtedness of a political sub- 
division must also be authorized by its governing body. 

Sixty million dollars is established as the limit of the funded debt of the State 
at any time outstanding and unpaid. Bonds and other instruments of indebted- 
ness in excess of such limit may be issued when authorized by a two-thirds vote of 
all the members to which each house of the legislature is entitled, provided such 
excess debt, at the time of authorization, would not cause the total of State 
indebtedness to exceed a sum equal to fifteen percent of the total of assessed values 
for tax rate purposes of real property in the State, as determined by the last tax 
assessment rolls pursuant to law. 

Instruments of indebtedness to meet appropriations for any fiscal period in 
anticipation of the collection of revenues for such period or to meet casual deficits 
or failures of revenue, which shall be payable within one year, and bonds or other 
instruments of indebtedness to suppress insurrection, to repel invasion, to defend 
the State in war or to meet eniergencies caused by disaster or act of God, may be 
ar by the State under legislative authorization without regard to any debt 
imit. 

A sum equal to ten percent of the total of the assessed values for tax rate pur- 
poses of real property in any political subdivision, as determined by the last tax 
assessment rolls pursuant to law, is established as the limit of the funded debt of 
such political subdivision at any time outstanding and unpaid. The aggregate, 
however, of such debts contracted by any political subdivision during a fiscal 
year shall not exceed two percent of the total of such assessed values in such 
political subdivision. 

Instruments of indebtedness to meet appropriations for any fiscal period in 
anticipation of the collection of revenues for such period or to meet casual deficits 
or failures of revenue, which shall be payable within one year, may be issued by 
any political subdivision under authorization of law and of its governing body, 
without regard to the limits of debt hereinabove provided. 

All bonds or other instruments of indebtedness for a term exceeding one year 
shall be in serial form maturing in substantially equal annual installments, the 
first installment to mature not later than five years from the date of the issue 
of such series, and the last installment not later than thirty-five years from the 
date of such issue. Interest and principal payments shall be a first charge on the 
general revenues of the State or political subdivision, as the case may be. 

The provisions of this section shall not be applicable to indebtedness incurred 
under revenue bond statutes by a public enterprise of the State or political 
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subdivision, or by a public corporation, when the only security for such indebted- 

ness is the revenues of such enterprise or public corporation, or to indebtedness 

incurred under special improvement statutes when the only security for such 

indebtedness is the properties benefited or improved or the assessments thereon. 

‘i Nothing in this section shall prevent the refunding of any indebtedness at any 
me. 

Section 4. Within such time prior to the opening of each regular session as 
may be prescribed by law, the governor shall submit to the legislature a budget 
setting forth a complete plan of proposed general fund expenditures and antici- 

ated receipts of the State for the ensuing fiscal period, together with such other 
information as the legislature may require. The budget shall be compiled in 
two parts, one setting forth all proposed operating expenditures for the ensuing 
fiscal period and the other, all capital improvements expenditures proposed to be 
undertaken during such period. The governor shall also, upon the opening of 
the session, submit bills to provide for such proposed expenditures and for any 
recommended additional revenues or borrowings by which the proposed expendi- 
tures are to be met. Such bills shall be introduced in the legislature upon the 
opening of each regular session. 

Section 5. No appropriation bill, except bills recommended by the governor 
for immediate passage, or to cover the expenses of the legislature, shall be passed 
on final reading until the bill authorizing operating expenditures for the ensuing 
fiscal period, to be known as the general appropriations bill, shall have been 
transmitted to the governor. 

Section 6. No tax shall be levied or appropriation of public money or property 
made, nor shall the public credit be used, directly or indirectly, except for a public 
purpose. No grant shall be made in violation of Section 3 of Article I of this 
constitution. 

Section 7. Provision for the control of the rate of expenditures of appropriated 
state moneys, and for the reduction of such expenditures under prescribed condi- 
tions, shall be made by law. 

Section 8. The legislature, by a majority vote of each house in joint session, 
shall appoint an auditor who shall serve for a period of eight years and thereafter 
until a successor shall have been appointed. he legislature, by a two-thirds vote 
of the members in joint session, may remove the auditor from office at any time 
for cause. It shall be the duty of the auditor to conduct post-audits of all trans- 
actions and of all accounts kept by or for all departments, offices and agencies of 
the State and its political subdivisions, to certify to the accuracy of all financial 
statements issued by the respective accounting officers and to report his findings 
and recommendations to the governor and to the legislature at such times as shall 
be prescribed by law. He shall also make such additional reports and conduct such 
other investigations as may be directed by the legislature. 


ArticLe VII 
LOCAL GOVERNMENT 


Section 1. The legislature shall create counties, and may create other political 
subdivisions within the State, and provide for the government thereof. Each 
political subdivision shall have and exercise such powers as shall be conferred under 
general laws. 

Section 2. Each political subdivision shall have power to frame and adopt a 
charter for its own self-government within such limits and under such procedures 
as may be prescribed by law. 

Section 3. The taxing power shall be reserved to the State except so much 
thereof as may be delegated by the legislature to the political subdivisions, and the 
legislature shall have the power to apportion state revenues among the several 
political subdivisions. 

Section 4. No law shall be passed mandating any political subdivision to pay 
any previously accrued claim. 

Section 5. This article shall not limit the power of the legislature to enact 
laws of statewide concern. 

Articte VIII 


PUBLIC HEALTH AND WELFARE 


Secrion 1. The State shall provide for the protection and promotion of the 
public health. 

Section 2. The State shall have power to provide for treatment and rehabilita- 
tion, as well as domiciliary care, of mentally or physically handicapped persons. 
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Section 3. The State shall have power to provide assistance for persons unable 
to maintain a standard of living compatible with decency and health. 

Section 4. The State shall have power to provide for, or assist in, slum clearance 
and the developmert or rehabilitation of substandard areas, including housing for 
persons of low income. 

Section 5. The State shall have power to conserve and develop its natural 
beauty, objects and places of historic or cultural interest, sightliness and physical 
good order, and for that purpose private property shall be subject to reasonable 
regulation. 

Articte IX 


EDUCATION 


Section 1. The State shall provide for the establishment, support, and control of 
a statewide system of publieschools free from sectarian control, a state university, 
public libraries, and such other educational institutions as may be deemed desir- 
able, includ'ng physical facilities therefor. There shall be no segregation in 
public educational institutions because of race, religion, or ancestry; nor shall 
public funds be appropriated for the support or benefit of any sectarian or private 
educational institution. 

Section 2. There shall be a board of education, the members of which shall be 
nominated and, by and with the advice and consent of the senate, appointed by 
the governor from panels submitted by local school advisory councils to be estab- 
lished by law. At least part of the membership of the board shall represent geo- 
graphic subdivisions of the State. 

Section 3. The board of education shall have power, in accordance with law, 
to formulate policy, and to exercise control over the public school system through 
its executive officer, the superintendent of public instruction, who shall be ap- 
pointed by the board and shall be ex officio a voting member thereof. 

Secriox 4. The University of Hawaii is hereby established as the state univer- 
sity and constituted a body corporate. It shall have title to all the real and 
personal property now or hereafter set aside or conveyed to it, which shall be 
held in public trust for its purposes, to be administered and disposed of according 
to law. 

Section 5. There shall be a board of regents of the University of Hawaii, the 
members of which shall be nominated and, by and with the advice and consent 
of the senate, appointed by the governor. At least part of the membership of 
the board shall represent geographic subdivisions of the State. The president 
of the university and the superintendent of public instruction shall be ex officio 
voting members of the board. The board shall have power, in accordance with 
law, to formulate policy, and to exercise control over the university through its 
ra a officer, the president of the university, who shall be appointed by the 

ard. 


ARTICLE X 
CONSERVATION AND DEVELOPMENT OF RESOURCES 


Section 1. The legislature shall promote the conservation, development, and 
utilization of agricultural resources, and fish, mineral, forest, water, land, game, 
and other natural resources. 

Section 2. The legislature shall vest in one or more executive boards or com- 
missions powers for the management of natural resources owned or controlled 
by the State, and such powers of disposition thereof as may be authorized by 
law; but land set aside for public use, other than for a reserve for conservation 
purposes, need not be placed under the jurisdiction of such a board or commission. 

The mandatory provisions of this section shall not apply to the natural resources 
owned by or under the control of a political subdivision or a department or agency 
thereof. 

Section 3. All fisheries in the sea waters of the State not included in any fish- 
pond or artificial inclosure shall be free to the public, subject to vested rights and 
the right of the State to regulate the same. 

Section 4. The legislative power over the lands owned by or under the control 
of the State and its political subdivisions shall be exercised only by general laws. 
except in respect to transfers to or for the use of the State, a political subdivision. 
or any department or agency thereof. 

Section 5. The public lands shall be used for the development of farm and 
home ownership on as widespread a basis as possible, in accordance with proce- 
dures and limitations prescribed by law. 
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ARTICLE XI 
HAWAIIAN HOME LANDS 


Section 1. Anything in this constitution to the contrary notwithstanding, the 
Hawaiian Homes Commission Act, 1920, enacted by the Congress, as the same 
has been or may be amended prior to the admission of the State, is hereby adopted 
as a law of the State, subject to amendment or repeal by the legislature, provided, 
that, if and to the extent that the United States shall so require, said law shall 
be subject to amendment or repeal only with the consent of the United States 
and in no other manner, provided, further, that, if the United States shall have 
been provided or shall provide that particular provisions or types of provisions 
of said Act may be amended in the manner required for ordinary state legislation, 
such provisions or types of provisions may be so amended. The proceeds and 
income from Hawaiian home lands shall be used only in accordance with the 
terms of said Act, and the legislature may, from time to time, make additional 
sums available for the purposes of said Act by appropriating the same in the 
manner provided by law. 

Srecrion 2. The State and its people do hereby accept, as a compact with the 
United States, or as conditions or trust provisions imposed by the United States, 
relating to the management and disposition of the Hawaiian home lands, the 
requirement that Section 1 hereof be included in this constitution, in whole or in 
part, it being intended that the Act or Acts of the Congress pertaining thereto 
shall be definitive of the extent and nature of such compact, conditions or trust 
provisions, as the case may be. The State and its people do further agree and 
declare that the spirit of the Hawaiian Homes Commission Act looking to the 
continuance of the Hawaiian homes projects for the further rehabilitation of the 
Hawaiian race shall be faithfully carried out. 


ArtIcLE XII 
ORGANIZATION, COLLECTIVE BARGAINING 


Section 1. Persons in private employment shall have the right to organize 
for the purpose of collective bargaining. 

Section 2. Persons in public employment shall have the right to organize 
and to present and make known their grievances and proposals to the State, or 
any political subdivision or any department or agency thereof. 


ArtTicLe XIII 
STATE BOUNDARIES, CAPITAL, FLAG 


Section 1. The State of Hawaii shall include the islands and territorial 
waters heretofore constituting the Territory of Hawaii. 

Section 2. Honolulu, on the Island of Oahu, shall be the capital of the State. 

Section 3. The Hawaiian flag shall be the flag of the State. 


ARTICLE XIV 
GENERAL AND MISCELLANEOUS PROVISIONS 


Section 1. The employment of persons in the civil service, as defined by law, 
of or under the State, shall be governed by the merit principle. 

Sectiov 2. Membership in any employees’ retirement system of the State or 
any political subdivision thereof shall be a contractual relationship, the accrued 
benefits of which shall not be diminished or impaired. 

Section 3. No person who advocates, or who aids or belongs to any party, 
organization or association which advocates, the overthrow by force or violence 
of the government of this State or of the United States shall be qualified to hold 
any public office or employment. 

Sectrov 4. All public officers, before entering upon the duties of their respec- 
tive offices, shall take and subscribe to the following oath or affirmation: cl do 


solemnly swear (or affirm) that I will support and defend the Constitution of the 
United States, and the Constitution of the State of Hawaii, and that I will 
faithfully discharge my duties as -.......-...-.-.....---- to the best of my 
ability.”” The legislature may prescribe further oaths or affirmations. 

Section 5. The legislature may provide for cooperation on the part of this 
State and its political subdivisions with the United States, or other states 
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and territories, or their political subdivisions, in matters affecting the public 
health, safety and general welfare, and funds may be appropriated to effect such 
cooperation. 

EcTION 6. The United States shall be vested with or retain title to or an 
interest in or shall hold the property in the Territory of Hawaii set aside for the 
use of the United States and remaining so set aside immediately prior to the 
admission of this State, in all respects as and to the extent set forth in the act 
or resolution providing for the admission of this State to the Union. 

Section 7. Any trust provisions which the Congress shall impose, upon the 
admission of this State, in respect of the lands patented to the State by the United 
Heres or the proceeds and income therefrom, shall be complied with by appropriate 
egislation. 

Section 8. The lands and other property, the final determination and disposi- 
tion of which shall not have been made by the Congress upon the admission of this 
State, shall, pending such determination and disposition, continue to be admin- 
istered in accordance with the laws i ono thereto immediately prior to the 
admission of this State, except as the Congress may consent to any amendment of 
said laws, and no provision of this constitution for the exercise of powers or func- 
tions other than in accordance with such laws shall, without the consent of the 
Congress, apply to the lands or property so administered. 

Section 9. No taxes shall be imposed by the State upon any lands or other 
property now owned or hereafter acquired by the United States, except as the 
same shall become taxable by reason of disposition thereof by the United States 
or by reason of the consent of the United States to such taxation. 

Section 10. All provisions of the act or resolution admitting this State to the 
Union, or providing for such admission, which reserve to the United States juris- 
diction of Hawaii National Park, or the ownership or control of lands within 
Hawaii National Park, are consented to fully by the State and its people. 

Section. 11. All those provisions of the act or resolution admitting this State 
to the Union, or providing for such admission, which reserve to the United States 
judicial rights or powers are consented to fully by the State and its people; and 
those provisions of said act or resolution which preserve for the State judicial 
rights and powers are hereby accepted and adopted, and such rights and powers 
are hereby assumed, to be exercised and discharged pursuant to this constitution 
and the laws of the State. 


Section 12. Titles and subtitles shall not be used for purposes of construing 
this constitution. 


Whenever any personal pronoun appears in this constitution, it shall be con- 
strued to mean either sex. 


Section 13. The enumeration in this constitution of specified powers shall not 


be construed as limitations upon the power of the State to provide for the general 
welfare of the people. 


Section 14. The provisions of this constitution shall be self-executing to the 
fullest extent that their respective natures permit. 


ARTICLE XV 


REVISION AND AMENDMENT 


Section 1. Revisions of or amendments to this constitution may be proposed 
by constitutional convention or by the legislature. 

Section 2. The legislature may submit to the electorate at any general or 
special election the + gr oeraye Rt sere there be a convention to propose a revision 


of or amendments to the nstitution?” If any ten-year period shall elapse 
during which the question shall not have been submitted, the lieutenant governor 
shall certify the question, to be voted on at the first general election following the 
expiration of such period. 

f a majority of the ballots cast upon such question be in the affirmative, dele- 
gates to the convention shall be chosen at the next regular election unless the 
legislature shall provide for the election of delegates at a > ies election. 

Notwithstanding any provision in this constitution to the contrary, other than 
Section 3 of Article XIV, any qualified voter of the district concerned shall be 
aa to membership in the convention. 

Jnless the legislature shall otherwise spotless there shall be the same number 
of delegates to such convention, who shall be elected from the same areas, and the 
convention shall be convened in the same manner, as nearly as practicable, as 
required for the Hawaii State Constitutional Convention of 1950. 
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The convention shall determine its own organization and rules of procedure. 
It shall be the sole judge of the elections, returns, and qualifications of its members 
and, by a two-thirds vote, may suspend or remove any member for cause. The 

vernor shall fill any vacancy by appointment of a qualified voter from the 

istrict concerned. 

The convention shall provide for the time and manner in which the proposed 
constitutional revision or amendments shall be submitted to a vote of the elector- 
ate, but no such revision or amendments shall be effective unless approved at a 
general election by a majority of all of the votes tallied upon the question, such 
majority constituting at least thirty-five percent of the total vote cast at such 
election, or at a special election by a majority of the total vote tallied upon such 
question, such majority constituting at least thirty-five percent of the total 
number of registered voters; provided, that no constitutional amendment altering 
this proviso or the representation from any senatorial district in the senate shall 
become effective unless it shall also be approved by a majority of the votes tallied 
upon the question in each of a majority of the counties. 

The ‘atgpebrmces of this section shall be self-executing, but the legislature shall 
make the necessary appropriations and may enact legislation to facilitate their 
operation. 

Section 3. The legislature may propose amendments to the constitution by 
adopting the same, in the manner required for legislation, by a two-thirds vote of 
each house on final reading at any session, after either or both houses shall have 
given the governor at least ten days’ written notice of the final form of the proposed 
amendment, or, with or without such notice, by a majority vote of each house on 
final reading at each of two successive sessions. 

Upon such adoption, the proposed amendments shall be entered upon the 
journals, with the ayes and noes, and published once in each of four successive 
weeks in at least one newspaper of general circulation in each senatorial district 
wherein such a newspaper is published, within the two months’ period immediately 
preceding the next general election. 

At such general election the proposed amendments shall be submitted to the 
electorate for approval or rejection upon a separate ballot. 

The conditions of and requirements for ratification of such proposed amend- 
ments shall be the same as provided in Section 2 of this article for ratification at a 
general election. 

Section 4. No proposal for amendment of the constitution adopted in either 
manner provided by this article shall be subject to veto by the governor. 


ArticLe XVI 
SCHEDULE 
Representative Districts 


Section 1. As provided in Section 3 of Article IIT until the next reapportion- 
ment, the representative districts and the number of members to be elected from 
each shall be as follows: 

First representative district: that portion of the island of Hawaii known as 
Puna, one representative; 

Second representative district: that portion of the island of Hawaii known as 
South Hilo, four representatives; 

Third representative district: that portion of the island of Hawaii known as 
North Hilo and Hamakua, one representative; 

Fourth representative district: that portion of the island of Hawaii known as 
Kau and South Kona and that portion of North Kona, for convenience herein 
referred to as Keauhou, more particularly described as follows: from a point at 
the seashore between the lands of Holualoa 1 and 2 and Puapuaa 2 running north- 
easterly along the boundary of Holualoa 1 and 2 to Puu Laalaau; (2) easterly in a 
straight line to a point called “‘Naohueleelua’”’ being the common corner of the 
lands of Puuanahulu, Kaohe and Keauhou 2nd; (3) southeasterly along the 
common boundary between Hamakua and North Kona districts to the summit 
of Mauna Loa; (4) westerly along the common boundary between Kau and 
North Kona districts to the easterly boundary of South Kona district; (5) northerly 
and westerly along the boundary between North and South Kona districts to the 
seashore; and (6) northerly along the seashore to the point of beginning, one 
representative; 

_ Fifth representative district: that portion of the island of Hawaii known as 
Kohala and that portion of North Kona not included in the fourth representative 
district, one representative; 
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Sixth representative district: the islands of Molokai and Lanai, one representa- 
tive; 

Seventh representative district: the islands of Maui and Kahoolawe, five 
representatives; 

Eighth representative district: that portion of the island of Oahu known as 
Koolaupoko and Koolauloa, two representatives; 

Ninth representative district: that portion of the island of Oahu known as 
Waialua and Wahiawa, two representatives; 

Tenth representative district: that portion of the island of Oahu known as Ewa 
and Waianae, two representatives; 

Eleventh representative district: that portion of the island of Oahu, for con- 
venience herein referred to as Kalihi, more particularly described as follows: 
from the intersection of Kalihi and Auiki Streets running westerly along Auiki 
Street to Mokauea Street; (2) southwesterly along Mokauea Street Extension 
extended to a point on the outer edge of the reef; (3) westerly along the outer edge 
of the reef to a point on the Moanalua-Halawa boundary; (4) northerly and north- 
easterly along the Moanalua-Halawa boundary to the top of Koolau Range; (5) 
southeasterly along the top of Koolau Range to a place called “Puu Lanihuli’’; 
(6) southwesterly along the top of the ridge between the lands of Kalihi, Kapalama 
and Nuuanu to Kalihi Street; and (7) southwesterly along Kalihi Street to the 
point of beginning, three representatives; 

Twelfth representative district: that portion of the island of Oahu, for con- 
venience herein referred to as upper Nuuanu, more particularly described as 
follows: from the intersection of King and Kalihi Streets running northeasterly 
along Kalihi Street to the ridge between the lands of Kalihi, Kapalama and Nuu- 
anu; (2) northeasterly along the top of said ridge to a point on the Koolau Range 
called ““Puu Lanihuli’”’; (3) easterly along the top of said Range to Pali Road at 
the Nuuanu Pali; (4) southwesterly along Pali Road to Nuuanu Avenue and 
southwesterly along Nuuanu Avenue to School Street; (5) northwesterly along 
School Street to the center line of the Kapalama Drainage Canal (Waikiki Branch); 
(6) southwesterly along said Canal to the center line of the main Kapalama 
Drainage Canal; (7) southwesterly along said Canal to King Street; and (8) 
northwesterly along King Street to the point of beginning, three representatives; 

Thirteenth representative district: that portion of the island of Oahu, for 
convenience herein referred to as Kapalama, more particularly described as 
follows: from the junction of the Honolulu Harbor Channel and the reef running 
westerly along the outer edge of the reef to Mokauea Street Extension extended; 
(2) northeasterly along Mokauea Street Extension extended to Sand Island 
Road; (3) northeasterly along Mokauea Street Extension to Auiki Street; (4) 
easterly along Auiki Street to Kalihi Street; (5) northeasterly along Kalihi 
Street to King Street; (6) southeasterly along King Street to the centerline of 
the main Kapalama Drainage Canal; (7) northerly along said Canal to the 
centerline of the Kapalama Drainage Canal (Waikiki Branch); (8) northeasterly 
along said Canal to School Street; (9) southeasterly along School Street to 
Nuuanu Avenue; (10) southwesterly along Nuuanu Avenue to the sea; and 
(11) southwesterly along the middle of Honolulu Harbor and Honolulu Harbor 
Channel to the point of beginning, three representatives; 

Fourteenth representative district: that portion of the island of Oahu, for 
convenience herein referred to as Pauoa, more particularly described as follows: 
from the junction of the Honolulu Harbor Channel and the outer edge of the 
reef running northeasterly along the middle of Honolulu Harbor Channel and 
Honolulu Harbor to the intersection of Queen Street and Nuuanu Avenue: 

(2) northeasterly along Nuuanu Avenue to Pali Road and northeasterly along 
Pali Road to the top of the Koolau Range at the Nuuanu Pali; (3) easterly and 
southerly along the top of the Koolau Range to a point called ‘‘Puu Konahuanui’’; 
(4) southwesterly along the top of the ridge between the lands of Nuuanu, Pauoa, 
and Manoa to a mountain peak called “Puu Ohia” or “Tantalus”; (5) south- 
westerly along the top of the ridge between the lands of Makiki and Kalawahine 
to the intersection of Nehoa Street and Lewalani Drive; (6) southerly along 
Lewalani Drive and Piikoi Street to Wilder Avenue; (7) easterly along Wilder 
Avenue to Punahou Street; (8) southerly along Punahou Street to King Street; 
(9) westerly along King Street to Kalakaua Avenue; (10) southerly along Kala- 
kaua Avenue to the centerline of the Ala Wai Canal; (11) westerly along said Canal 
and along the line of said Canal extended to the outer edge of the reef; and 
(12) westerly along the outer edge of the reef to the point of beginning, five 
representatives; 
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Fifteenth representative district: that portion of the island of Oahu, for con- 
venience herein referred to as Manoa and Waikiki, more particularly described 
as follows: from the intersection of Kalakaua Avenue and the centerline of the 
Ala Wai Canal running northerly along Kalakaua Avenue to King Street; (2) 
easterly along King Street to Pusehou Street; (3) northerly along Punahou 
Street to Wilder Avenue; (4) westerly along Wilder Avenue to Piikoi Street; (5) 
northerly along Piikoi Street to Lewalani Drive; (6) northerly along Lewalani 
Drive to Nehoa Street; (7) northeasterly along the top of the ridge between the 
lands of Makiki and Kalawahine to a mountain peak called ‘Puu Ohia” or 
“Tantalus”; (8) northeasterly along the top of the ridge between the lands of 
Pauoa, Manoa, and Nuuanu to a point on the Koolau Range called ““Puu Kona- 
huanui”’; (9) southeasterly along the top of said Range to a place called ‘Mt. 
Olympus’’; (10) southwesterly along the top of Waahila Ridge to the top edge of 
Palolo Valley; (11) southwesterly along the top edge of said Valley to the forest 
reserve boundary; (12) southwesterly along the southeasterly boundary of St. 
Louis Heights Tract, Series 2 (File Plan 464) to the southerly boundary of said 
Tract 100 feet southeasterly from Alencastre Street; (13) southwesterly parallel 
to and 100 feet from Alencastre Street and St. Louis Drive to Waialae Avenue; 
(14) westerly along Waialae Avenue to Kapahulu Avenue extended; (15) southerly 
across Waialae Avenue and along Kapahulu Avenue to Kalakaua Avenue; (16) 
westerly along Kapahulu Avenue extended to the outer edge of the reef; (17) 
northwesterly along the outer edge of the reef to a point on the line extended of 
the centerline of the Ala Wai Canal; and (18) easterly along said line to the point 
of beginning, six representatives; 

Sixteenth representative district: that portion of the island of Oahu, for con- 
venience herein referred to as Kaimuki and Kapahulu, more particularly de- 
scribed as follows: from a point at the seacoast at a place called ‘‘Black Point’”’ 
running westerly along the seacoast to Kapahulu Avenue extended to the sea; 
(2) easterly across Kalakaua Avenue and easterly and northerly along Kapahulu 
Avenue to Waialae Avenue; (3) easterly along Waialae Avenue to a point 100 
feet easterly of St. Louis Drive; (4) northeasterly across Waialae Avenue then 

arallel to and 100 feet from St. Louis Drive and Alencastre Street to the southerly 

oundary of St. Louis Heights Tract, Series 2 (File Plan No. 464); (5) north- 
easterly along the southeasterly boundary of said Tract to the forest reserve 
boundary; (6) northeasterly along the top ridge of Palolo Valley to the top of 
Waahila Ridge; (7) northeasterly along the top of Waahila Ridge to a point on 
Koolau Range called ‘‘“Mt. Olympus’’; (8) easterly along the top of the Koolau 
Range to the top of the ridge between the lands of Waialae Nui and Palolo; (9) 
southwesterly along the top of said ridge to a place called ‘‘Kalepeamoa’’; (10) 
southwesterly along Mauumae Ridge to Sierra Drive; (11) southwesterly along 
Sierra Drive to Waialae Avenue; (12) easterly along Waialae Avenue to 13th 
Avenue; (13) southwesterly along 13th Avenue and Ocean View Drive to Kilauea 
Avenue; (14) westerly along Kilauea Avenue to Makapuu Avenue; (15) southwest- 
erly along Makapuu Avenue to Diamond Head Road; and (16) southeasterly 
along Diamond Head Road to the Military Road and along the Military Road 
extended to the point of beginning, four representatives; 

Seventeenth representative district: that portion of the island of Oahu not 
included in any other representative district on the island of Oahu, together with 
all other islands not included in any other representative district, three repre- 
sentatives; 


Eighteenth representative district: the islands of Kauai and Niihau, four 
representatives. 

Wherever a roadway, or the intersection of one or more roadways, is designated 
as a boundary in any of the above descriptions, the center line of such roadway 
or intersection is intended as such boundary. 


TRANSITIONAL PROVISIONS 


Section 2. All laws in force at the time this constitution takes effect and not 
inconsistent therewith, including, among others, acts of the Congress relating to 
the lands in the possession, use and control of the Territory of Hawaii, shall be the 
laws of the State and remain in force, mutatis mutandis, until they expire by their 
own limitation, or are altered or repealed by the legislature. 

Except as otherwise provided by this constitution, all existing writs, actions, 
suits, proceedings, civil or criminal liabilities, prosecutions, judgments, sentences, 
orders, decrees, appeals, causes of action, contracts, claims, demands, titles and 
rights shall continue unaffected notwithstanding the taking effect of this constitu- 
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tion, except that the State shall be the legal successor to the Territory in respect 
thereof, and may be maintained, enforced or prosecuted, as the case may be, 
before the appropriate or corresponding tribunals or agencies of or under the State 
or of the United States, in the name of the State, political subdivision, person or 
other party entitled to do so, in all respects as fully as could have been done prior 
to taking effect of this constitution. 

Section 3. The debts and liabilities of the Territory shall be assumed and paid 
by the State, and all debts owed to the Tormiory shall be collected by the State. 

Section 4. All acts of the legislature of the Territory authorizing the issuance 
of bonds by the Territory or its political subdivisions are approved, subject, how- 
ever, to amendment or repeal by the legislature, and bonds may be issued by the 
State and its political subdivisions pursuant to said acts. Whenever in said acts 
the approval of the President or of the Congress is required, the approval of the 
governor shall suffice. 

Section 5. Except as otherwise provided by this constitution, all executive 
officers of the Territory or any political subdivision thereof and all judicial officers 
who may be in office at the time of admission of this State to the Union shall 
continue to exercise and discharge the powers and duties of their respective offices 
until their successors shall have qualified in accordance with this constitution or 
the laws enacted pursuant thereto. 

Section 6. Unless otherwise provided by law, the lieutenant governor shall 
exercise and discharge the powers and duties of the secretary of the Territory. 

Section 7. Requirements as to residence, citizenship or other status or quali- 
fications in or under the State prescribed by this constitution shall be satisfied 
pro tanto by corresponding residence, citizenship or other status or qualifications 
in or under the Territory. . 

Section 8. The provisions of Section 6 of Article IV shall not be mandatory 
until four years from the date of admission of this State to the Union. The legis- 
lature shall within three years from said date allocate and group the executive 
and administrative offices, departments and instrumentalities of the state gov- 
ernment and their respective functions, powers and duties among and within the 
principal departments pursuant to said section. 

If such allocation and grouping shall not have been completed within such 
period, the governor, within one year thereafter, by executive order, shall make 
such allocation and grouping. 

Section 9. All vested rights in fisheries in the sea waters not included in any 
fish pond or artificial inclosure shall be condemned to the use of the public upon 
payment of just compensation, which compensation, when lawfully ascertained, 
mes Bary paid out of any money in the treasury of the State not otherwise appro- 
priated. 

FIRST OFFICERS, PROCEDURES 


Section 10. In case the  pacne of the Territory ratify this constitution and the 
u 


same is approved by the y constituted authority of the United States whose 
approval Ghereta may be required, the governor of the Territory shall, within 
thirty days after receipt of the official notification of such approval, issue a 
proclamation for primary and final elections, as hereinafter provided, at which 
officers for all state elective offices provided for by this constitution shall be nomi- 
nated and elected; but the officers so to be elected shall in any event include two 
senators and two representatives to the Congress, and unless and until otherwise 
required by law, said representatives shall be elected at large. 

ECTION 11. Said primary election shall take place not less than sixty nor more 
than ninety days after said proclamation, and the final election shall take place 
within forty days after the primary election. Such elections shall be held and 
the qualifications of voters thereat shall be as prescribed by this constitution and 
by the laws relating to the election of members of the legislature at primary and 
general elections. The returns thereof shall be made, canvassed, and certified in 
the manner prescribed by law with respect to the election for the ratification or 
rejection of this constitution. The governor shall thereupon certify the results 
thereof to the President. 

Section 12. Upon the issuance by the President of a proclamation announc- 
ing the results of said election and the admission of this State to the Union, the 
officers elected and qualified shall proceed to exercise and discharge the powers 
and duties pertaining to their respective offices. 

Section 13. The first governor and lieutenant governor shall hold office for 4 
term beginning with their election and ending at noon on the first Monday in 
December following the second general election. 
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Section 14. The governor of the State and secretary of state shall certify the 
election of the senators and representatives to the Congress in the manner required 
by law. For this purpose, the lieutenant governor of this State shall be deemed 
secretary of state. 

—— 15. The terms of office of the members of the first legislature shall be 
as follows: 

Members of the house of representatives shall hold office for a term beginning 
with their election and ending on the day of the second general election held 
thereafter. 

Members of the senate shall be divided into two classes. The first class shall 
consist of the following number elected with the highest number of votes from 
their respective senatorial districts: first district, three; second district, one; third 
district, two; fourth district, three; fifth district, two; and sixth district, two. 
Members of the first class shall hold office for a term beginning with their election 
and ending on the day of the third general election held thereafter. The remain- 
ing members elected shall constitute the second class and shall hold office for a 
term beginning with their election and ending on the day of the second general 
election held thereafter. 

Section 16. Ten days after the admission of this State to the Union, the 
legislature shall convene in special session. 

Section 17. Until otherwise provided by law in accordance with Section 10 of 
Article III, the salary of members of the legislature shall be as follows: the sum 
of two thousand five hundred dollars for each general session, the sum of one 
thousand five hundred dollars for each budget session and the sum of seven 
hundred and fifty dollars for each special session. 

Section 18. Until the legislature shall otherwise provide under Section 3 of 
Article V, the chief justice, justices of the supreme court and judges of the circuit 
courts shall receive as compensation for their services the sums of seventeen 
thousand five hundred dollars, seventeen thousand dollars and fifteen thousand 
dollars - annum, respectively, which shall, notwithstanding the provisions of 
Article V of this constitution, be subject to increase or decrease by the first ses- 
sion of the legislature. 


Errective Date 


This constitution shall take effect and be in full force immediately upon the 
admission of Hawaii into the Union as a State. 

Done in Convention, at Iolani Palace, Honolulu, Hawaii, on the twenty-second 
day of July, in the year one thousand nine hundred fifty, and of the Independence 
of the United States of America the one hundred and seventy-fifth. 





ApPrpENDIx C 


Jornt RESOLUTION 1—LEGISLATURE OF THE TERRITORY OF Hawall 


JOINT RESOLUTION Providing for the Submission to the People of the Territory of Hawaii of the 
Constitution Framed by the Convention Held Pursuant to Act 334 of the Session Laws of Hawaii, 1949 
and in the Event of Failure of Ratification, the Framing and Submission of a New Constitution, and 
Making Appropriations Therefor 


Whereas, pursuant to Act 334 [Series E-313] of the Session Laws of Hawaii, 
1949, the duly elected delegates to the Constitutional Convention of 1950 were 
assembled at Honolulu from the 4th day of April 1950, to the 22nd day of July 
1950, for the purpose of forming a constitution and state government and other- 
wise preparing for the admission of Hawaii as a state; and 

Whereas a proposed constitution consisting of sixteen articles was duly framed 
27 ae Convention in full conformity with all of the provisions of said Act 334; 
an 

Whereas the results of said Convention have been reported to the Legislature 
of the Territory of Hawaii for its consideration; and 

Whereas the proposed constitution is acceptable in its entirety to the Legis- 
lature of the Territory of Hawaii; and 

Whereas it is necessary and proper that the proposed constitution be submitted 
to the people of the Territory for ratification or rejection; now, therefore, 

Be it Enacted by the Legislature of the Territory of Hawaii: 

Section 1. The proposed constitution framed by the Convention held pursuant 
to Act 334 of the Session Laws of Hawaii 1949 shall be submitted to the people of 
the Territory of Hawaii for ratification or rejection at the general election to be 
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held on the 7th day of November 1950. Persons possessing the qualifications to 
vote for representatives to the Legislature of the Territory of Hawaii shall be 
entitled to vote on the ratification or rejection of said constitution. Such sub- 
mission shall be by ballot and shall be conducted and the results thereof deter- 
mined in conformity with the law governing general elections, except as herein 
otherwise provided. The ballot for such submission shall be printed and dis- 
a man by the Secretary of Hawaii and shall be substantially in the following 
orm: 
OFFICIAL BALLOT 


General election, Tuesday, Nov. 7, 1950 





YES 





Shall the proposed Constitution of the State of Hawaii be adopted 
NO 





To vote, make an X in the square to the right of “YES” or “NO”. 

The voter shall mark Be mi by a cross mark (X) in one of the squares to the 
right of the word “YES” or “NO’ 

The returns of said sdiamliaie shall be made by the election officers directly 
to the Secretary of Hawaii, who shall certify the results of the submission to the 
Governor. 

Section 2. If a majority of the legal votes cast upon the submission provided 
for by section 1 shall reject the constitution, the Governor by proclamation shall 
order the Constitutional Convention to reassemble at a date not later than tw enty 
days after the results of the submission are certified to the Governor and thereupon 
the Convention shall frame a new constitution, which shall be submitted to the 
people in the manner provided by this Joint Resolution at a special election to 
be held not later than sixty days after it is agreed upon by the Convention. The 
Governor shall issue a proclamati ion fixing the date of the special election. The 
compensation of each delegate shall be the sum of $500 for the session. 

Whenever a majority of the legal votes cast upon such submission shall ratify 
the constitution, the Governor shall cause certified copies of the constitution to 
be transmitted to the President of the United States, the President of the Senate 
of the United States, the Speaker of the House of Representatives of the United 
States, the Chairman of the Committee on Interior and Insular Affairs of the 
Senate, the Chairman of the Committee on Public Lands of the House of Repre- 
sentatives, and the Delegate to Congress from Hawaii. 

Section 3. At least ten days before the general election to be held on the 7th 
day of November 1950, the Secretary of Hawaii shall cause a true and correct 
copy of the proposed constitution framed by the Convention held pursuant to 
Act 334 of the Session Laws of Hawaii 1949, to be published in two newspapers 
of general circulation in the Territory of Hawaii. In the event of the submission 
of a new constitution as provided in section 2, it shall be published in like manner. 

Section 4. There is hereby appropriated from the general revenues of the 
Territory the sum of $5,000, or so much thereof as may be necessary, to carry 
out the provisions of sections 1 and 3 of this Joint Resolution. 

There is further appropriated from the general revenues of the Territory the 
sum of $75,000, or so much thereof as may be necessary, for the compensation and 
mileage of the delegates and other expenses of the Constitutional Convention and 
the expenses of the special election in the event that the Convention is reassembled 
and the special election is held pursuant to the provisions of section 2 of this 
Joint Resolution. 

The moneys appropriated herein shall be disbursed upon vouchers approved 
by the Secretary of Hawaii. 

Section 5. This Joint Resolution shall take effect upon its approval. 

(Approved October 12, 1950). H.J.R.1,J.R 
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APPENDIX D 


PROVISIONS OF THE PROPOSED CONSTITUTION OF THE PROPOSED STATE OF 
Hawatt, RATIFIED BY THE PEOPLE OF Hawati ON NOVEMBER 7, 1950, WuHicH 
FULFILL THE REQUIREMENTs OF H. R. 2535, 84rH Concress, With Respect 
TO THE CONTENT OF THE STATE CONSTITUTION 


REQUIREMENTS OF H. R. 2535 


The State of Hawaii shall consist of 
all the islands, together with their 
appurtenant reefs and territorial waters, 
now included in the Territory of Hawaii, 
except the atoll known as Palmyra 
Island, together with its appurtenant 
reefs and territorial waters, but said 
States shall not be deemed to include 
the Midway Islands, Johnston Island, 
Sand Island (offshore from Johnston 
Island), or Kingman Reef, together with 
their appurtenant reefs and territorial 
waters (sec. 101). 


The constitution shall be republican 
in form, shall make no distinction in 
civil or political rights on account of 
race or color, shall not be repugnant to 
the Constitution of the United States 
and the principles of the Declaration of 
Independence (sec. 102), 


PROVISIONS OF HAWAIIAN CONSTITUTION 


The State of Hawaii shall include the 
islands and territorial waters heretofore 
constituting the Territory of Hawaii 
(art. XIII, sec. 1). 

Proposed Amendment of Foreqoing 
Provision.—Under section 105 of H. R. 
2535 Hawaii is to be admitted to state- 
hood only if art. XIII, sec. 1, of the 
proneses State constitution is amended, 
»y vote of the people of Hawaii, to read 
as follows: 

“The State of Hawaii shall consist 
of all the islands, together with their 
appurtenant reefs and _ territorial 
waters, now included in the Territory 
of Hawaii, except the atoll known as 
Palmyra Island, together with its ap- 

urtenant reefs and territorial waters, 

»ut said State shall not be deemed to 

include the Midway Islands, John- 

ston Island, Sand Island (offshore 
from Johnston Island), or Kingman 

Reef, together with their appurtenant 

reefs and territorial waters.”’ 

The Constitution of the United States 
of America is adopted on behalf of the 
people of the State of Hawaii (preamble, 
par. 2). 


All political power of this State is 
inherent in the people and the respon- 
sibility for the exercise thereof rests 
with the people. All government is 
founded on this authority (art. I, sec. 1). 

All persons are free by nature and are 
equal in their inherent and inalienable 
rights. Among these rights are the 
enjoyment of life, liberty and the pur- 
suit of happiness, and the acquiring and 
possession of property. These rights 
cannot endure unless the people recog- 
nize their corresponding obligations and 
responsibilities (art. I, see. 2). 

No person shall be deprived of life, 
liberty or property without due process 
of law, nor be denied the equal protec- 
tion of the laws, nor be denicd the 
enjoyment of his civil rights or be 
discriminated against in the exercise 
thereof because of race, religion, sex, or 
ancestry (art. I, sec. 4). 

The legislative power of the State 
shall be vested in a legislature, which 
shall consist of two houses, a senate and 
a house of representatives. Such power 
shall extend to all rightful subjects of 
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REQUIREMENTS OF H. R. 2535 


and shall provide that no person who 
advocates, or who aids or belongs to 
any party, organization, or association 
which advocates, the overthrow by 
force or violence of the government of 
the State of Hawaii or of the United 
States shall be qualified to hold any 
— office of trust or profit under the 
tate constitution (sec. 102). 

First. That no law shall be enacted 
respecting an establishment of religion 
or prohibiting the free exercise thereof, 
or abridging the freedom of speech or 
of the press, or the right of the people 
peaceably to assemble and to petition 
the Government for the redress of 
grievances. 

Second. That provisions shall be 
made for the establishment and mainte- 
nance of a system of public schools 
which shall be open to all children of 
said State and free from sectarian con- 
trol (sec. 102). 


Third. That the debts and liabilities 
of said Territory of Hawaii shall be 
assumed and paid by said State and all 
debts owed to said Territory of Hawaii 
shall be collected by said State (sec. 
102). 

Fourth. That the State and its people 
cede to the United States, and disclaim 
title to, the property in the Territory of 
Hawaii set aside by Act of Congress or 
by Executive order or proclamation of 
the President or the Governor of Hawaii 
for the use of the United States and 
remaining so set aside immediately 

rior to the admission of the State of 

awaii into the Union as more par- 
ticularly provided in the next section 
of this Act (sec. 102). 

Fifth. That, as a compact with the 
United States relating to the manage- 
ment and disposition of the Hawaiian 
home lands, the Hawaiian Homes Com- 
mission Act, 1920, as amended, is 
adopted as a law of said State, subject 
to amendment or repeal only with the 
consent of the United States, and in 
no other manner: Provided, That (1) 
sections 202, 213, 219, 220, 222, 224, 
and 225 and other provisions relating to 
administration, and paragraph (2) of 
section 204, sections 206 and 212, and 
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PROVISIONS OF HAWALAN CONSTITUTION 


legislation not inconsistent with this 
constitution or the Constitution of the 
United States (art. III, sec. 1), 

No person who advocates, or who 
aids or belongs to any party, organiza- 
tion or association which advocates, 
the overthrow by force or violence of 
the government of this State or of the 
United States shall be qualified to hold 
any public office or employment (art. 
XIV, sec. 3). 


No law shall be enacted respecting an 
establishment of religion or prohibiting 
the free exercise thereof, or abridging 
the freedom of speech or of the press, 
or the right of the people peaceably to 
assemble and to petition the government 
for the redress of grievances (art. I, 
sec. 3). 

The State shall provide for the estab- 
lishment, support and control of a state- 
wide system of public schools free from 
sectarian control, a State university, 
publie libraries and such other educa- 
tional institutions as may be ceemed 
desirable, including physical facilities 
therefor. There shall be no segregation 
in public educational institutions be- 
cause of race, religion, or ancestry; nor 
shall public funds be appropriated for 
the support or benefit of any sectarian 
or private educational institution (art 
IX, sec. 1). 

The debts and liabilities of the Terri- 
tory shall be assumed and paid by the 
State, and all debts owed to the Terri- 
tory shall be collected by the State 
(art. XVI, sec. 3). 


The United States shall be vested 
with or retain title to or an interest in 
or shall hold the property in the Terri- 
tory of Hawaii set aside for the use of 
the United States and remaining so set 
aside immediately prior to the admis- 
sion of this State, in all respects as and 
to the extent set forth in the act or 
resolution providing for the admission 
of this State ta the Union (art. XIV, 
sec. 6). 


Anything in this constitution to the 
contrary notwithstanding, the Hawaiian 
Homes Commission Act, 1920, enacted 
by the Congress, as the same has been or 
may be amended prior to the admission 
of the State, is hereby adopted as a law 
of the State, subject to amendment or 
repeal by the legislature, provided, that 
if and to the extent that the United 
States shall so require, said law shall be 
subject to amendment or repeal only 
with the consent of the United States 
and in no other manner, provided, fur- 
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REQUIREMENTS OF H. R. 2535 


other provisions relating to the powers 
and duties of officers other than those 
charged with the administration of said 
Act, may be amended in the constitu- 
tion, or in the manner required for ordi- 
nary State legislation, but the Hawaiian 
home-loan fund, the Hawaiian home- 
operating fund, and the Hawaiian home- 
development fund shall not be reduced 
or impaired by any such amendment or 
law, and the encumbrances autborized 
to be placed. on Hawaiian home lands 
by officers other than those charged 
with the administration of said Act, 
shall not be increased, except with the 
consent of the United States; (2) that 
any amendment to increase the benefits 
to lessees of Hawaiian home lands may 
be made in the constitution, or in the 
manner required for ordinary State 
legislation, but the qualifications of 
lessees shall not be changed except with 
the consent of the United States; and 
(3) that all proceeds and income from 
the “available lands’’, as defined by 
said Act, shall be used only in carrving 
out the provisions of said Act (sec. 102). 


Sixth. That the lands and other 
property belonging to citizens of the 
United States residing without said 
State shall never be taxed at a higher 
rate than the lands and other property 
belonging to residents thereof (sec. 102). 

Seventh. That said State and its 
people do agree and declare that no 
taxes shall be imposed by said State 
upon any lands or other property now 
owned or hereafter acquired by the 
United States (sec. 102); 


and that all provisions of this Act 
reserving rights or powers to the United 
States, as well as those prescribing the 
terms or conditions of the grants of 
lands or other property herein made to 
the said State, are consented to fully 
by said State and its people (sec. 102), 
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PROVISIONS OF HAWAIIAN CONSTITUTION 


ther, that, if the United States shall 
have provided or shall provide that par- 
ticular provisions or types of provisions 
of said Act may be amended in the 
manner required for ordinary state legis- 
lation, such provisions or types of pro- 
visions may be so amended. The pro- 
ceeds and income from Hawaiian home 
lands shall be used only in accordance 
with the terms of said Act, and the legis- 
lature may, from time to time, make 
additional sums available for the pur- 
poses of said Act by appropriating the 
same in the manner provided by law 
(art. XI, sec. 1). 

The State and its people do hereby 
accept, as a compact with the United 
States, or as conditions or trust provi- 
sions imposed by the United States, 
relating to the management and disposi- 
tion of the Hawaiian home lands, the 
requirement that section 1 hereof be in- 
cluded in this constitution, in whole or 
in part, it being intended that the Act 
or Acts of the Congress pertaining 
thereto shall be definitive of the extent 
and nature of such compact, conditions 
or trust provisions, as the case may be. 
The State and its people do further agree 
and declare that the spirit of the Hawai- 
ian Homes Commission Act looking to 
the continuance of the Hawaiian homes 
projects for the further rehabilitation of 
the Hawaiian race shall be faithfully 
earried out (art. XI, see. 2). 

The land and other property belong- 
ing to citizens of the United States 
residing without the State shall never 
be taxed at a higher rate than the lands 
and other property belonging to resi- 
dents thereof (art. VI, sec. 2). 

No taxes shall be imposed by the 
State upon any lands or other property 
now owned or hereafter acquired by 
the United States, except as the same 
shall become taxable by reason of dis- 
position thereof by the United States 
or by reason of the consent of the 
United States to such taxation (art. 
XIV, see. 9). 

Any trust provisions which the Con- 
gress shall impose, upon the admission 
of this State, in respect of the lands 
patented to the State by the United 
States or the proceeds and income 
therefrom, shall be complied with by 
appropriate legislation (art. XIV, sec. 7). 

he lands and other property, the 
final determination and disposition of 
which shall not have been made by the 
Congress upon the admission of this 
State, shall, pending such determination 
and disposition, continue to be adminis- 
tered in accordance with the laws appli- 
cable thereto immediately prior to the 
admission of this State, except as the 
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REQUIREMENTS OF H. R. 2535 


All Territorial laws in force in the 
Territory of Hawaii at the time of its 
admission into the Union shall continue 
in force in the State of Hawaii, except 
as modified or changed by this Act or 
by the constitution of the State, and 
shall by subject to repeal or amendment 
by the Legislature of the State of 
Hawaii, except as hereinbefore provided 
with respect to the Hawaiian Homes 
Commission Act, 1920, as amended 
(sec. 113). 


PROVISIONS OF HAWAIIAN CONSTITUTION 


Congress may consent to any amend- 
ment of said laws, and no provision of 
this constitution for the exercise of 
powers or functions other than in aceord- 
ance with such laws shall, without the 
consent of the Congress, apply to the 
lands or property so administered (art. 
XIV, see. 8). 

Proposed amendment of foregoing pro- 
vision.—Under section 105 of H. R. 2535 
Hawaii is to be admitted to statehood 
only if article XIV, section 8, of the 
proposed State constitution is amended, 
by vote of the people of Hawaii, to read 
as follows: : 

‘All provisions of the Act of Con- 
gress approved (date of approval of 
this Act) reserving rights or powers to 
the United States, as well as those 
prescribing the terms or conditions of 
the grants of lands or other property 
therein made to the State of Hawaii, 
are consented to fully by said State 
and its people.’’ 

All provisions of the act or resolution 
admitting this State to the Union, or 
providing for such admission, which re- 
serve to the United States jurisdiction 
of Hawaii National Park, or the owner- 
ship or control of lands within Hawaii 
National Park, are consented to fully 
by the State and its people (art. XIV, 
sec. 10). 

All those provisions of the act or 
resolution admitting this State to the 
Union, or providing for such admission, 
which reserve to the United States 
judicial rights or powers are consented 
to fully by the State and its people; 
and those provisions of said act or reso- 
lution which preserve for the State judi- 
cial rights and powers are hereby ac- 
cepted and ii and such rights 
and powers are hereby assumed, to be 
exercised and discharged pursuant to 
this constitution and the laws of the 
State (art. XIV, see. 11). 

All laws in force at the time this 
constitution takes effect and not incon- 
sistent therewith, including, among 
others, acts of the Congress relating to 
the lands in the possession, use, and 
control of the Territory of Hawaii, 
shall be the laws of the State and re- 
main in force, mutatis mutandis, until 
they expire by their own limitation, or 
are altered or repealed by the legisla- 
ture (art. XVI, sec. 2, par. 1). 
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ApPpENDIx E 


RESOLUTION OF THE SENATE OF HAWAu RATIFYING THE TREATY OF ANNEXATION 
or 1897 


The “consent” referred to in the preamble of the joint resolution to provide 
for annexing the Hawaiian Islands to the United States is expressed in the following 
ing resolution of the Senate of the Republic of Hawaii: 

“‘Be it resolved by the Senate of the Republic of Hawaii: That the Senate hereby 
ratifies and advises and consents to the ratification by the President of the treaty 
between the Republic of Hawaii and the United States of America on the subject 
of the annexation of the Hawaiian Islands to the United States of America, con- 
cluded at Washington on the 16th day of June A. D. 1897, which treaty is, word 
for word, as follows: 

“The Republic of Hawaii and the United States of America, in view of the 
natural dependence of the Hawaiian Islands upon the United States, of their 
geographical proximity thereto, of the preponderant share acquired by the United 
States and its citizens in the industries and trade of said Islands, and of the 
expressed desire of the Government of the Republic of Hawaii that those Islands 
should be incorporated into the United States as an integral part thereof, and under 
its sovereignty, have determined to accomplish by treaty, an object so important 
to their mutual and permanent welfare. 

“To this end the high contracting parties have conferred full powers and 
authority upon their respectively appointed plenipotentiaries, to wit: 

“The President of the Republic of Hawaii: Francis March Hatch, Lorrin A. 
Thurston, and William A. Kinney. 

“The President of the United States: John Sherman, Secretary of State of the 
United States. 

“ArticLe I. The Republic of Hawaii hereby cedes absolutely and without 
reserve to the United States of America all rights of sovereignty of whatsoever kind 
in and over the Hawaiian Islands and their dependencies; and it is agreed that all 
the territory of and appertaining to the Republic of Hawaii is hereby annexed to 
the United States of America under the name of the Territory of Hawaii. 

“ArticLe II. The Republic of Hawaii also cedes and hereby transfers to the 
United States the absolute fee and ownership of all public, government, or crown 
lands, public buildings or edifices, ports, harbors, military equipment, and all 
other public property of every kind and description belonging to the Government 
of the Hawaiian Islands, together with every right and appurtenance thereunto 
appertaining. 

“The existing laws of the United States relative to public lands shall not apply 
to such lands in the Hawaiian Islands; but the Congress of the United States 
shall enact special laws for their management and disposition: Provided, That 
all revenue from or proceeds of the same, except as regards such part thereof as 
may be used or occupied for the civil, military, or naval purposes of the United 
States, or may be assigned for the use of the local government, shall be used 
solely for the benefit of the inhabitants of the Hawaiian Islands for educational 
and other publie purposes. 

“Articie IIL. Until Congress shall provide for the government of such Islands, 
all the civil, judicial, and military powers exercised by the officers of the existing 
government in said Islands shall be vested in such person or persons, and shall 
be exercised in such manner, as the President of the United States shall direct; 
and the President shall have power to remove said officers and fill the vacancies 
so occasioned. 

“The existing treaties of the Hawaiian Islands with foreign nations shall 
forthwith cease and determine, being replaced by such treaties as may exist, 
or as may be hereafter concluded, between the United States and such foreign 
nations. The municipal legislation of the Hawaiian Islands, not enacted for 
the fulfillment of the treaty so extinguished and not inconsistent with this treaty, 
not contrary to the Constitution of the United States, nor to any existing treaty 
of the United States, shall remain in force until the Congress of the United States 
shall otherwise determine. 

“Until legislation shall be enacted extending the United States Customs laws 
and regulations to the Hawaiian Islands, the existing Customs relations of the 
Hawaiian Islands with the United States and other countries shall remain 
unchanged. 

“ARTICLE IV. The public debt of the Republic of Hawaii, lawfully existing at 
the date of the exchange of the ratifications of this Treaty, including the amounts 
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due to depositors in the Hawaiian Postal Savings Bank, is hereby assumed by 
the Government of the United States; but the liability of the United States in 
this regard shall in no case exceed $4,000,000. So long, however, as the existing 
Government and the present commercial relations of the Hawaiian Islands are 
continued, as hereinbefore provided, said Government shall continue to pay the 
interest on said debt. 

“ArticLe V. There shall be no further immigration of Chinese into the Ha- 
waiian Islands, except upon such conditions as are now or may hereafter be allowed 
by the laws of the United States, and no Chinese by reason of anything herein 
contained shall be allowed to enter the United States from the Hawaiian Islands. 

“ArticLe VI. The President shall appoint five Commissioners, at least two of 
whom shall be residents of the Hawaiian Islands, who shall, as soon as reasonably 
practical, recommend to Congress such legislation concerning the Territory of 
Hawaii as they shall deem necessary or proper. 

“ArticLe VII. This treaty shall be ratified by the President of the Republic 
of Hawaii, by and with the advice and consent of the Senate, in accordance with 
the Constitution of the said Republic, on the part; and by the President of the 
United States, by and with the advice and consent of the Senate, on the other; 
and the ratifications hereof shall be exchanged at Washington as soon as possible. 

“In witness whereof, the respective plenipotentiaries have signed the above 
article and have hereunto affixed their seals. 

“Done in duplicate at the City of Washington, this sixteenth day of June, 
one thousand eight hundred and ninety-seven, 

“Francis Marcu Hatcn. 
“Lorrin A. THURSTON. 
“Wituram A. KINNEY. 
“JOHN SHERMAN. 


“T hereby certify that the foregoing resolution was unanimously adopted at the 
Special Session of the Senate of the Republic of Hawaii on the 9th day of September 
A. D. 1897. 

“Wittram C. WILDER, 
“President. 
** “Attest: 
eee, SS 
“ “Clerk of Senate.’ ” 


APPENDIX F 
JOINT RESOLUTION No. 55, To provide for annexing the Hawaiian Islands to the United States 


Whereas the Government of the Republic of Hawaii, having, in due form, sig- 
nified its consent, in the manner provided by its constitution, to cede absolutely 
and without reserve to the United States of America all rights of sovereignty of 
whatsoever kind in and over the Hawaiian Islands and their dependencies, and 
also to cede and transfer to the United States the absolute fee and ownership of all 
public, Government, or Crown lands, public buildings or edifices, ports, harbors, 
military equipment, and all other public property of every kind and description 
belonging to the Government of the Hawaiian Islands, together with every right 
and appurtenance thereunto appertaining: Therefore 

Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That said cession is accepted, ratified, and confirmed, and 
that the said Hawaiian Islands and their dependencies be, and they are hereby, 
annexed as a part of the territory of the United States and are subject to the 
sovereign dominion thereof, and that all and singular the property and rights 
hereinbefore mentioned are vested in the United States of America. 

The existing laws of the United States relative to public lands shall not apply 
to such lands in the Hawaiian Islands; but the Congress of the United States 
shall enact special laws for their management and disposition: Provided, That all 
revenue from or proceeds of the same, except as regards such part thereof as may 
be used or occupied for the civil, military, or naval purposes of the United States, 
or may be assigned for the use of the local government, shall be used solely for 
the benefit of the inhabitants of the Hawaiian Islands for educational and other 
public purposes. 

Until Congress shall provide for the government of such islands, all the civil, 
judicial, and military powers exercised by the officers of the existing government 
in said islands shall be vested in such person or persons and shall be exercised in 
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such manner as the President of the United States shall direct; and the President 
shall have the power to remove said officers and fill the vacancies so occasioned. 

The existing treaties of the Hawaiian Islands with foreign nations shall forth- 
with cease and determine, being replaced by such treaties as may exist, or as may 
be hereafter concluded, between the United States and such foreign nations. 
The municipal legislation of the Hawaiian Islands, not enacted for the fulfillment 
of the treaties so extinguished, and not inconsistent with this joint resolution 
nor contrary to the Constitution of the United States nor to any existing treaty 
of the United States, shall remain in force until the Congress of the United States 
shall otherwise determine. 

Until legislation shall be enacted extending the United States customs laws 
and regulations to the Hawaiian Islands the existing customs relations of the 
Hawaiian Islands with the United States and other countries shall remain un- 
changed. 

The public debt of the Republic of Hawaii, lawfully existing at the date of the 
passage of this joint resolution, including the amounts due to depositors in the 
Hawaiian Postal Savings Bank, is hereby assumed by the Government of the 
United States; but the liability of the United States in this regard shall in no 
case exceed four million dollars. So long, however, as the existing government 
and the present commercial relations of the Hawaiian Islands are continued 
as hereinbefore provided, said Government shall continue to pay the interest 
on said debt. 

There shall be no further immigration of Chinese into the Hawaiian Islands, 
except upon such conditions as are now or may hereafter be allowed by the laws 
of the United States; no Chir.ese, by reason of anything herein contained, shall 
be allowed to enter the United States from the Hawaiian Islands. 

The President shall appoint five commissioners, at least two of whom shall be 
residents of the Hawaiian Islands, who shall, as soon as reasonably practicable, 
recommend to Congress such legislation concerning the Hawaiian Islands as they 
shall deem necessary or proper. 

Src. 2. That the commissioners hereinbefore provided for shall be appointed 
by the President, by and with the advice and consent of the Senate. 

Src. 3. That the sum of one hundred thousand dollars, or so much thereof as 
may be necessary, is hereby appropriated, out of any money in the Treasury 
not otherwise appropriated, and to be immediately available, to be expended at 
the discretion of the President of the United States of America, for the purpose 
of carrying this joint resolution into effect. 

Senate joint resolution adopted July 7, 1898 (30 Stat. 750). 


ApprpENDIx G 


SuMMARY OF CONGRESSIONAL INVESTIGATIONS OF STATEHOOD FOR Hawall, 
1935-54 


I. THE 1935 CONGRESSIONAL INVESTIGATION 


The first hearings on statehood were conducted in Hawaii in 1935 by a com- 
mittee of the House. 

The committee held hearings for 12 days and heard 105 witnesses, 90 of whom 
favored statehood, and collected 343 pages of testimony. (Hearings before the 
subcommittee of the Committee on the Territories on H. R. 3034, 74th Cong., 
Ist sess.) At that time the committee reported to Congress that it “‘found the 
Territory of Hawaii to be a modern unit of the American commonwealth, with a 
political, social, and economic structure of the highest type.”” (Hearings on H. R. 
3034, 74th Cong., Ist sess., p. 329.) 

By the close margin of three to two the bill failed to be reported favorably to 
the full committee, since the majority felt that further study was necessary. (See 
Summary, hearings on H. R. 3034, pp. 301-304.) 


Il. THE 1937 CONGRESSIONAL INVESTIGATION 


In 1937 the joint committee appointed to visit Hawaii held public hearings for 
17 days, and visited industrial, social, educational, and military establishments on 
the five major islands. Residents on all islands visited were publicly urged to 
appear and express their views. The committee heard 66 witnesses, 47 of whom 
favored statehood, and collected nearly 700 pages of testimony. (Hearings before 
the Joint Committee on Hawaii, 75th Cong., 2d sess.) 
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In its report (S. Doc. No. 151, 75th Cong., 3d sess.), the committee said, 
“Hawaii has fulfilled every requirement for statehood heretofore exacted for 
Territories.” (S. Doc. No. 151, p. 94.) 

The committee recommended that a statehood plebiscite be held to ascertain 
the wishes of the people, and that further study be made due to the disturbed 
condition of international affairs (S. Doc. No. 151, p. 95). 

The Territorial legislature authorized a plebiscite to be held in 1940. By a 
majority of more than 2 to 1, the people of Hawaii voted in favor of statehood. 

During the war years Hawaii held its statehood aspirations in abeyance. 


Ill, THE 1946 CONGRESSIONAL INVESTIGATIONS 


In 1946, a third congressional investigation was held in Hawaii. 

The committee publicly invited the people to appear before them to present 
their views on statehood and upon any other matter relating to the welfare of the 
Territory. 

The group held hearings for 12 days on the 5 major islands, and heard 107 
witnesses, 91 of whom favored statehood. Recorded were 908 pages of testi. 
mony, including 35 written statements and exhibits relating to social, economic, 
and political life. (Hearings before the subcommittee of the Committee on the 
Territories, House of Representatives, 79th Cong., 2d sess.) 

The subcommittee submitted a unanimous report (H. Rept. No. 1620, 79th 
Cong., 2d sess.) in which it recommended that “since: 

“‘1. The people of the Territory of Hawaii have demonstrated beyond question 
not only their loyalty and patriotism but also their desire to assume the responsi- 
bilities of statehood; and since 

“2. The policy of the United States Government is one of self-determination: 
that peoples be allowed to choose freely their form of political status; and since 

“3. Hawaii's strategic location in the Pacific plays so large a part in our coun- 
try’s international position in this area; and since 

“4. The Congress of the United States has through a series of acts and com- 
mittee reports indicatéd to the people of the Territory that Hawaii would be 
admitted into the Union when qualified; and since 
4 rr The Territory of Hawaii now meets the necessary requirements for state- 

ood: 

“Tt is the recommendation of this subcommittee that the Committee on Terri- 
tories give immediate consideration to legislation to admit Hawaii to statehood.’ 


IV. THE 1947 CONGRESSIONAL INVESTIGATION 


The House Committee on Public Lands met in Washington, D. C., in March 
1947, to consider H. R. 49, and 11 other bills granting statehood to Hawaii. 

The committee held hearings for 13 days and heard 35 witnesses, all of whom 
favored immediate statehood. Opposition to the bill consisted of three com- 
munications, one of which was printed in the record. The committee collected 
310 pages of testimony. (Hearings before the Committee on Public Lands, 
House of Representatives, 80th Cong., Ist sess., on H. R. 49.) 

Several Federal departments were requested by the committee to submit reports 
on Hawaii’s statehood bill. The administration endorsed the bill, and the Secre- 
sory eo and the Secretary of the Navy offered no objection to the enactment 
of H. R. 49. 

Fleet Adm. Chester W. Nimitz, testifying as a private citizen, stated, ‘From 
a military and naval standpoint, I can see no objection to these islands achieving 
statehood.” 

Maj. Gen. Charles D. Herron, USA (retired), former commander of the 
Hawaiian Department, testified that the people of Hawaii “have long since shown 
themselves to be wise and fully worthy of full citizenship.” 

Many Members of the 80th Congress testified or presented statements for 
the record supporting the bill. 

Whereas the 1946 hearings in Hawaii stressed the readiness of the people of the 
islands to meet the responsibilities of statehood, the testimony submitted in 
Washington in 1947 related largely to national aspects, such as national defense, 
trade relations, and foreign affairs. Hawaii’s position at the crossroads of the 
Pacific was viewed as a reason for statehood. 

For the second time in 2 years a committee of Congress unanimously recom- 
mended statehood. 

The 1947 committee report (H. Rept. No. 194, 80th Cong., Ist sess.), drew 
particular attention to the following: 
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“The strategic location in the mid-Pacific of Hawaii’s modern community of a 
half million loyal American citizens, with its modern facilities for transportation, 
communication, and defense, is of immeasurable value to the Nation; 

“The granting of statehood to Hawaii at this time will be an actual demonstra- 
tion of the purposes of the United States in granting self-determination to the 
peoples of the world; 

“The joint committee of the Seventy-fifth Congress appointed in 1937, after 
thorough investigation in the islands, found ‘That Hawaii has fulfilled every 
requirement for statehood heretofore exacted of Territories’; and 

“The subcommittee appointed in the Seventy-ninth Congress unanimously 
recommended that immediate consideration for legislation looking to the admission 
of Hawaii to statehood be undertaken.”’ 

The findings and conclusions of the 1947 congressional hearings on the question 
of statehood for Hawaii were based on its own investigation and the investizations 
of two previous congressional committees. 

In June 1947, an Hawaii statehood bill passed the House by a vote of 196 to 
133; Congress adjourned before further action was taken. 


V. THE 1948 CONGRESSIONAL INVESTIGATION 


During 1948 three separate investigations on the subject of statehood for 
Hawaii were held: 

1. In January the chairman of the Senate Subcommittee on Territories and 
Insular Affairs, Hon. Guy Cordon, of Oregon, went to Hawaii at the direction 
of the full committee in connection with H. R. 49, the Hawaiian statehood bill 
before the Eightieth Congress. 

Public hearings on statehood were held for 16 days on the major islands. Of 
the 231 witnesses testifying, 215 favored statehood and 16 opposed it. (Hearings 
before the Subcommittee on Territories and Insular Affairs of the Committee on 
Public Lands, 80th Cong., 2d sess.) 

Special study was given to the Territory’s judicial svstem, the degree to which 
the racial ‘‘melting pot” works, the economic stability of the Territory, and the 
extent of the menace of communism and bloc voting. 

The report held that: 

(1) The courts of the Territory are functioning satisfactorily. 

(2) Democracy has creditably proved itself in Hawaii. 

(3) The financial condition of the Territory appears sound. 

(4) Though the extent of Communist success in Hawaii is not definitely known, 
the total number of Communists being fewer than 100, ample protection against 
the infiltration of Communist doctrines in the formation of a State constitution 
exist, since approval must be given both by the electorate of Hawaii and by the 
President of the United States. 

(CommitreEe Nore.—By committee amendment to the present bill, this function 
of safeguarding the State constitution rests with the Congress, in accordance with 
the principles of the Federal Constitution.) 

(5) Election records of Hawaii for 48 years do not support the contention of 
bloc voting, and there is little chance that the pattern of political behavior will 
undergo any drastic changes under State government. 

The chairman recommended that the bill be favorably reported to the Senate 
with a recommendation for immediate action. 

It was later decided by the Senate committee to hold further hearings in 
Washington, D. C., to determine national interest. 

2. On April 15, the Senate subcommittee met in Washington, heard 8 witnesses, 
none in opposition, and collected 53 pages of testimony. 

On May 8, the committee decided to take no action on its subcommittee’s 
favorable report on statehood, and authorized the chairman to arrange a trip to 
Hawaii for committee members wishing to study the matter on the ground. 

3. From November 1 to 12, the chairman of the committee, Senator Hugh 
Butler, conducted in Hawaii an investigation of Communist activities in the 
Territory. In all, 77 confidential interviews were made a matter of record, and 
more than 100 other witnesses interviewed. 

A report of the investigation was made in June 1949; in summary, the report 
recommended: 

(1) That statehood for Hawaii be deferred indefinitely, until communism in the 
Territory may be brought under effective control; 

(2) That the Territorial government of Hawaii be encouraged to take positive 
steps within the scope of its authority to suppress unlawful communistic activities; 
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(3) That the executive branch of the Federal Government, through the Depart- 
ment of Justice, take immediate steps to prosecute lawless communism in the 
Territory, and to protect from force and violence those who honestly seek to 
support and strengthen orderly constitutional government; 

(4) That Congress take cognizance of the very serious economic problems 
which confront Hawaii as a result of the activities of the Communist-dominated 
ILWU and immediately enact remedial legislation. 


VI. THE 199 CONGRESSIONAL INVESTIGATION 


On March 3 and 8, the Subcommittee on Territorial and Insular Possessions of 
the House Public Lands Committee held hearings in Washington, with the 
voluminous record already amassed before it. Five witnesses testified, none in 
opposition, though two communications in opposition to the legislation were 
received and made part of the record. 

The Committee on Public Lands on March 10, in reporting favorably on the 
bill, as amended, and recommending that it pass, concluded, in part, as follows: 

1. The Territory is not only self-supporting, but pays more Federal income tax 
than any one of 12 States. 

2. Had Hawaii been a State, it hardly would have been subjected to the indig- 
nities which befell it in World War IT. 

3. There is no area under United States jurisdiction where a greater complexity 
of races live so harmoniously. 

4, Both major political parties in the United States included a recommendation 
of statehood for Hawaii in their party platforms of 1948. 

5. Statehood for Hawaii would increase immeasurably the prestige of America 
throughout the Orient. 

The committee recognized that the extent of Communist influence and activity 
in the Territory had been the objective of intense inquiry, but was of the opinion 
that the people of the Territory are alert to the problem and would be better 
able to cope with it as a State than as a Territory. 


VII. THE 1950 CONGRESSIONAL INVESTIGATION 


Though the seventh investigation by Congress of statehood for Hawaii was not 
held until May 1950, two activities of Congress preceded the Senate hearings: 

1. In January, a House Public Lands Committee, Special Committee on Pacific 
Territories and Island Possessions, after an extended trip throughout the Pacific 
Ocean area, including Hawaii, returned to Washington and strongly urged that 
Congress act favorably on the Hawaii statehood legislation. The Senate Com- 
mittee on Interior and Insular Affairs was officially represented by its chief clerk, 
Mills Astin, on this inspection trip and inquiry. 

2. The House of Representatives voted on March 7 by 262 to 110 to admit 
Hawaii to statehood. 

The Senate Interior and Insular Affairs Committee held hearings in Washington 
the early part of May, heard 60 witnesses, none in opposition, though several 
communications in opposition to statehood were inserted in the record. Sub- 
sequently, the committee met in executive session over a period of 2 weeks to 
consider the evidence and make necessary amendments to the bill. 


VIII. THE 1951 SENATE COMMITTEE REPORT 


On May 8, 1951, 9 members of the Senate Interior and Insular Affairs Com- 
mittee reported favorably on 8. 49, in one of the most emphatically worded reports 
in the long history of the Hawaii statehood legislation. 

The majority group passed the bill without further hearings, stating that the 
record of testimony built up around the question of Hawaiian statehood was more 
complete than in the case of any other Tuethars prior to admission. 

The committee found that Hawaii, unequivocally, had met every test applied 
to 29 other Territorial applications for admittance into the Union. 

“Tt is a paradox,’’ the report stated, ‘“‘that the United States should still permit 
so vital a part of itself to remain in the inferior status of a Territory when that 
part fulfills each and every one of the historic qualifications for statehood, and is 
eager to assume the burdens and responsibilities of full equality, as well as enjoy 
its privileges.’’ And: 

“Tt is submitted that if the ultimate test of loyalty and patriotism is the willing- 
ree to fight and die for one’s country, then Hawaii has nobly met this test also.” 
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“The devotion to American ideals of the sons of Hawaii has been irrefutably 
written in the pages of world history on the battlefields of Lurope, and, more 
recently, in Korea.’’ And in conclusion: 

“Therefore, conscious of their responsibility as Members of the Senate of the 
82d Congress to the Senate and to the Nation, the majority of the committee 
recommends that the Senate continue the pattern under which America has grown 
great and approve this legislation to admit the prosperous, populous, and thor- 
oughly American Terr:tory of Hawaii to statehood.”’ 


IX. THE 1953 CONGRESSIONAL INVESTIGATION 


A subcommittee of the Committee on Interior and Insular Affairs of the House 
of Representatives, 83d Congress, Ist session, met on February 23, 24, 26, and 
27 to continue its investigation into the fitness of Hawaii fo assume the obligations 
and responsibilities of statehood. 

Nineteen witnesses were heard or made oral depositions. One was in opposi- 
tion, the remainder favorable to Hawaii’s admission as a State. Among the 
latter was the Honorable Douglas Me Kav, Secretary of the Interior, who gave it as 
his opinion that Hawaii was fully qualified for statehood and that our American 
principles of constitutional self-government call for ‘‘speedy and favorable action 
on H. R. 49.” 

The Navy Department, by letter, signed by the Judge Advocate General, 
recommended enactment of the bill. 

On March 3, the committee submitted its report, recommending passage by 
the House. The report held that admission of Hawaii is in the national interest; 
noncontiguity is no bar to statehood; that economic and cultural progress in 
Hawaii has been marked; and that the economy of the Territory was sufficient 
to maintain stable government. 

On March 10, for the third time in the history of the Hawaii statehood cam- 
paign, the House of Representatives passed the bill to enable Hawaii to become 
a State. The vote was 274 to 138. 

On March 6, a subcommittee of the Committee on Interior and Insular Affairs, 
United States Senate, convened to hear testimony on 8. 49, introduced by Mr. 
Cordon and 15 other Senators; and S. 51, introduced by Mr. Murray and 14 other 
Democratic Senators. The committee heard three witnesses, among them the 
former attorney general of Hawaii, who testified in connection with land matters 
in Hawaii. 

A new and full-dress investigation was started before the full committee on 
June 29 and continued up to July 11. Twenty-five witnesses appeared in person 
while scores of exhibits and statements were introduced into the record. The 
resultant report, of 652 pages, again comprises in up-to-date form an incisive 
insight into the political, economic, cultural, racial, labor, and administrative 
standards in the Territory. 


X. THE 1954 CONGRESSIONAL INVESTIGATION 


When the 2d session of the 83d Congress convened in January, the Interior and 
Insular Affairs Committee met, on January 7-8, for the purpose of hearing former 
Gov. Ingram M. Stainback of Hawaii testify. 

His appearance was followed by a series of executive sessions of the committee. 
On January 27, with a full committee represented, the Hawaii statehood bill was 
reported favorably by a vote of 12 to 3. 


XI. THE 1954 CONGRESSIONAL INVESTIGATION 


In December 1954, a subcommittee of the House Committee on Interior and 
Insular Affairs visited the Territory of Hawaii. Notice that statehood hearings 
would be held on December 16-17 was carried via press and radio. Twenty-one 
witnesses volunteered to be heard. Twenty of them testified in behalf of imme- 
diate statehood. One witness was in opposition. . 


XII. THE 1955 CONGRESSIONAL INVESTIGATION 


The full committee of the House Interior and Insular Affairs Committee began 
hearings on H. R. 2535, the Hawaii-Alaska statehood bill, on January 25, 1955. 
No witnesses were summoned from the Territories. Federal agency and bureau 
heads, including Secretary of the Interior McKay, Dr. Dedrick of the Bureau of 
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the Census, representatives of the Department of Defense, State Department, 
the American Federation of Labor, and others were heard. On February 16, by 
a vote of 19 to 6, the committee reported favorably on the measure. 








APPENDIX H 


NATIONAL Party PLANKS ON STATEHOOD 





The Republican Party and the Democratic Party are committed irrecoverably 
to immediate statehood for Hawaii. Pledges to that end were incorporated in 
the 1952 national platforms of both major parties during the July conventions 
in Chicago. Both platforms were adopted by their respective delegations without 
a dissenting vote. 

Here is the history of the national party planks on statehood: 











REPUBLICAN PARTY 






1952 
“We favor immediate statehood for Hawaii. 
“We favor statehood for Alaska under an equitable enabling act. 
‘We favor eventual statehood for Puerto Rico.”’ 


1948 
‘‘We favor eventual statehood for Hawaii, Alaska, and Puerto Rico.” 


1946 

(Resolution of national committee, May 1946:) 

“Whereas the Republican Party in its national platform has supported policies 
looking toward ultimate statehood for Hawaii; 

‘Whereas the people of Hawaii have demonstrated beyond question their 
loyalty, patriotism, and, by an overwhelming vote, their desire to assume the 
responsibilities of statehood; 

“Whereas the capacity of the people of this Territory to assume the responsibili- 
ties of State government has been fully demonstrated; and 

‘“‘Whereas the admission of the Territory of Hawaii as the 49th State would be 
in fulfillment of a promise long made, is in keeping with a policy of self-determina- 
tion, and would strengthen the position of this country in the Pacific: Be it 
further 

“Resolved, That the Republican National Committee endorse the effort of the 
people of Hawaii to obtain immediate statehood.” 


1944 

‘“‘Hawaii, which shares the Nation’s obligations equally with the several States, 
is entitled to the fullest measure of home rule looking toward statehood and to 
equality with the several States in the rights of her citizens and the application 
of all our national laws.” 
1940 

“Hawaii, sharing the Nation’s obligations equally with the several States, is 
entitled to the fullest measure of home rule and to equality with the several 
States in the right of her_citizens and in the application of our national laws.” 


1932 

“We believe that™the customary status of self-government * * * enjoyed by 
* * * the Territory of Hawaii should be maintained, and that officials * * * 
should be bona fide residents of the Territory,” 
1924 

Favored Federal assistance in harbor improvements for Hawaii, the appropria- 
tion of its share of Federal funds, and extension of homesteads for Hawaiian race. 


1920 
; ‘For Hawaii we recommend Federal assistance in Americanizing and educating 
4 her greatly disproportionate foreign population, home rule, and the rehabilitation 
of the Hawaiian race.” 

1916 

Bona fide residents for Territorial officials. 
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1908 


Immediate statehood for New Mexico and Arizona. 


Territorial officials ‘‘should be bona fide residents of the Territory in which their 
duties are to be performed.” 


DEMOCRATIC PARTY 
1952 

“Alaska and Hawaii. By virtue of their strategic and geographical locations, 
Alaska and Hawaii are vital bastions in the Pacific. These two Territories have 
contributed greatly to the welfare and economic development of our country and 
have become integrated into our economic and social life. We therefore urge 
immediate statehood for these two Territories.” 
1948 


“We urge immediate statehood for Hawaii and Alaska; immediate determination 
by the people of Puerto Rico as to their form of government * * *.” 
1944 

‘“‘We favor enactment of legislation granting the fullest measure of self-govern- 
ment for Alaska, Hawaii, and Puerto Rico, and eventual statehood for Alaska 
and Hawaii.” 
1940 

“We favor a large measure of self-government leading to statehood for Alaska, 
Hawaii, and Puerto Rico. We favor the appointment of residents to office and 
equal treatment of the citizens of each of these three Territories. We favor the 
prompt determination and payment of any just claims by Indians and Eskimos, 
citizens of Alaska, against the United States.” 
1932 

Ultimate statehood for Puerto Rico. 
1928 

“We favor appointment only of bona fide residents to office in the Territories.” 
Territorial government for Puerto Rico, ‘“‘with a view to ultimate statehood.’’ 
1924 

Territorial self-government for Alaska. 
1920 

Full Territorial government for Puerto Rico and Alaska, ‘‘with view to ultimate 
statehood accorded to all Territories of the United States since the beginning of 
our Government.” 

Bona fide residence for Territorial officials. 


1916 
Territorial officials ‘should be qualified by previous bona fide residence.” 
1912 
“Officials appointed to administer the government of all our Territories * * * 
should be qualified by previous bona fide residence.”’ 
1908 
Immediate statehood for Arizona and New Mexico. 


Administrative officials of all ‘Territories should be thoroughly qualified by 
previous bona fide residence.” 


Application of land laws to Hawaii and promotion of homesteads. 
1904 
Immediate statehood for Arizona, New Mexico, and Oklahoma, 
Administrative officials of any Territory ‘should be bona fide residents of that 
Territory.” 
1900 


“We are not opposed to Territorial expansion when it takes in desirable terri- 
tory which can be erected into States in the Union, and whose people are willing 
and fit to become American citizens. We favor expansion by every peaceful and 
legitimate means.”’ 

Promised immediate statehood to Arizona, New Mexico, and Oklahoma, and 
took stand favoring home rule for Territories. 

(Hawaii Statehood Commission, Washington, D. C.) 
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Supreme Court Rutinas 


The strong precedent which established territoriality as a preparation for 
statehood has been reaffirmed time and again by rulings of the Supreme Court 
and opinions of other authorities on constitutional law. 

Chief Justice Taney in the celebrated Dred Scott case, declared that a Terri- 
tory “is acquired to become a State, and not to be held as a colony and governed 
by Congress with absolute authority.” 

As late as 1894, the Supreme Court handed down a similar decision using 
language obviously borrowed from the Ordinance of 1787: 

“The territories acquired by Congress whether by deed or cession from the 
original states, or by treaty with a foreign country, are held with the object, 
as soon as their population and conditions justify, of being admitted into the 
Union as states upon an equal footing with the original states in all respects.” 

In still another instance, the Supreme Court ruling, holding that the District 
of Columbia Court of Appeals was a constitutional court of the United States, 
concluded: 

“The absence from the Constitution of such guaranties for territorial judges 
was no doubt due to the fact that the organization of governments for the Terri- 
tories was but temporary, and would be superseded when the Territories became 
states of the Union.” 

In O’ Donoghue v. United States (289 U. S. 537), the Supreme Court ruled: 
“Since the Constitution provides for the admission by Congress of new states, 
it properly may be said that the outlying continental domain, of which the United 
States was the proprietor, was, from the beginning, destined for admission as a 
state or states into the Union; and that as a preliminary step toward that fore- 
ordained end—to tide over the period of ineligibility—-Congress, from time to 
time, created territorial governments, the existence of which was necessarily 
limited to the period of pupilage.”’ 

(Hawaii Statehood Commission, Washington, D. C.) 


Appenpix I 


AREA OF HAWAII 


The Hawaiian Islands, a semitropic archipelago in the North Pacific Ocean, 
are composed of a series of islands stretching over 1,910 statute miles. Approxi- 
mately the size in land area of Connecticut and Rhode Island combined, the 
eight main islands, which are situated within a distance of 350 miles of each 
other, are populated by more than one-half million people.—(From H. Rept. 
254, 8lst Cong., Ist sess.) 

(Hawaii Statehood Commission, Washington, D. C.) 


Sratistics CuHartine Steapy Gains in Hawan’s PoPuLaTIoN 


The 1951 majority report by the Senate Interior and Insular Affairs Committee 
stated that Hawaii has ‘fully’ and “‘unequivocally”’ met every historic qualifica- 
tion for statehood. 

One of those historically effective qualifications, applied in each of 29 previous 
admissions of Territories to statehood, was that the ‘“‘Territory had attained a 
sufficiently large population to support statehood in the time in which it was 
admitted.” 

Hawaii's present population (499,794, United States census, 1950) exceeds that 
of any other Territory at the time of admission as a State with the single excep- 
tion of Oklahoma. 

It exceeds today the population of four of the States, as based on the April |, 
1950, Federal census: 


318, 085 

Vermont 377, 747 

It borders the population of several other States, notably Idaho, 588,657; 
Montana, 591,024; and New Hampshire, 533,242. 
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Nor is the population of the Territory of Hawaii static. In 1850 Hawaii had 
a population of 84,165. In 1950, 100 years later, it had increased 6 times as 
much. Its largest gain, 43.9 percent, came in the decade ending in 1930 when 
112,424 persons were added. The 1950 gain is 18.1 percent over that of 1940. 
(Approximately 87 percent of the population of Hawaii are United States citizens.) 
The city of Honolulu, with a 1950 census of 248,034 ranks as the 44th city of the 
United States in size, ahead of such cities as Dayton, Ohio; Oklahoma City, 
Okla.; Richmond, Va., and Syracuse, N. Y. 

(Hawaii Statehood Commission, Washington, D. C.) 





BREAKDOWN ON Recent TERRITORIAL, County ELections In Hawa By Tota 
Vote, PERCENTAGES 


In the political field, the people of Hawaii are well advanced, congressional 
committees investigating statehood for Hawaii have noted in their reports. 
Although they have not been entitled to vote for their President, more than 85 
percent of the number of registered electors, as United States citizens, vote for 
their delegate to Congress, for members of the Territorial legislature, and for 
local officials. Through their franchise these citizens indicated their strong desire 
for statehood by voting 2 to 1 in favor of such a course in 1940. 

Here is a breakdown on votes cast in recent years: 


For Territorial offices 











| 1944 1946 | 1948 | 1950 | 1952 | 1954 

| 
Registered voters. ._........... 5,202 | 84,326 | 103, 180 123,616 | 141,319 | 148,717 | 160,865 
| iterates 63,359 | 71,704 | 87,466 | 107,529 | 118,707 | 130,345| 142.485 
DUNN ictek neskdanscckuaiechos 74.2 85.3 84.7 86.9 83.9 87.6 88. 57 








For the city and county of Honolulu 

















Number of | Number 
Election registered pone Percentage 
electors voted vote 

CE MING oniiGhictdine nc pnsebtiesbendnsedh tbinntiedtoemens 49, 084 5 . 
kf, SR CR RSAC TS 51, 006 3 ro ot 
.. | & aS eee ere aie Sere 65, 289 54, 750 83.8 
EET Bi oncicncnaeankcagJdiawucnas ¢kdbbaien es tbks taeiie 80, 239 68, 519 85.3 
SE ID Sidon cinsekan nesacteddeasdadadbubsieeickucdened 93, 353 | 76, 236 81.6 
CHORIN OE SOB iv dacs deen ctetns cansesadesd deed hs 99, 740 | 87, 271 87.49 





(Hawaii Statehood Commission, Washington, D. C.) 
HAWAII PLEBISCITE HELD IN 1940 


In 1937, Congress appointed a joint committee of 24 Senators and Representa- 
tives to make an authoritative study of the question of statehood for Hawaii. 
After holding extended hearings in Hawaii, the committee formulated a report 
which, among other recommendations, suggested the holding of a plebiscite of the 
electorate of the Territory to determine its actual sentiment on statehood. 

Regarding such a recommendation as virtually a mandate from Congress, 
Hawaii’s 1939 Legislature passed Act No. 243, which provided that plebiscite be 
held at the general election on November 5, 1940. 

To the question on the ballot: ‘Do you favor statehood for Hawaii?” 46,174 
Moen or 67 percent, answered ‘“Yes.”” The negative vote was 22,428, or 33 
percent. 


CONSTITUTIONAL CONVENTION IS AUTHORIZED, HELD 


In 1949 the 24th Legislature of the Territory of Hawaii enacted a bill authorizing 
and convening of a constitutional convention. Under the provisions of Act 334, 
delegates were elected in the fall of 1949—63 citizens representing a good cross 
section of Hawaii’s population from all parts of the Territory. 

_ They convened on April 4, 1950. On July 22, 1950, Hawaii’s State Constitu- 
tion, as drafted, was signed by 62 of the 63 delegates._. The legislature was called 
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into special session on September 29, 1950, and met for 12 days. By almost 
unanimous vote, the legislature enacted a joint resolution approving the Constitu- 
tion as drafted, without alternative proposals. It also provided for a ratification 
vote by the electorate of Hawaii at the general election on November 7, 1950. 


STATE CONSTITUTION WIDELY APPROVED 


When the voters of the Territory went to the polls, as provided, they voted 
overwhelming approval of the constitution—82,788 to 27,109, or nearly 3 to 1 
for ratification. 

The Hawaii State Constitution has won wide acclaim as a model among such 
instruments. The National Municipal League of New York City said: ‘We feel 
that you have set a new high standard in the writing of a modern State con- 
stitution by a convention.” 

The constitution itself is a thoroughly American document, patterned after 
the Constitution of the United States and State constitutions. 

(Hawaii Statehood Commission, Washington, D. C.) 


SratTEeHOOD FoR Hawau Gets Heavy Votre or APPROVAL IN NATIONAL GALLUP 
PoLLs 


Princeton, N. J.—“‘If the 84th Congress makes Hawaii the 49th State, it will 
be putting into effect a proposal which has had the backing of the American public 
for more than 14 years,’’ says George Gallup, director of the American Institute 
of Publie Opinion. 

As early as 1941, and at repeated intervals since, surveys by the Institute have 
found opinion in favor of admitting Hawaii into the Union. 

In February 1955, sentiment was as follows: 

““Would you favor or oppose having Hawaii admitted as a State in the Union?” 


Percent 


No opinion 


Total 


The continuous support which the American publie has given the move for 
statehood can be seen in the following trend of the vote over the years in the 
Institute’s surveys: 

Statehood for Hawaii 





Favor | Oppose No opinion 





Percent Percent Percent 
48 23 





(Hawaii Statehood Commission, Washington, D. C.) 


TAKEN From Articte spy THomas J. Weicn, Presipent, Iuuinots Bar 
ASSOCIATION, IN ILLINOIS BAR JOURNAL, SEPTEMBER 1952 


The majority of Hawaiian lawyers feel that the admission of Hawaii into the 
Union, as a State, is in the best interests of the Nation and the Territory. They 
also feel that the Territory meets all of the traditional requirements for state- 
hood, and, as a State, would make valuable contributions to the Nation and to 
the world. Statehood, they feel, is essential to the material progress of Hawaii 
and of even greater importance to its people, so that they may attain the rights 
and privileges of American citizens. Well over 85 percent of the population of 
Hawaii are citizens of the United States, either by birth in Hawaii or on the 
mainland. 
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On these islands the citizens feel territoriality has become a straitjacket, 
cramping growth and depriving them of rights for which they have fully qualified 
and which are their American heritage. 

In order to meet the requirements for statehood, a constitutional convention 
was convened in April 1950. On July 22, 1950, Hawaii’s State constitution, as 
drafted, was signed by 62 of the 63 delegates. The legislature was called into 
special session on September 29, 1950, meeting for 12 days. By an almost 
unanimous vote, it enacted a joinc resolution approving the constitution, as 
drafted, without alternative proposals. It also provided for a ratification vote 
of the electorate of Hawaii at the general election on November 7, 1950. The 
electorate approved the constitution as drafted, by a 3 to 1 majority, with 82 
percent of the eligible voters having voted on the question. 

The constitution is to be highly commended for its confinement to fundamental 
law, its clarity and simplicity of style and minimum “statutory provisions.” 

It is a thoroughly American document, patterned after the Constitution of the 
United States and State constitutions, and is free from the restrictions and legis- 
lative details that have so encumbered most of the State constitutions, 

We were fortunate to make the acquaintanceship of Mr. Nils Tavares, a 
prominent lawyer of the islands, and of Dr. Harold 8S. Roberts of the University 
of Hawaii who were members of the constitutional convention. 

Since the proposition of the admission of Hawaii is a very live issue before the 
Congress, every lawyer on the mainland should sufficiently acquaint himself with 
the facts to express an intelligent opinion upon the proposition. 

(Hawaii Statehood Commission, Washington, D. C.) 





Miuirary Leapers’ ComMMENT ON Hawat Statrenoop, Laup War Recorp 


Some of the Nation’s highest ranking military leaders have commented on the 
subject of statehood for Hawaii, publicly and while testifying before congressional 
committee investigation of the subject of Hawaii statehood. Here are a few 
excerpts: 

Gan. Douglas MacArthur: “We hope that when we meet again, Hawaii will be 
a full blown State.’’ (Honolulu, April 17, 1951.) 

Fleet Adm. Chester W. Nimitz: “I have given close study to the islands from 
a military and naval aspect. I perceive no objection from a military or naval 
standpoint to the Hawaiian Islands achieving statehood. I have a great admira- 
tion and appreciation of the complete and wholehearted cooperation they gave 
the war effort.”” (Testimony, March 10, 1947.) 

Gen. J. Lawton Collins, Chief of Staff: ‘‘The splendid part played by Hawaii 
in the Korean war is entirely in keeping with the distinguished record established 
in World War II.” (Letter to Delegate J. R. Farrington, April 11, 1951.) 

Maj. Gen. Chas. D. Herron, United States Army, retired: ‘‘I was in command 
in Hawaii from 1937 to 1941, shortly before Pearl Harbor, when I was retired. 
* * * The people are not only good people, but they have long since shown them- 
selves to be wise and fully worthy of full citizenship.” (Testimony, March 1947.) 

(Hawaii Statehood Commission, Washington, D. C.) 





APPENDIX J 


NATIONAL ORGANIZATIONS SUPPORTING STATEHOOD FOR HaAawall 


Nearly two-score national organizations have endorsed statehood for Hawaii. 
With combined membership running into the tens of millions of persons, they 
reflect the sentiments of a great cross section of the people of the Gnited States 
in the professions, in veterans’ affairs, the church, labor, the farming industry, 
political organizations, women’s professional associations, service clubs, education, 
business and industrial groups, civic and fraternal bodies and commercial societies. 

Below is a partial list of those organizations which have, in national convention, 
endorsed and reaffirmed their support of statehood for Hawaii. 
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NATIONAL ASSOCIATIONS ADOPTING RESOLUTIONS SUPPORTING STATEHOO 
FOR HAWAII 


American Legion 

American National Livestock Association 

American Veterans Committee 

American Water Works Association 

Association of State and Territorial Health Officers 
Chamber of Commerce of the United States (board of directors) 
Committee for Maritime Unity 

Congress of Industrial Organizations(CIO) 

Congress of the National Society of Delta Sigma Rho 
Disabled American Veterans 

General Conference of the Methodist Church 

General Council of the Congregational Christian Churches 
Governors’ National Conference 

International Association for Identification 

International Longshoremen’s and Warehousemen’s Union 
Kiwanis Club 

Lions International 

National Association of Real Estate Boards 

National Association of Sanitarians 

National Education Association 

National Federation of Women’s Republican Clubs 
National Society, Daughters of the American Revolution 
Railway Labor Executive Association 

Republican National Committee 

Soroptimists Clubs 

United States Junior Chamber of Commerce 

Veterans of Foreign Wars 

World Trade Committee 

Young Women’s Christian Association 

Zonta Clubs of America 

Attorneys General Association 

National Grange 


Otp ARGUMENTS FOR AND AGAINST THE ADMISSION OF STATES 


Prolonged debate has preceded the admission of new States into the Union. 
It is fortunate that the strenuous objectors to the admission of new States did 
not prevail; for, by their transition from Territoriality was laid the pattern for 
evolution for more than half the States of the Union. j 

Josiah Quincy, representing Massachusetts in Congress, in 1812 opposed the 
admission of Louisiana into the Union. He said: 

“The bonds of the Union must be dissolved rather than admit these westerners 
as it will be the right of all, so it will be the duty of some, to prepare definitely 
for separation; amicably if they can, violently if they must.” 


TEXAS ADMISSION IS OPPOSED 


Daniel Webster, in 1845, said in the Senate in opposition to entry of Texas: 

“A very dangerous tendency and of doubtful consequence to enlarge the 
boundaries of this Government. There must be some limit to the extent of our 
territory, if we are to make our institutions permanent. The Government is 
very likely to be endangered, in my opinion, by a further enlargement of its already 
vast territorial surface.” tink 

Josiah Quincy of Massachusetts, also in 1819, opposed the admission of Ala- 
bama, saying: : 

“You have no authority to throw the rights and property of the people into 
the ‘hotch-potch’ with the wild men on the Missouri, nor with the mixed though 
more responsible race of Anglo-Hispan-Gallo-Americans who bask on the sands 
in the mouth of the Mississippi. Do you suppose the people of the Northern and 
Atlantic States will, or ought to, look with patience and see Representatives an 
Senators from the Red River and the Missouri, pouring themselves upon this 
and the other floor, managing the concern of a seaboard fifteen hundred mile‘, 
at least, from their residence?” 
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NEW MEXICO, ARIZONA OPPOSED 


Representative Sterling Cole, of Illinois, in a House debate, April 19, 1904, 
opposing the admission of New Mexico and Arizona, declared: 

“T submit * * * that it is absolutely impossible for Arizona or New Mexico 
ever to have a dense population. They will never have any great cities through 
which commerce from the East to the West will pass. There is no trade, no 
commerce, no production beyond Arizona that must come through these Terri- 
tories to the East and North. The population drawn to this new State by reason 
of its mineral resources will be largely transient. It will build a city today and 
tomorrow it will be gone.” 


FIGHT ON CALIFORNIA 


The admission of California was strenuously opposed, and brought on a filibuster 
in the Senate. Senator Stephen A. Douglas said: “I have always thought that 
the boundaries of California were too large. I have laid upon the table an amend- 
ment proposing to divide it into three States.” 

Senator Ewing said: “With all the extent of California, it will never sustain 
one-half the population of the small State of Ohio, not one-half. The population 
will be very small indeed.” 

Between August 6-8, 1850, Senator D. L. Yulee, of Florida, filibustered against 
the admittance of California. 

In the second session of the 14th Congress, on December 23, 1816, a House of 
Representatives committee reported on statehood for Mississippi as follows: 

“Your committee beg leave barely to remark that they cannot believe a State 
of such unprecedented magnitude as the one contemplated by the memorialists 
can be desirable to any section of the United States. From the settlement on the 
Tennessee to that on the Mississippi, the distance is about 400 miles, all of which 
is a wilderness. Between the Tennessee and the Mississippi settlement, there is 
not, and probably never will be, any commercial intercourse whatever.” 


SOME CONTRARY VIEWS 


Some of the statesmen of the period held contrary views. Senator Stephen B. 
Elkins, of West Virginia, during the New Mexico-Arizona debates, said: 

“A State government induces stability, inspires confidence, insures home rule, 
home government, gives power to the people to do things in their own interest 
through Senators and Representatives, a voice in the legislature—in the making 
of laws—that govern them. * * * All these things are denied the people of a 
Territory.” 

Senator McCumber, of North Dakota, declared during the same debate that 
Arizona and New Mexico should not be refused admission merely because many 
of the people there spoke only Spanish. He recalled that America was taking 
in more Europeans than this each year who did not speak English, and was having 
no trouble in assimilating them. 

Said Senator Quay, of Pennsylvania: 

“During my service in this Senate many new States have been admitted into 
this Union. Pennsylvania has welcomed them all and assisted them over the 
threshold.” 

Former President Benjamin Harrison, while a Senator from Indiana, reporting 
for the Committee on Territories on a bill to admit South Dakota, said: 

“* * * Territorial governments were always regarded as formative and tem- 
—— to be superseded by State governments as soon as the necessary conditions 
existed.” 

Senator Westcott, of Florida, in the United States Senate on July 25, 1948, said: 

“The whole system of Territorial governments is repugnant to the principles 
of our institutions. The proconsular despotisms that Rome allowed in her distant 
provinces, and the abuses which Cicero denounces in his oration for the Maximilian 
law, would not be more abhorrent than our Territorial municipal corporations. 

“T have lived 16 years under one, and felt disenfranchised as an American 
freeman the whole time.” 

NEW MEXICO DEFENDED 


Senator John T. Morgan, of Alabama, on February 20, 1889, urged the adoption 
of a conference report to admit four States—North Dakota, South Dakota, 
Montana, and Washington. New Mexico had been omitted from the bill because 
of the race question regarding her Mexican population. 
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Said Senator Morgan: 

“* * * The situation (omission of New Mexico) is one of extreme injustice and 
one that I dislike very seriously indeed, but I conceive it to be my duty to vote for 
the admission of any Territory into the Union without reference to race, politics, 
or any other question concerned in it * * * when such a State tries for admission 
into the American Union I will vote for it whenever it presents a constitution in 
conformity with the Constitution of the United States, that represents fully the 
right of local self-government in the organic law.” 


RESTING SPOT IN OCEAN 


Secretary of State Hamilton Fish, in March 1873, advised the American 
Minister in Honolulu that— 

“There are also those of influence and wise foresight who see a future that must 
extend the jurisdiction and limits of this Nation, and that will require a resting 
spot in midocean between the Pacific coast and the vast domains of Asia, which 
are now opening to commerce and Christian civilization.” 

Secretary of State Blaine, in 1881, referring to the Hawaiian Islands, said: 

“They are the key to the dominion of the American Pacific.” 

Alfred Thayer Mahan, America’s greatest naval authority and historian, said: 

“From a military point of view, the possession of Hawaii will strengthen the 
United States. It is not practicable for any trans-Pacific country to invest our 
Pacific coast without first occupying Hawaii as a base.” 

(Hawaii Statehood Commission, Washington, D. C.) 


ApprpENDIx K 


Text or TREATY With RvssIA FOR THE PURCHASE OF ALASKA 
(15 Srar. 539) 


Treaty concerning the Cession of the Russian Possessions in North America by 
his Majesty the Emperor of all the Russias to the United States of America; 
Concluded March 30, 1867; Ratified by the United States May 28, 1867; 
Exchanged June 20, 1867; Proclaimed by the United States June 20, 1867. 


By THE PRESIDENT OF THE UNITED STaTEs OF AMERICA 
A PROCLAMATION 


Whereas, a treaty between the United States of America and his Majesty the 
Emperor of all the Russias was concluded and signed by their respective pleni- 
potentiaries at the city of Washington, on the thirtieth day of March, last, which 
treaty, being in the English and French languages, is, word for word, as follows: 

The United States of America and his Majesty the Emperor of all the Russias, 
being desirous of strengthening, if possible, the good understanding which exists 
between them, have, for that purpose, appointed as their Plenipotentiaries: the 
President of the United States, William H. Seward, Secretary of State; and his 
Majesty the Emperor of al! the Russias, the Privy Councillor Edward de Stoeckl 
his Envoy Extraordinary and Minister Plenipotentiary to the United States. 

And the said Plenipotentiaries, having exchanged their full powers, which were 
found to be in due form, have agreed upon and signed the following articles: 


ARTICLE I, 


His Majesty the Emperor of all the Russias agrees to cede to the United States, 
by this con.ention, immediately upon the exchange of the ratifications thereof, all 
the territory and dominion now possessed by his said Majesty on the continent of 
America and in the adjacent islands, the same being contained within the geo- 
graphical limits herein set forth, to-wit: The eastern limit is the line of demarca- 
tion between the Russian and the British possessions in North America, as 
established by the convention between Russia and Great Britain, of February 
28-16, 1825, and described in Articles III and IV of said convention, in the follow- 
ing terms: 

‘Commencing from the southern-most point of the island called Prince of Wales 
Island, which point lies in the parallel of 54 degrees 40 minutes north latitude, 
and between the 131st and the 133d degree of west longitude, (meridian of Green- 
wich,) the said line shall ascend to the north along the channel called Portland 
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channel, as far as the point of the continent where it strikes the 56th degree 
of north latitude; from this last-mentioned point, the line of demarcation shall 
follow the summit of the mountains situated parallel to the coast as far as the 
point of intersection of the 141st degree of west longitude, (of the same meridian;) 
and finally, from the said point of intersection, the said meridian line of the 
141st degree, in its prolongation as far as the Frozen ocean. 

“IV. With reference to the line of demarcation laid down in the preceding 
article, it is understood— 

“Ist. That the island called Prince of Wales Island shall belong wholly to 
Russia,’ (now, by this cession, to the United States.) 

“2nd. That whenever the summit of the mountains which extend in a direction 
parallel to the coast from the 56th degree of north latitude to the point of inter- 
section of the 141st degree of west longitude shall prove to be at the distance of 
more than ten marine leagues from the ocean, the limit between the Britisn 
possessions and the line of the coast which is to belong to Russia as above men- 
tioned (that is to say, the limit to the possessions ceded by this convention) shall 
be formed by a line parallel to the winding of the coast, and which shall never 
exceed the distance of ten marine leagues therefrom.”’ 

The western limit within which the territories and dominion conveyed, are 
contained, passes through a point in Behring’s straits on the parallel of sixty-five 
degrees thirty minutes north latitude, at its intersection by the meridian which 
passes midway between the islands of Krusenstern, or Inaglook, and the island of 
Ratmanoff, or Noonarbook, and proceeds due north, without limitation, into the 
same Frozen ocean. The same western limit, beginning at the same initial point, 
proceeds thence in a course nearly southwest through Behring’s straits and 
Behring’s sea, so as to pass midway between the northwest point of the island of 
St. Lawrence and the southeast point of Cape Choukotski, to the meridian of 
one hundred and seventy-two west longitude; thence, from the intersection of that 
meridian, in a southwesterly direction, so as to pass midway between the island 
of Attou and the Copper island of the Kormandorski couplet or group in the 
North Pacific ocean, to the meridian of one hundred and ninety-three degrees 
west longitude, so as to include in the territory conveyed the whole of the Aleutian 
islands east of that meridian. 

ARTICLE Il. 


In the cession of territory and dominion made by the preceding article are 
included the right of property in all public lots and squares, vacant lands, and all 
publie buildings, fortifications, barracks, and other edifices which are not private 
individual property. It is, however, understood and agreed, that the churches 
which have been built in the ceded territory by the Russian government, shall 
remain the property of such members of the Greek Oriental Church resident in 
the territory, us may choose to worship therein. Any government archives, 
papers and documents relative to the territory and dominion aforesaid, which 
may be now existing there, will be left in the possession of the agent of the United 
States; but an authenticated copy of such of them as may be required, will be, 
at all times, given by the United States to the Russian government, or to such 
Russian officers or subjects as they may apply for. 


ARTICLE Iil, 


The inhabitants of the ceded territory, according to their choice, reserving their 
natural allegiance, may return to Russia within three years; but if they should 
prefer to remain in the ceded territory, they, with the exception of uncivilized 
native tribes, shall be admitted to the enjoyment of all the rights, advantages, and 
immunities of citizens of the United States, and shall be maintained and protected 
in the free enjoyment of their liberty, property, and religion. The uncivilized 
tribes will be subject to such laws and regulations as the United States may, from 
time to time, adopt in regard to aboriginal tribes of that country. 


ARTICLE IV. 


His Majesty the Emperor of all the Russias shall appoint, with convenient 
despatch, an agent or agents for the purpose of formally delivering to a similar 
agent or agents appointed on behalf of the United States, the territory, dominion, 
property, dependencies and appurtenances which are ceded as above, and for 
doing any other act which may be necessary in regard thereto. But the cession, 
with the right of immediate possession, is nevertheless to be deemed complete and 
absolute on the exchange of ratifications, without waiting for such formal delivery. 


WRC SE SECS ESR 8 8 ES ECA SEE ES 


Sa aw <s.68 


a awrea ww & 8 





106 ADMIT HAWAII AND ALASKA INTO THE UNION 


ARTICLE V. 


Immediately after the exchange of the ratifications of this convention, any 
fortifications or military posts which may be in the ceded territory shall be de- 
livered to the agent of the United States, and any Russian troops which may be in 
the territory shall be withdrawn as soon as may be reasonably and conveniently 
practicable. 

ARTICLE VI. 


In consideration of the cession aforesaid, the United States agree to pay at the 
treasury in Washington, within ten months after the exchange of the ratifications 
of this convention, to the diplomatic representative or other agent of his Majesty 
the Emperor of all the Russias, duly authorized to receive the same, seven million 
two hundred thousand dollars in gold. The cession of territory and dominion 
herein made is hereby declared to be free and unencumbered by any reservations, 
privileges, franchises, grants, or possessions, by any associated companies, whether 
corporate or incorporate, Russian or any other, or by any parties, except merely 
private individual property holders; and the cession hereby made, conveys all the 
rights, franchises, and privileges now belonging to Russia in the said territory or 
dominion, and appurtenances thereto. 


ARTICLE VII. 


When this convention shall have been duly ratified by the President of the 
United States, by and with the advice and consent of the Senate, on the one 
part, and on the other by his Majesty the Emperor of all the Russias, the ratifica- 
tions shall be exchanged at Washington within three months from the date 
hereof, or sooner, if possible. 

In faith whereof, the respective plenipotentiaries have signed this convention, 
and thereto affixed the seals of their arms. 

Done at Washington, the thirtieth day of March, in the year of our Lord one 
thousand eight hundred and sixty-seven. 

{L. 8.] Wiitram H. Sewarp. 

{L. 8.] EpovarpD DE STorck.. 


And whereas the said Treaty has been duly ratified on both parts, and the 
respective ratifications of the same were exchanged at Washington on this twenti- 
eth day of June, by William H. Seward, Secretary of State of the United States, 
and the Privy Counsellor Edward de Stoeckl, the Envoy Extraordinary of His 
Majesty the Emperor of all the Russias, on the part of their respective govern- 
ments, 

Now, therefore, be it known that I, ANpDREw Jounson, President of the United 
States of America, have caused the said Treaty to be made public, to the end that 
the same and every clause and article thereof may be observed and fulfilled with 
good faith by the United States and the citizens thereof. 

In witness whereof, I have hereunto set my hand, and caused the seal of the 
United States to be affixed. 

Done at the city of Washington, this twentieth day of June in the year of our 
Lord one thousand eight hundred and sixty-seven, and of the Independence of the 
United States the ninety-first. 

ANDREW JOHNSON. 

By the President: 

Wituram H. Sewarp, Secretary of State. 
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The Library of Congress, Legislative Reference Service—Selected population data for 
the States, Alaska, and Hawaii: Statistics showing population at date of entry 























Population at Population at 
Date of Population preceding census succeeding census 
State . at date of 
admission admission ! 
Year | Population Year Population 

BRE ee a SAR Rf ee ore (?) 1820 127, 901 
pS SE SS ae Feb. 14,1912 57. ae oS ee ne SS eee ; 
Arkansas......................] June 15, 1836 52, 240 pet TON OS Ee ee 
>” ERE SPSS SC Sale Sept. 9, 1850 _ 3 2 ERE. Sa oa ee renee 
Colorado NE RLF Aug. 1,1876 150, 000 : <a ‘ Sak 
Connecticut 3 4 Jan. 99,1788 tanec 41782 208, 870 17 237, 046 
pO ates Dec. 7,1787 lendimnmae pies 41780 37, 000 1790 59, 096 
EN, Mar. 3, 1845 elias tari 1840 54,477 1850 87,445 
Georgia 3......... Laine (ee a ees: 41780 55, 000 1790 82, 48 
Idaho Pe EE A SS Jan. 3, 1890 88, 548 SRE > eae SSE SEER. Sena 
[0 Ee ae Dec. 3,1818 BEE Esinecatns eae ee CA ee. A 
Indiana.......... Saas Dec. 11, 1816 63, 897 SS SSeS 28 ee ae . 
[SE ee a Dec. 28, 1846 |...- 1846 5 102, 388 1850 192, 214 
pi EE ES Jan. 29, 1861 102, 338 Ae i A SSR ee Oe 3 
Kentucky... June 1,1792 Eateries 1790 73, 677 1800 220, 955 
Louisiana Apr. 30,1812 j.... - 1810 76, 566 1820 153, 407 
ph aes ee Mar. 15, 1820 298, 335 - dee Sat AE 
i. | er ae AGE; Te lvkccsc 41783 254, 000 1790 319, 728 
Massachusetts 3__..............]| Feb. 6, 1788 ‘ah . 41780 307, 000 1790 378, 787 
Michigan. .....- a Jan. 26, 1837 200, 000 p at ae <s weet Fee. Mee eee 
Minnesota May 11, 1858 ® 1857 150, 092 1860 172, 023 
Mississippi. ...................| Dee. 10,1817 150, 092 4 Sa Se re ree» Sen ee ee 
Missouri q Ae 26 1 ho... 1820 66, 586 1830 140, 455 
pS RE a eae S Peay... © See tenes 25s 1880 39, 159 1890 142, 924 
Nebraska... va ‘ Mar. 1, 1867 | fC SESRONS ee Sa Bi, SO Oe 
Nevada... 3 e Oct. 31, 1864 | 40, 000 ‘ 5s SE NE To 
New Hampshire $_............- Jame Bt, 1708 |...-.....-.5 41786 95, 755 1790 141, 885 
Pe FL ee Sa a 3p 2. 4 GES 41784 149, 434 1790 184, 139 
i kt eee ; Jan. 61912 | 338,470 }.......... ST ee ee ee nina 
Ut . Ler eer July 26,1788 |...........- 41786 238,795 | 1790 340, 120 
North Carolina #.......... oS & | ee 41780 300,000 | = 17 393, 751 
po Pa IES. ee | | ee 1880 36,909 | 1890 190, 983 
ae ERE RS EEE Mar. 3, 1803 | | BER 2 SE RS Rs apiece pn eS ee 
ee ES: Nov. 16,1907 | 1,414,177 ihe! Sot | : EJ 
Te, ER SEN FT aA! 1850 13,294 | 1860 52, 465 
Pennsylvania %................. Dec. 12,1787 li 41782 350,000 | 1790 434, 373 
i > 2 Sees May 29,1700 |............ 41782 52, 400 1790 68, 825 
South Carolina 3_.............. May 23,1789 | ee #1780 160, 000 1790 249, 073 
South Dakota................. Nov, 2, 1889 j...... iaas 1880 98,268 | 1890 348, 600 
DOMINOES. gid shorbscabessccnes June 1,1796 | prt 9 SERIE ae aa SEF ES 2A eae 
ROGERS. sbi atinaia teenmuenawoes Dee, 29,1845 | a aad aie @) | 1850 212, 592 
WOR denotceutuvce > Jan. 4, 1896 |_...-.- 1890 210,779 | 1900 276, 749 
Li, Sa Ree Mar. 4,1791-| 241, 000 ee Rs | MB! SHR. seis 
a re te oem ermrdet ma June 25,1788 j.....-. 41782 567,614 | 1790 | 747, 610 
Wee i aE | Noy. 11, 1889 (7 0 SS eae YESS teh ees 
Wee ween. June 19, 1863 | I Pe ey 
WIGRUNGS icccuddiandscccnss Boe 2 ee eS eee eee JESS Beer eee 
Wy se | July 10, 1890 | oY eine Le SR os 
A ti RS ROMER IN Same iaiocesie ative vers Shiite Seamer 1950 128, 643 
RS ENN a ER EE ON CRATE EO ee 1950 499, 794 
BBR ccsniiccigvacatzivniecs | jeeGsdenctena weitessianaaee | ee ROO eee 1952 7 182, 000 











' 1 Population estimates given by States at dates of admission as given in the Senate Manual, 


and Dictionary of Congress. 
2? Not available. 


* One of the Thirteen Original States. 


States Constitution. 


* Special census of Minnesota, Sept. 21, 1857. 


’ Estimate. 


pp. 570-573, 


Dates under admission are the dates of ratification of the United 


‘ Colonial estimate or census taken from U. § 


. Bureau of the Census—Century of Population Growth. 
' Cole, Cyrenus, lowa Through the Years, p. 190. 


Sources: U. 8. Department of Commerce, Bureau of the Census—Statistical Abstract of the United 


States, 1951. 








the United States Congress. Hartford, T. Belknap and Sons, 1869. U.S 
tive Reference Service, Manuscript— 
February 21, 1950. 


. , Century of Population Growth, 1790-1900. Lanham, Charles, Dictionary of 
. Library of Congress, Legisla- 
Population estimates for States at date ofentry. Angeline Bogucki, 
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‘ Area of 
Fe dee Federal 
onde Percent of | reserved | Percent of 
State area lands State area 

(millions ( illi: 
of acres) ene 
of acres) 





BESASRESRKS 


KSENABSssBREs 
SONSHAIKHCKWOHDD 


ADGeawmekstOS 1510 
FoeResesesss 
Cf WKHWO+PM SRA OO 


Washington _-. 
lask: 
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Source: U. S. Department of Agriculture Circular No. 909, Federal and State Rural] Lands, 1950, p. 76, 
and Annual Report of the Director, Bureau of Land Management, 1949, Statistical Appendix, p. 5. 
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Major Federal activities in Alaska which would normally be a State responsibility al 
appropriation levels estimated in the 1955 budget (Jan, 29, 1954) 


1. Department of the Interior: 
(a) Office of Territories: 
Office of the Governor $97, 400 
Legislative expenses (every other year) 48, 000 
Care and custody of insane 784, 600 
Operation and maintenance of roads 3, 500, 000 
Construction of roads (Alaska Road Commission) 1(9, 940, 000) 
Portion of above for local roads which would prob- 
ably not qualify xs kederal-Aid highway system. 1, 000, 000 
Alaska matching funds under Federal-aid highway 
formula for $13.7 million annual constructior 
program (see letter) 1, 848, 000 
(b) Bureau of Land Management; Management of lands and 
resources (for 22,750,000 »cres granted Alaska by 
S. 50 or about 10 percent of present public domain in 
— now managed by Bureau of Land Manage- 
ent) 88, 000 
(c) Fish : nad Wildlife Service: Management of fish and game 
resources and law enforcemert_ 2, 237, 000 
. Department of Justice: Cost of non-Federnl law enforcement. -- 500, 000 
. Department of Commerce: Maintenance and operation of 
Anchorage and Fairbanks Airports. _........-....--------- 650, 000 
. Department of Heslth, Fducation, and Welfare, Public Health 
Service: Speciel grant to Alaska capt rtment of Health and 
technical senistenees 225: 5 co oh ee ace tawdeces 2 642, 000 
. Department of Agriculture Forest Service: Management of forest 
lands (200,000 acres granted Alaska by S. 50 on basis of Forest 
Service cost of 2.9 cents per acre)... ....-.---------------- 6, 000 


Total appropriation level (gross) i1, 401, 000° 


Deduct the following receipts: 
1. Receipts from manngement of lands and resources (10 per- 
cent of receipts from public domein in Alaska now men- 
aced by Bureau of Land Manasenent, see item 1 (b) 


1 This 1955 budget item noted for information purposes only. Amounts for road construction from Alaska 
under statehood would be the figures below this as no’ 


ted. 
2 See — in covering letter to possibility of continued Federal interest in this program even after 
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Major Federal activities in Alaska which would normally be a State responsibility at 
appropriation levels estimated in the 1955 budget (Jan. 29, 1954)—Continue 


Deduct the following receipts—Continued 
2. 50 percent of Pribilof Islands receipts granted Alaska by 


Peas sa Gea nas Eee ude s St Leanne $1, 375, 000 
3. 50 percent of fines and penalties from fish and game law en- 
forcement (50 percent is returned to the Territory now) - . 78. 000 
4. Revenues from operation of Anchorage and Fairbanks 
I Ar a ag oa ai a eam Kerhemaa oem 811, 000 
“EOMT SeCUNNN. 423 00L. Sol Oss ee ae 2, 322, 000 
Weber ais Fo cosas 25 aa ~ 9,079, 000 
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Representatives, 80th Congress, Ist session, a report of the Public Lands Com- 
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ington: U. 8S. Government Printing Office, March 10, 1949; 27 pp.) 


1950 Congressional hearings 


1. Hawaii Statehood. Hearings before the Committee on Interior and Insular 
Affairs, United States Senate, 81st Congress, 2d session, on H. R. 49, 8. 156, and 
8S. 1782, May 1950. (Washington: U.S. Government Printing Office, June 1950; 
550 pp.) 

2. Statehood for Hawaii. Senate Interior, Insular Report, June 29, 1950. 
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109 (to accompany H. R. 3575), March 1953. (Washington: U. 8S. Government 
Printing Office, March 1953; 73 pp.) 

1953-1954 Congressional hearings 

1. Statehood for Hawaii. Hearings before the Committee on Interior and 
Insular Affairs, United States Senate, 83d Congress, Ist and 2d sessions, on 8. 49, 
8S. 51, and H. R. 3575, June 29 to July 11, 1953, and January 7 and 8, 1954. 


(Washington: U. 8. Government Printing Office, June and July 1953 and January 
1954; 652 pp.) 


1954 Congressional hearings 


2. Statehood for Hawaii. Hearings before the Committee on Interior and 
Insular Affairs, United States Senate, 83d Congress, 2d session, on S. 49, 8. 51, 
and H. R. 3575, January 13, 14, 15, and 19, 1954. (Washington: U. 8S. Govern- 
ment Printing Office, January 1954; 86 pp.) 

3. Hawaii Statehood. LEighty-third Congress, second session, United States 
Senate, Calendar No. 886, Report No. 886, January 27, 1954 (to accompany 
8. 49). (Washington: U. 8. Government Printing Office, January 1954; 94 pp.) 
1955 Congressional hearings 

1. Statehood for Hawaii and Alaska. Hearings before the Committee on 
Interior and Insular Affairs, House of Representatives, 84th Congress on H. R. 
2535, H. R. 2536, and other bills, January 25, 28, 31, and on February 2, 4, 7, 
8, 14, 15, and 16, 1955. (Washington: U. 8. Government Printing Office, 
March 1955.) 
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Hawa Statexoop Commission 


The Hawaii Statehood Commission was created by an act of the Legislature of 
the Territory of Hawaii in 1947 to replace an earlier Hawaii Equal Rights Com- 
mission and the Citizens’ Statehood Committee. 

The Statehood Commission was given sufficient funds and authority to maintain 
a permanent office in Honolulu and part-time office in Washington, D. C., and 
directed to carry on an aggressive campaign of education on the mainland. 

The commission cooperates closely and effectively with the office of the Delegate 
to Congress from Hawaii. 

(Hawaii Statehood Commission, Washington, D. C.) 





HEARINGS, REPORTS ON STATEHOOD FOR ALASKA 


BIBLIOGRAPHY 
64th Congress (1916) 


The first Alaska statehood bill was introduced by Delegate Wickersham of 
Alaska on March 30, 1916—H. R. 13978. 


80th Congress (1st sess.), 1947 


Hearings before the Subcommittee on Territorial and Insular Possessions of the 
House Committee on Public Lands on H. R. 206 and H. R. 1808. Hearings held 
in Washington, D. C., on April 16 to April 24, 1947. 

Hearings before the Subcommittee on Territorial and Insular Possessions of the 
House Committee on Public Lands pursuant to H. Res. 93. Hearings held in 
Alaska on August 30 to September 12, 1947. 
80th Congress (2d sess.), 1948 


H. R. 5666 (‘‘clean” bill for H. R. 206 and H. R. 1808, Ist sess., 80th Cong.) 
was unanimously approved by th. House Public Lands Committee on April 7, 
1948, and reported to the House on April 14, 1948 (H. Rept. No. 1731). No 
action taken by the House. 
81st Congress (1st sess.), 1949 


Hearings before the Subcommittee on Territorial and Insular Affairs, House 
Committee on Public Lands, on H. R. 331 and related bills. Hearings held in 
Washington, D. C., on March 4 and 8, 1949. 

H. R. 331 approved by House Committee on Public Lands on March 8, 1949, 
and reported to the House on March 10, 1949 (H. Rept. No. 255). 
81st Congress (2d sess.), 1950 

H. R. 331 passed House on March 3, 1950. 

Hearings before the Senate Committee on Interior and Insular Affairs on 
H. R. 331 and 8. 2036 held in Washington, D. C., on April 24 to 29, 1950. 

Senate Committee on Interior and Insular Affairs reported H. R. 331 favorably 


to the Senate on June 28, 1950, and filed Senate Report No. 1929 on June 29, 1950. 
No further action taken. 


82d Congress (1st sess.), 1951 

The Senate Interior and Insular Affairs Committee voted to report S. 50 
favorably to the Senate, and the bill was reported on March 8, 1951 (S. Rept. 
No. 315). 
82d Congress (2d sess.), 1952 


A motion to take up the Alaska statehood bill was debated in the Senate during 
the month of February 1952, and on February 27, 1952, 8. 50 was recommitted 
by a vote of 45 to 44. 


83d Congress (1st sess.), 1953 


H. R. 2982 was approved on June 2, 1953, by the House Interior and Insular 
Affairs Committee. Reported to the House on June 26, 1953 (H. Rept. No. 675). 
_ On May 14, 1953, the Senate Committee on Interior and Insular Affairs adopted 
Senator Anderson’s motion to add S. 50 (Alaska statehood) as an amendment to 
the House-passed Hawaii statehood bill and to hold hearings on such a measure. 

Hearings on H. R. 20, H. R. 207, H. R. 1746, H. R. 2684, H. R. 2982, and 
H. R. 1916 were held in Washington before the Subcommittee on Territories and 
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Insular Possessions of the House Committee on Interior and Insular Affairs, on 
April 14 to 17, 1953. 

Hearings on 8. 50 were held on August 17 to August 25, 1953, in Alaska before 
the Senate Committee on Interior and Insular Affairs. 


83d Congress (2d sess.), 1954 


Hearings held before the Senate Committee on Interior and Insular Affairs on 
8. 50 in Washington, D. C., on January 20 to January 29, and on February 1, 2, 
3, 4, and 24, 1954. 

Senate Committee on Interior and Insular Affairs reported 8S. 50 to the Senate 
on February 24, 1954 (S. Rept. 1028). 

Senate voted to combine the Hawaii and Alaska bills into H. R. 3575 and 
approved this bill on April 1, 1954. 

nanimous consent request for conference objected to in the House. House 
Rules Committee tabled request for conference. 


84th Congress (1st sess.), 1955 

Hearings held before the House Interior and Insular Affairs Committee on 
H. R. 2535, H. R. 2536, and other statehood bills on January 25, 28, 31, and on 
February 2, 4, 7, 8, 14, 15, and 16, 1955, in Washington, D. C. 

H. R. 2535 was ordered reported with amendments by the House Committee on 
Interior and Insular Affairs on February 16, 1955, and reported to the House on 
March 3, 1955 (H. Rept. No. 88). 








MINORITY VIEWS 


We are opposed to H. R. 2535 which proposes statehood jointly for 
the Territories of Hawaii and Alaska. 


THE IMPORTANCE AND THE FINALITY OF STATEHOOD 


This momentous issue of statehood compels us to give our most 
serious attention to its consequences. No other problem will as 
vitally affect and shape our future as statehood. We must also con- 
cern ourselves with the finality of whatever decision we may make. 
The seriousness of this subject is transcended only by our struggle to 
survive the Communist holocaust. 

If we find ourselves in error in matters of finance, defense, foreign 
aid, and in other fields, our mistakes can readily be rectified by con- 
gressional action or by the flexibility of Executive power. With one 
exception, even our Constitution and its amendments may be amended 
to conform with changing conditions or attitudes. 

The one exception to the right to change our Constitution applies 
to the present proposal. Article V of our Constitution provides that 
no amendment may be made to this clause “‘and that no State, without 
its consent, shall be deprived of its equal suffrage in the Senate.” 
The grant of statehood becomes an irrevocable act. The finality of 
our decision as to statehood gives us cause to approach this matter 
with a somber precaution that any mistake will burden us for the life 
of this Republic. 


THE EMOTIONAL, IRRELEVANT, AND MINOR ISSUES 


Almost every conceivable argument has been presented in this 
debate. An attempt to clarify and place the arguments into their 
true political perspective may be in order. The leading arguments 
in favor of statehood which are grouped together here as being either 
emotional, irrelevant, or of minor consequence are: 

(a) Americanism and military service. 

(b) The psychological impact of statehood upon the Asiatic 
peoples. 

(c) The references to precedent in favor of statehood. 

(d) Partisan political considerations. 


THE EMOTIONAL APPEAL OF AMERICANISM AND MILITARY SERVICE 


Every informed person will acknowledge the courage and the sacri- 
fices of the Hawaiian veterans in both World War II and the Korean 
conflict. This Nation is eternally indebted to them and in an equal 
degree to all other American veterans. 

he proponents of statehood have cited individual cases of heroism 
and have made comparisons of the Hawaiian casualties and the num- 
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bers in military service as against the casualties and the number of 
servicemen from the United States as a whole. 

The Alaska Statehood Committee has published this claim: 

In two world wars and in Korea they have fought—in number exceeding the 


national per capita average—and by so doing have written a war record second to 
none in the Nation. 


The Library of Congress has furnished the following table of in- 
ductees for World War II: 





Population, | Draftees in 
1945 !World War II 





459, 000 | 32, 430 

477, 000 | 38, 453 

460, 000 | 1 28, 008 

79, 000 | 3, 482 
| 





1 Hawaii had 8,769 additional enlistees. No figures are available for other States. 


These figures do not substantiate claims of superiority in the 
number of citizens from Hawaii and Alaska who served in World 
War II. 

The sacrifices on the battlefield do not constitute legitimate political, 
economic, or social premises for the admission of these Territories to 
statehood. These highly emotional appeals are irrelevant to this 
debate. 


THE IRRELEVANCE OF FOREIGN PSYCHOLOGICAL IMPLICATIONS 


The proponents of statehood claim that statehood would create 
good will for the United States in the Pacific area and would avoid 
for us the stigma of “colonialism.” 

The question of statehood is solely a domestic problem of our 
internal affairs. The Communist line of charging us with “colonialism” 
cannot be increased in volume nor will it be softened by any act of 
compliance. We should not fear to disappoint those enemies. Our 
foreign friends need no explanations. The psychological impact of 
statehood upon foreign peoples is irrelevant and deserves no consider- 
ation here. 


THE INAPPLICABILITY OF PRECEDENTS FOR STATEHOOD 


The proponents of statehood rely extensively upon the use of 
precedent to lend substance to their claims. 

The Northwest Ordinance was adopted under the Articles of 
Confederation in 1787. This act, providing for the admission of that 
Territory to statehood, is cited as precedent and as the source of the 
inherent right of every Territory to become a State. This precedent 
is wholly invalid because the Articles of Confederation, its division of 
powers, and scheme of representation has been completely superseded 
by our Constitution. 

References by the Supreme Court to incorporated Territories as 
“inchoate” and ‘‘embryo” States are mere dicta and an attempted 
intrusion into the field of congressional legislative authority and 
responsibility. 
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The admission of other States is referred to as precedent for the 
admission of Hawaii and Alaska upon the basis of equal representation 
in the United States Senate. The last State to be admitted was 
Arizona on February 14, 1912. 

Following the admission of this 48th State, the 17th amendment 
was adopted by final ratification on April 8, 1913. The mode of 
selection of Senators was altered from that of choice by the State legis- 
latures to that of election by popular suffrage. The 17th amendment 
created a new concept of senatorial representation. No State has 
been admitted under these fundamentally altered conditions. 

The principle of “stare decisis” is a judicial principle having no 
application (except in parliamentary practice) to legislative processes. 
Acceptance by Congress of precedent as a binding force or its imposi- 
tion by the judiciary would restrict legislative power and chain Con- 
gress to the shackles of the past. 


PARTISAN POLITICAL IMPLICATIONS 


The Democratic National Party platform contains a plank favoring 
immediate statehood for both Hawaii and Alaska. The Republican 
National Party platform favors immediate statehood for Hawaii and 
statehood for Alaska under an equitable enabling act. No responsible 
Republican Party spokesman has, as yet, given an adequate detailed 
explanation of the term “equitable enabling act.” 

Based upon 1952 election returns, it was predicted that in the event 
of statehood, Hawaii would elect 2 Republican Senators and that 
Alaska would possibly elect 1 or 2 Republican Senators. In the 83d 
Congress, the Republican Party subjected itself to the charge of at- 
tempting to gain partisan political advantage by its support of the 
Hawaiian statehood bill alone. 

In 1954, the political picture reversed itself. The Hawaiian Legis- 
lature was won by the Democratic Party for the first time in that 
Territory’s bistory. A similar sweep was gained by the Democrats in 
the Alaskan Legislature. 

Based on the 1954 election returns, it appears that, in the event of 
statehood, Alaska would surely elect 2 Democrat Senators and Hawaii 
would be likely to elect 2 Democrat Senators. 

It is most obvious that the passage of the joint Hawaiian-Alaskan 
statehood bill by the Congress would place the President in a political 
dilemma. By approving statehood for both Territories, he would risk 
the probability that these 2 Territories would return 4 Democrat 
Senators. If he vetoes statehood, he assumes that political onus. 

Partisan politics is a transitory consideration. The solution for 
this issue should pass the test of permanent justice for the peoples of 
both majority and minority parties of the Nation. 


GOVERNORS’ CONFERENCE REJECTS STATEHOOD 


Resolutions were adopted by the governors’ conferences for 6 years, 
from 1947 to 1952, favoring statehood for Hawaii and Alaska. At 
the 1953 governors’ conference, a resolution favoring Hawaiian state- 
hood was presented. This resolution failed to receive a favorable 
report. No resolution for either Hawaiian or Alaskan statehood was 
presented at the 1954 conference. The governors, perhaps, perceived 
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the prospective loss of power and representation for the peoples of their 
respective States. Failure to approve statehood resolutions, under 
these circumstances, can be fairly construed to constitute rejection. 


COMMUNISM, A MAJOR CONSIDERATION IN HAWAIIAN STATEHOOD 


The extensive communistic influences in Hawaii continue to present 
an alarming condition for both Hawaii and the United States. Com- 
munism remains a potent force permeating the economic, political, and 
social structures of this Territory. 

The International Longshoremen’s and Warehousemen’s Union 
(ILWU) has a membership of 25,000 and dominates unionism in that 
Territory. Its president is Harry Bridges who is one of the top three 
Communist leaders in this country. Jack Hall is the Hawaiian 
spokesman for Harry Bridges and the regional director of the ILWU 
there. The House Un-American Activities Committee hearings for 
the year 1950 contain a startling revelation of the infiltration of com- 
munism into both the ranks of unionized labor and in the political 
parties. These volumes are proof that the Communist Party controls 
the ILWU lock, stock, and barrel. 

By means of union devices such as closed shops, union stewards, 
and grievance committees, it is possible for the Communists to control 
the employment, layoffs, firings, and hiring of labor. This control, 
and the use of cadres of union officials and Communist stooges to 
propagandize, persuade, and coerce, gives the Communists a tight 
control over the ideology and political action of its members. 

One of the political objectives of the Communist Party as reported 
in these hearings is statehood for Hawaii (p. 1559, pt. 2, of the hearings). 
The fact that statehood for Hawaii is supported by the Communist 
Party and the ILWU does not per se make this cause wrong or 
undesirable. However, one can be sure that their support for state- 
hood is not actuated by the same motives for good government as 
those who sincerely believe that statehood is a just cause. The sup- 
port of the Communists is based upon their advancing the Communist 
cause and that cause alone. 

Can there be any doubt that the Communist Party and the ILWU 
would not make an all-powerful drive to elect two United States 
Senators in the event of statehood? And it makes no difference to 
them whether they bear the Republican or Democratic label. By 
statehood, we not only open the door for 2 Communist-influenced 
United States Senators, but we actually invite 2 Soviet agents to take 
seats in the United States Senate. 

On June 19, 1953, Jack Hall, ILWU regional director and Com- 
munist Party leader, was convicted of violation of the Smith Act 
along with six other defendants. A 1954 publication of the Hawaii 
Statehood Commission cited these convictions as proof of “the 
unalterable and aggressive opposition” of the people of Hawaii to 
communism. The record of the 1954 election completely refutes this 
statement. 

The Honolulu Star-Bulletin made a survey of the Hawaiian 
election of November 1954 and reported its findings as follows: 

The ILWU endorsed 71 candidates. Of these, 58 won, a batting 
average of 81 percent. 
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In the senate, 5 ILWU candidates won out of 6 candidates 
endorsed in contests for 7 seats. There are a total of 15 seats in 
the senate. 

In the house, 22 [LWU-supported candidates won out of 28 
endorsed. There are 30 seats in the house. 

In the county, 32 ILWU-supported candidates won out of 38 
contests which includes Neal Blaisdell, Republican mayor of 
Honolulu. 

The Hawaii Statehood Commission claims that statehood would 
enable Hawaii to deal more effectively with communism and the 
ILWU. On the contrary, statehood would permanently free the 
Communists and the ILWU from United States control and juris- 
diction. They now have the power and could immediately proceed 
without Federal interference to socialize and communize that State. 

The atmosphere in Hawaii is one of tolerance, appeasement, and 
encouragement for communism. The burden of proof that it can 
eradicate communism properly rests with the people of Hawaii. That 
proof has not been presented. Statehood should be rejected now and 
deferred for an appropriate time when communism no longer threatens 
the well-being of either Hawaii or the United States. 


THE POLITICAL POWERS OF STATEHOOD 


Under our system of constitutional representative government, 
sovereign power can be divided into three broad categories. First, 
the power inherent to the people. Second, the power granted to the 
Federal Government. The third category is the power reserved to 
the States. 

In the present discussion, we are concerned with the second and third 
categories of political power. An analysis of statehood reveals a dual 
concept. 

First. Statehood would grant to the Territories the same sovereign 
and political powers as possessed by other States to conduct the affairs 
of these areas without Federal supervision or control. 

Second. Statehood would grant to the proposed States the power of 
representation in the Federal Government. 


THE POLITICAL POWER TO CONDUCT THE AFFAIRS OF THE STATE 


Statehood is not essential for the grant of power to the Territories 
to enact laws relating to its property, affairs, and government. 
Congress, having entire dominion, may transfer full legislative powers 
with respect to local affairs to legislatures elected by the Territories. 

Both Alaska and Hawaii now possess general legislative power for 
these purposes. The major exception in Alaska is the power to' legis- 
late over public lands, fisheries, and subsurface resources. Executive 
power could very well be transferred to the Territories. There could 
be no serious objection to any necessary extension of judicial powers 
for these Territories. 

However, neither of these Territories appears to seriously want 
these powers. No reasonable proposal has been made to Congress 
for the reorganization or an extension of the jurisdiction of the 
Territorial courts. 

The complaints made by these Territories of a lack of power to 
administer Territorial matters can be interpreted in either of two 
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ways. Either Congress has failed to give adequate consideration to 
their needs for additional power or the Territories have failed to 
present and press for a comprehensive program designed to obtain 
for them the necessary power to govern. Certainly, the latter 
alternative prevails. 

The concern of the Territories lies not in their desire or need for 
additional power to conduct the affairs of the Territories but rather 
in their drive for political power through representation in Congress 
and in the election of a President. 


THE POLITICAL POWER OF REPRESENTATION IN THE FEDERAL 
GOVERNMENT 


We are concerned here with an equitable apportionment of legisla- 
tive and executive power. Statehood would transfer a share of these 
powers to the proposed States. Their participation in the Federal 
Government would consist of— 

(a) The right to be represented in the United States Senate 
by two Senators. 

(6) The right to participate in the election of a United States 
President. 

(c) The right to be represented in the United States House 
of Representatives. 


ORIGINAL BASIS FOR SENATORIAL REPRESENTATION 


The problem of equitable representation in the United States Senate 
continues to plague this country since May 1787, when the Constitu- 
tional Convention convened. 

We are concerned, today, with the question of the political justice 
and wisdom of equality of representation for newly admitted States in 
the United States Senate. The plan of equality of senatorial repre- 
sentation by States was adopted for the protection of the States from 
encroachment by the Federal Government. In furtherance of this 
purpose, the provision that the Members of the United States Senate 
be chosen by State legislatures was enacted. 

The following statement made in the Constitutional Convention by 
Delegate Wilson of Pennsylvania is cited: 

The leading argument of those who contend for equality of votes among the 
States is that the States as such being equal, and being represented not as districts 
of individuals, but in their political and corporate capacities, are entitled to equal 
suffrage. 

It seems clear that the plan of representation in the United States 
Senate was implemented by the provision that the States in their 
corporate capacities as States be secured in that right of equality by 
the grant to them as States to choose their Senators by vote of the 
State legislatures. The provision for election of Senators by the State 
legislatures was an integral part of the compromise by which two 
Senators were provided to the States. The convention would never 
have agreed upon this principle of Senate representation if that right 
had not been secured by this mode of selection, that of choice by 
legislatures. 

The 17th amendment of our Constitution, ratified on April 8, 1913, 
destroyed the reason for the provision that each State hereafter 
admitted shall be entitled to two seats in the United States Senate. 
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STATEHOOD BASICALLY SHIFTS SENATORIAL AND PRESIDENTIAL REPRE- 
SENTATION FROM THE 48 STATES TO HAWAII AND ALASKA 


Reduced to fundamental terms, statehood for Hawaii and Alaska 
grants representation in the United States Senate and in the election 
of the President. In the Senate, they would be represented by 4 
Senators out of a prospective total of 100 Members. In the electoral 
college, they would be represented by 7 votes out of a prospective 
total of 535 votes. 

The representation proposed for these Territories will be taken 
from the present representation possessed by the people of the 48 
States and shifted to the people of these 2 Territories. This transfer 
of sovereign power correspondingly reduces the right of suffrage of 
the peoples of the 48 States in the United States Senate and in the 
election of the President. 


REDUCTION IN THE SENATORIAL REPRESENTATION OF THE 48 STATES 


The admission of Hawaii and Alaska under the present constitu- 
tional provision will entitle their residents (628,437 combined) to 4 
seats in the United States Senate. The average representation would 
be 1 Senator for each 157,000 inhabitants. The people of the 48 
States having a population of 152,572,000 represented by 96 Senators 
today enjoy the average representation of 1 Senator for each 1,589,000 
persons. Thus, Hawaii and Alaska would become entitled to repre- 
sentation in the United States Senate 10 times greater than the 
average representation of the people of the 48 States. 

Statehood will give Hawaii and Alaska 4 votes in a Senate of 100 
members or one twenty-fifth of the membership. Although their 
combined population is only one two-hundred-and-forty-second of 
the population of the 48 States. This grant of one twenty-fifth of 
the membership in the United States Senate dilutes and diminishes 


by that fraction the representation in that body of the people of the 
48 States. 


POLITICAL POWER IN THE PRESIDENTIAL ELECTION, A MAJOR 
CONSIDERATION 


The disporportionate advantage of Alaska and Hawaii would also 
apply in the Presidential elections. Upon admission, these States 
would have a total of 7 electoral votes, an average of 1 electoral vote 
for each 89,776 inhabitants. The 152,572,000 people of the 48 States 
with a total of 531 electoral votes are entitled to 1 electoral vote each 
for an average population of 287,300. Thus, the voter in Hawaii 
and Alaska would have an average voting power in the election of a 
United States President 3.2 times greater than the average vote of 
the voter in the 48 States. 

The electoral vote of 2,011,100 (7 electoral times 287,300 average 
population for 1 electoral vote) persons will be taken from the 152,- 
572,000 residents of the 48 States and transferred to the 628,437 
residents of Hawaii and Alaska. The disfranchisement of the resi- 
dents of the 48 States applies not only to the executive branch but 
also applies to the judicial branch of our Government because the 
appointing power to the judiciary lies with the President. 
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Although the combined population is only one two-hundred-and- 
forty-second of the population of the 48 States, Hawaii and Alaska 
(combined) would enjoy one seventy-sixth (or seven five-hundred 
and-thirty-fifths) of the total voting strength of the 48 States in the 
election of a President. The right of suffrage of the people of the 48 
States in this respect is diminished by that fraction. 


THE DILEMMA OF STATEHOOD 


Under present provision of the Constitution, a difficult choice 
must be made between the following alternatives: 


A. By the denial of statehood 


(1) Shall 499,794 citizens of Hawaii and 128,643 citizens of Alaska 
continue to be denied representation in the United States Senate and 
be limited to representation in the United States House of Repre- 
sentatives by a nonvoting Delegate? and 

(2) Shall these citizens continue to be denied representation in the 
executive and judicial branches of the Federal Government by the 
lack of suffrage in the election of a President? 


Or 


B. By the grant of statehood 


(1) Shall the citizens of the 48 States be disfranchised to the extent 
of one twenty-fifth of their representation in the United States Senate 
and shall that share of representation (possessed on an average by 
6,357,168 citizens of the 48 States) be transferred to the 628,437 citizens 
of Hawaii and Alaska? and 

(2) Shall the citizens of the 48 States be disfranchised to the extent 
of one seventy-sixth of their electoral college voting rights in the 
election of a President and his appointment of the judiciary and shall 
that share of representation (possessed on an average by 2,011,100 
citizens of the 48 States) be transferred to the 628,437 citizens of 
Hawaii and Alaska? 

Neither alternative can wisely and justly solve this subverting 
dilemma. 


STATEHOOD POSSIBILITIES FOR DISTRICT OF COLUMBIA, PUERTO RICO, 
GUAM, VIRGIN ISLANDS, SAMOA 


No one can accurately foretell what lands and peoples may seek 
statehood in future decades. The holdings of the United States, in 
addition to the trusteeship of the trust islands in the Pacific, are the 
incorporated Territories of Hawaii and Alaska, the vague common- 
wealth status of Puerto Rico, the unincorporated but organized 
Territories of the Virgin Islands and Guam, and the unincorporated 
and unorganized possession of American Samoa. 

The people of each of these possessions, and the people of the 
District of Columbia aspire for statehood. Delegates to both Houses 
of Congress have been proposed for the District of Columbia. 

Each of these political entities are edging toward statehood. In 
the coming half century, Congress will be called upon to decide their 
fate without any principle to guide it. Certainly, the determination 
should not rest upon the political expediencies that may exist at that 
time. 
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OTHER ASPECTS OF STATEHOOD 


Economic development 


The proponents of Alaskan statehood claim that statehood would 
advance the economic development of Alaska. This hope does not 
conform to historical fact. 

Hawaii and Alaska have had territorial status for about the same 
length of time. Yet, Hawaii has progressed at a far more rapid pace, 
economically, than has Alaska. Hawaii’s economy compares quite 
favorably with that of the States. It is not the political status that 
accounts for the differential in the rate of their economic growth. 
The growth of Hawaii can be principally ascribed to favorable physical 
characteristics, the temperate climate and her arable lands. 

The vote in Alaska 


The office of Delegate is the highest elective office in Alaska. The 
total vote cast for that office in the 1954 election was 26,999. This 
compares with the latest estimated civilian population of 132,000. 
This vote clearly shows up the fantastically excessive disproportion- 
ment of allowing 2 Senators to be elected by the choice of 26,999 
voters. 


Loss of individual liberties, the growth of national political power, the 
reduction of States rights 

The past 25 years can be noted for the vast and alarming growth and 
concentration of power in the National Government. A parallel 
concentration continues to take place in the executive branch of our 
Government. 

There is no standard of measurement of political power. There 
is, however, a standard for the measurement of the exercise of power. 
This standard is the percentage of the national product siphoned off 
by our Government. The following table illustrates the increase in 
the Federal absorption of our national production: 


Government expenditures and gross national product 





Government expenditures * 





Gross Amount ® Asa Sees oe national 
Calendar year national | F 
product j 





Total ex- | Federal ex- State, local Total ex- | Federal ex- State, local 


expendi- expendi- 
penditures | penditures tures penditures | penditures tures 














i 
| Billions | Billions Billions Billions | Percent Percent Percent 
SOND. cindentiodiaigwie $104. 4 $10.2 $2.6 7.5 9.8 2.5 7.3 
1930 w 91.1 11.02 7 8.2 12.1 3.0 9.1 
ge PONS | 100. 6 18.4 10. 08 8.3 18.4 10.0 8.3 
Ss ORAS | 285. 06 61.2 40.9 20. 2 21.5 14.4 7.1 
EES RTA, 364.8 102. 5 78. 05 24.4 28.1 21.4 6.7 














i | | 





The above table indicates that Federal spending of our national 
production increased from 2.5 percent in 1929 to 21.4 percent in 1953. 
An increase of more than eightfold. In the same period, the spending 


by States and local governments decreased from 7.3 to 6.7 percent of 
our national production. 
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The founders of our Constitution envisioned a government of limited 
national power. The residuary power of the States was conceived to 
be far greater quantitatively than the powers granted to the Federal 
Government. 

The above table indicates that the exercise of Federal power, 21.4 
percent of national production, is more than 3 times the exercise of 
State power, 6.7 percent. This shift from State power to Federal 
power coincides with the alteration of our mode of selection of Senators 
from that of legislatures to that of popular suffrage. 

The equitable measure of representation for a dominant National 
Government is that of representation in proportion to population. 
That is the only possible protection of the majority of the people 
against the preponderant power of a minority of the people. 

Statehood for these Territories would accentuate the inequalities 
of senatorial representation. It would increase the pace of national- 
ization of local government services and concentrate power in the 
Federal Government and in the executive branch. 


Representation in the United States House of Representatives 
The latest United States Census population estimates (1954) for 
these Territories are: 


Alaska, civilian 4 132, 000 
Alaska, military 50, 000 


Alaska, total ; 182, 000 


Hawaii, civilian 467, 000 
Hawaii, military 55, 000 


Hawaii, total 522, 000 


Due to our military bases, the ratio of military personnel to the 
civilian population is far greater in these Territories than exists in the 
other States. The military personnel consists of citizens and inhabi- 
tants of the 48 States. Yet, the census makes no differentiation but 
adds the military population to the civilian in computing their entitle- 
ment to representation. 

Article II, section 2, of the proposed Hawaiian Constitution pro- 
vides: 

No person shall be deemed to have gained or lost residence simply because of 
his presence or absence while employed in the service of the United States. 

Thus we find that both Federal, civilian and military personnel are 
excluded from the right of suffrage by this section. Yet, their num- 
bers are added to establish a base for Hawaii’s entitlement torepre- 
sentation in the United States House of Representatives. 

This section would appear to constitute an abridgement and denial 
of the right to vote. If so, then amendment 14, section 2, of the 
United States Constitution provides that the basis of representation 
shall be reduced in proportion. The desirability of congressional 
action to conform the apportionment of representation in Hawaii and 
Alaska with the requirements of amendment 14, section 2, of the 
United States Constitution is suggested. 

Hawaii bases her claim to 2 Representatives upon the 1950 United 
States census population figure of 499,794. The latest population 
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estimate would indicate that after 1960 her representation would 
probably be reduced to one Representative. 

If section 2 of the 14th amendment were to be applied, Hawaii 
would certainly be entitled to only one Representative as of now. 


CONCLUSIONS AND RECOMMENDATIONS 


The following conclusions and recommendations are offered as an 
equitable disposition of this problem: 

1. Statehood for Hawaii ought to be deferred until it has unques- 
tionably eliminated communistic influences in her political, economic, 
and social structures. 

2. Statehood for both Hawaii and Alaska should be deferred pend- 
ing the adoption of an appropriate constitutional amendment to 
provide for representation im the United States Senate on a basis 
proportionate to population. 

3. Statehood for both Hawaii and Alaska should be deferred pend- 
ing some other satisfactory solution of the problem as may be con- 
tained in the various constitutional and statutory proposals now before 
Congress, 

4. If statehood is to be granted upon the basis of equal representa- 
tion in the Senate, then admission should be approved by three-fourths 
of the States pursuant to a constitutional amendment providing for 
the admission of States by the same procedure that is now required 
to amend our Constitution. 

5. Congress should immediately grant to each Territory the auton- 
omy of statehood with full power of self-government in such form as 
may be recommended by the Territories. 

The autonomy would include: 

(a) Complete executive power with the right of election of 
governor. 

(b) Full legislative power over all Territorial affairs, including 
public lands, fisheries, and subsurface resources. 

(ec) Exclusive judicial jurisdiction. 

6. The enactment into Federal statute of such reasonable restric- 
tions, comparable to limitations in their proposed constitutions, as 
may be recommended by the Territories to safeguard individual liberties 
and to insure a republican form of government. 

7. The immediate and outright grant to Alaska of specifically 
described public lands to be selected by the Territory from vacant, 
unappropriated and unreserved lands, not to exceed 20 million acres. 

8. Grants of $7 million to Alaska each year for a period of 5 years 
to defray the cost of governmental services assumed from the Federal 
Government. The grants of a reasonable sum to Hawaii each year 
for a period of 5 years to defray the cost of governmental services 
assumed from the Federal Government. 

Watter Rocers. 
James A. Hatey. 
GrorGe A. SHUFORD. 
JoHn R. PILuio0n. 

J. T. RurHerForp. 


Frepruary 23, 1955. 
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MINORITY VIEWS ON H. R. 2535 
EXPRESSED BY HON. CRAIG HOSMER, OF CALIFORNIA 


The civilian population of Alaska is 132,000 and the transitory 
military population 50,000; total: 182,000, according to United States 
census 1954 population estimates. 

The entire population of the Territory of Alaska is far less than that 
of any of the 435 congressional districts in the existing 48 States. 
Under the circumstances, there simply does not exist in the Territory 
of Alaska the basic minimum number of people to warrant or support 
statehood status. 

Although some States had no more population than Alaska when 
admitted, the situations are not comparable due to reasons of geogra- 
phy, economic potentialities, and time in history. 

Craig Hosmer. 

FEeprvuary 23, 1955. 
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1st Session 


84TH CoNGRESS } HOUSE OF REPRESENTATIVES { REpoRtT 


No. 89 





AMENDING THE ACT OF JULY 3, 1952, RELATING TO RE- 
SEARCH IN THE DEVELOPMENT AND UTILIZATION OF 
SALINE WATERS 





Marca 7, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enote, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 2126] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 2126) to amend the act of July 3, 1952, relating to 
research in the development and utilization of saline waters, havin 
considered the same, report favorably thereon without amendment fc 
recommend that the bill do pass. 


PURPOSE 


This bill would amend the Saline Water Act of 1952 to provide 
for uninterrupted continuation of the saline water conversion research 
yo tog An identical bill was introduced by Representative Bow, 
m) io. 

The act of July 3, 1952, known as the Saline Water Act of 1952, 
authorized the appropriation of $2 million to carry on a 5-year re- 
search program with the objective of developing economically feasible 
processes for converting sea water and other saline waters to fresh 
water of a quality suitable for agricultural, industrial, municipal, and 
other beneficial uses. 

Enactment of this bill would modify the basic act by extending 
the period of the research program, by increasing the amount author- 
ized to be appropriated for conducting this research, and by per- 
mitting research to be carried on to a limited extent in existing Gov- 
ernment laboratories, 
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2 AMEND ACT OF JULY 3, 1952, RELATING TO SALINE WATERS 


ACCOMPLISHMENT OF PROGRAM 





This research program is accomplished under the direction of the 
Secretary of the Interior through (1) federally financed contracts 
with private scientists and engineers, educational institutions, scien- 
tific organizations, and engineering firms for conducting scientific 
research; (2) encouraging development of saline water conversion 
processes by correlating and coordinating efforts in this field; and 
(3) stimulating the interest of private and business organizations 
and individuals in the program. 

The committee observes that the research program is presently being 
directed by a small separate organization operating in the Office of 
the Secretary, rather than in one of the bureaus. The committee is in 
agreement with this arrangement. A separate organization in the 
Office of the Secretary has the advantage of contributions from all the 
agencies in the Department, including the Geological Survey, the 
Bureau of Reclamation, and the Bureau of Mines, and is in a better 
position to work with other departments of Government. This 
arrangement has the additional advantage of assuring that the 
$500,000 provided for in this legislation for research by existing 
Government laboratories is used in the organizations best equipped 
and staffed to do the work and is not channeled into one agency alone. 


NEED FOR THE PROGRAM 





Continued expansion of our industries, our growing populations, 
and expanding agricultural production have increased tremendously 
the demand for large quantities of fresh water. This continued growth 
and expansion has placed a severe drain on our water resources in 
certain areas. The sources of water on which we normally rely are 
gradually being exhausted and, through use and reuse, the supplies 
derived from these sources are being contaminated. There is an 
urgent need, then, for finding additional fresh-water sources. 

The Government research program assures that research and devel- 
opment investigation will continue in the development of new and 
untried methods of demineralization of large quantities of saline water 
and in improvements in present methods. 

At the beginning of the program, the cost of converting sea water 
to fresh water by the best processes in use was estimated at about 
$400 to $500 an acre-foot. The initial cost goals for the program 
were set at $125 per acre-foot for municipal water and $40 per acre- 
foot for irrigation water on the basis that these amounts represented 
about the maximum that could be borne by these types of use. 
Although considerable work remains to be done before these initial 
goals are fully realized, they are being approached and it is believed 
they can be reached and lowered if the research is continued. In 

other words, the results to date indicate that the conversion of sea 

: water to fresh water at a price which municipal users and some indus- 

tries might pay and the conversion of brackish water for irrigation 

use may be in sight. 

Recent results have indicated that no single process will provide 
fresh water for all purposes at all locations and under all circumstances. 
Thus, it is desirable that several different principles, processes, and 
combinations of processes be investigated and developed concur- 
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rently. In addition, it is becoming increasingly apparent that as the 
cost of energy is a limiting factor in any process, nonconventional 
low-cost energy must be investigated in connection with process 
development and use. 

Testimony presented to the committee makes it clear that the bene- 
fits from successful development of low-cost saline water conversion 
methods will be felt in all parts of the Nation as well as other parts of 
the world. 

NEED FOR AMENDING EXISTING LAW 


Under the provisions of the Saline Water Act of 1952, all work 
undertaken pursuant to that act must be completed prior to July 15, 
1957. This includes not only research activities and field tests under 
contract but also all reports thereon and the correlation and coordina- 
tion of all data. Under the existing law, it would be necessary to 
terminate most active research contracting by about December 1955 
to permit completion of the work under the contract and final reporting 
of the results and conclusions by the deadline of July 1957. Unless 
the program is extended, it would be terminated just at the time when 
the need for advance research and development of promising processes 
is expected to be paramount. 

To permit uninterrupted continuation of the program and the attain- 
ment of the goals which are in sight, an extension of time is desirable. 
The results obtained to date are sufficiently encouraging to indicate 
that if the activity is given sufficient time, economic processes for the 
treatment of sea water and brackish water will be developed. Unless 
assurance can be given to the private firms and research organizations 
who are serving or who will serve the program as contractors, that 
promising studies will be carried to completion, we will have difficulty 
achieving worthwhile results, even during the remainder of the period 
under present law. 

In addition to the need for assuring uninterrupted continuation of 
the program, there has developed a need for using existing Federal 
scientific facilities to accomplish a limited amount of technical 
assistance. This cannot be done under existing law. Several indi- 
vidual scientists have had ideas on processes worthy of exploratory 
research but did not have laboratory facilities available. Many would 
be agreeable to having research carried out at a Government labora- 
tory, but under existing law there is no authority to utilize such 
laboratories. Also, Government scientists in some cases have worth- 
while research to propose which can best be done in their own labora- 
tories. Probably the most important need for this authority is for 
using the Government laboratory in making unbiased comparisons 
of processes and in confirmation of research results. In some cases 
Federal scientific organizations offer the only satisfactory personnel 
and facilities to conduct certain investigations. 

Initially, most of the research and development on processes has 
been on a relatively small-scale laboratory basis and only nominal 
expenditures have been required. Much of this exploratory research 
needs to be continued. However, as individual processes show 
sufficient promise, pilot plants or field tests should be undertaken. 
Such tests are essential in order to obtain reliable cost estimates and 
information on the durability of the unit, production capacity, power 
requirements, etc. Development work, including field tests of this 
type, is more costly than laboratory investigations, 
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ANALYSIS OF THE LEGISLATION 


This bill would provide for uninterrupted continuation of the saline 
water-research program and would permit the officials in charge of the 
program to have the advantage of a limited amount of technical 
assistance from existing Federal scientific facilities. Section 2 (a) of 
the act of July 3, 1952, would be amended to permit use of the facilities 
of existing Federal scientific laboratories. 

Section 8 of said act would be amended to raise the limit of funds 
authorized to be appropriated from $2 million to $6 million. This 
amount includes the funds already expended since the program was 
initiated in 1952. Of this $6 million amount, not more than $1,500,000 
could be expended for the direction of the program and for the correla- 
tion and coordination of the studies and information and not more than 
$500,000 could be expended for research and development in Federal 
laboratories. Section 8 would also be amended to extend the program 
through fiscal year 1963 and provide for an additional year for correlat- 
ing and coordinating the results, studies, and research undertaken 
under the program. 


REPORT OF THE DEPARTMENT 


The report of the Department of the Interior on this legislation 
recommends its enactment. The meaning of the last paragraph of the 
Department’s report relating to clearance by the Bureau of the Budget 
was not clear to the committee. A clarification of this statement has 
been furnished the committee which indicates that the Bureau of the 
Budget favors the continuance of the saline water-research program. 
The Bureau of the Budget does not want to be committed to approv- 
ing the expenditure of $6 million over the specific period set out in 
the legislation, but takes the position that expenditures should be 
justified by the Department each year on the basis of research work 
proposed to be carried out during that year. The report of the 
Department follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 16, 1956. 
Hon. Cuatr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Encue: You have requested a report on H. R. 2126, a bill to 
amend the act of July 3, 1952, relating to research in the development and utili- 
zation of saline waters. 

The act of July 3, 1952 (66 Stat. 328; 42 U. 8. C., 1952 edition, secs. 1951 ff.), 
authorized the appropriation of a total of $2 million to enable this Department to 
carry on, through contracts with private scientists and engineers, educational in- 
stitutions, scientific organizations, and engineering firms, a 5-year research pro- 
gram looking to “the development of practicable low-cost means of producing 
from sea water, or from other saline waters, water of a quality suitable for agri- 
cultural, industrial, municipal, and other beneficial consumptive uses * * *.” 

Enactment of H. R. 2126 would modify the basic act by extending the period 
under which operations can be conducted under it, by increasing the amount au- 
thorized to be appropriated for the conduct of these operations, and by permitting 
research to be carried on to a limited extent in existing Government laboratories. 

It is the recommendetion of this Department that H. R. 2126 be enacted. 

Continued expansion of our industries, our growing populations, and expanding 
agricultural production have increased tremendously the demand for large 
quantities: of fresh water. This continued growth and expansion has placed a 
severe drain on our water resources in certain areas. In many instances, 
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new reservoirs have had to be constructed and water transported over great 
distances, in other cases the water supply has been supplemented by new wells 
which have lowered the water table. he pumping of ground water for irrigation 
in many areas has been at rates considerably above the safe yields as estimated 
by the United States Geological Survey. The sources of water on which we 
normally rely are gradually being exhausted and, through use and reuse, the 
supplies derived from these sources are being contaminated. The need for finding 
additional fresh water sources therefore is obvious. 

Results during the past year have demonstrated the need for, and usefulness of, 
a Government program of this nature. Most industrial firms do not feel justified 
in carrying on the development of saline water conversion equipment beyond 
certain improvements in present equipment. To accomplish the demineralization 
of large quantities of saline water at a fraction of the present cost will, however, 
require much more development of new principles and processes that improve- 
ments in present processes. The Government program assures that research and 
development investigations will continue both on the development of new and 
untried methods and on improvements in present methods. 

At the beginning of the program, the cost of converting sea water to fresh water 
by the best processes in use was estimated at about $400 to $500 an acre-foot. 
Accordingly 2 cost goals were set for the initial 5-year phase of the program, 1 for 
water for municipal and similar purposes and 1 for irrigation water. (For these 
criteria, no distinction is made as to whether the water to be converted is sea or 
brackish water.) These goals were $125 and $40 per acre-foot (38 and 12 cents 
per 1,000 gallons), respectively, and they were believed, on the basis of data then 
available, to represent about the maximum that could be borne by these types of 
use. Although considerable work remains to be done before those initial goals are 
fully realized, they are being approached and it is believed they can be reached 
and lowered if the research is continued. In other words, the results to date 
indicate that the conversion of sea water to fresh water at a price which municipal 
users and some industries might pay and the conversion of saline water to irriga- 
tion uses may be in sight. 

Recent results have indicated that no single process will provide fresh water 
for all purposes at all locations and under all circumstances. Thus it is desirable 
that several different principles, processes, and combinations of processes be 
investigated and developed concurrently. In addition, it is becoming increasingly 
apparent that nonconventional low-cost energy (e. g., solar, wind, geothermal 
energy, etc.) must be investigated in connection with process development and 
use. 

Preliminary results obtained from one vapor compression investigation and 
extrapolated to large-scale operation indicate a good possibility of producing 
fresh water from sea water for approximately one-fourth the cost of distilling 
water by any process in use at present. 

Preliminary estimates for a critical pressure device of large capacity likewise 
indicate that fresh water may be obtained from sea water at costs much below 
those of existing processes if 2 or 3 critical problems now under research study 
can be solved. 

Other processes under development include an ion transfer membrane demin- 
eralizer which is undergoing field tests at the present time; various aspects of the 
vapor compression distillation process, some of which will reach field-testing stage 
next year; solar distillation, solvent extraction, freezing, osmotic processes and 
ultrasonics. 

Initially, most of the research and development on processes has been on a 
relatively small-scale laboratory basis and only nominal expenditures have been 
required. Much of this exploratory and more or less fundamental research needs 
to be continued. However, as individual processes which show sufficient promise 
are developed in the laboratory, pilot plants or field tests become necessary. 
Such tests are essential in order to obtain reliable cost estimates and information 
on the durability of the unit, down time, production capacity, power require- 
ments, corrosion, etc. Developmental work, including field tests of this type, is 
more costly than laboratory investigations. 

Under the provisions of the Saline Water Act of 1952, all work undertaken 
pursuant to that act must be completed prior to July 15, 1957, the anniversary 
of the date of the first appropriation to implement it. Not only all research 
activities and field tests under contract but also all reports thereon and the corre- 
lation and coordination of all data must be completed by that date. 

Since most research and development contracts are for a period of about a year, 
it would thus be necessary to terminate most active research contracting by about 
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December 1955 to permit completion of the work under the contract and final 
reporting of the results and conclusions of the program by July 1957. Only a 
small portion of the appropriations for fiscal year 1957 could be utilized for 
contract research just at the time when the need for advanced research and 
development of promising processes is expected to be paramount. 

To permit continuity and the attainment of the program’s goals, an extension 
of time is desirable. The results obtained to date are, as has already been noted, 
sufficiently encouraging to indicate that, if the activity is given sufficient time, 
economical processes for the treatment of brackish water and sea water will be 
developed. Research of this type is perforce long-range in character. Unless 
assurance can be given to the private firms and research organizations who are 
serving or will serve the program as contractors that promising studies will be 
carried to completion, we will have difficulty achieving worthwhile results even 
in fiscal years 1956 and 1957. Assurance that the program will not be interrupted 
is needed now if we are to undertake research that will not be completed until 
after fiscal year 1957. Interruption or abandonment of the program after fiscal 
year 1957 would, in any event, dissipate a large part of the valuable results 
already achieved or anticipated, with a consequent loss to the Government. 

Since the initiation of the research program under the act of Julv 3, 1952, 
excellent cooperation has been received from various organizations. Efforts are 
continually being made to encourage private development of processes and to 
interest industrial firms in the problem. The expansion of our basic authorization 
proposed in H. R. 2126 to permit an expenditure up to $500,000 for research to be 
conducted in existing Government laboratories would, however, prove advanta- 
geous inanumber of ways. Several individual scientists have had ideas on processes 
worthy of at least exploratory research effort but do not have laboratory facilities 
available. Some would be agreeable to having the research carried out at a 
Government laboratory but the research has not been carried out because of 
apparent lack of authority to utilize such laboratories. Government scientists, in 
some cases, have worthwhile research to propose in which they and their laboratory 
are best qualified to proceed. Another area in which operations in a Government 
laboratory would be valuable is in making unbiased comparisons of processes and 
in confirmation of research results. In some cases, Federal scientific organiza- 
tions offer the only satisfactory personnel and facilities to conduct certain 
investigations. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to your committee but that no commitment can be 
made at this time with respect to the amount of $6 million which the bill, if en- 
acted, would authorize to be appropriated. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


Enactment of this bill is unanimously recommended by the Com- 
mittee on Interior and Insular Affairs. 


CHANGES IN EXISTING LAW 


In compliance with clause 3, rule XIII, of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or Jury 3, 1952 (66 Srar. 328; 42 U. S. C., Secs. 1951 Fr.) 


That, in view of the acute shortage of water in the arid areas of the Nation and 
elsewhere and the excessive use of underground waters throughout the Nation, 
it is the policy of the Congress to provide for the development of practicable 
low-cost means of producing from sea water, of from other saline waters, water 
of a quality suitable for agriculture, industrial, municipal, and other beneficial 
consumptive uses on a scale sufficient to determine the feasibility of the devel- 
opment of such production and distribution on a large-scale basis, for the purpose 
of conserving and increasing the water resources of the Nation. 

Sec. 2. In order to carry out the purposes of this Act, the Secretary of the 
Interior, acting through such agencies of the Department of the Interior as he 
may deem appropriate, is authorized— 
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(a) by means of research grants and contracts as set forth in subsection 
(d) of this section and by use of the facilities of existing Federal scientific lab- 
oratories within the monetary limits set farth in section 8 of this Act, to conduct 
research and technical development work, to make careful engineering studies 
to ascertain the lowest investment and operating costs, and to determine the 
best plant designs and conditions of operation; 

(b) to study methods for the recovery and marketing of byproducts 
resulting from and incident to the production of water as herein provided 
for the purpose of ascertaining the possibilities of offsetting the costs of 
water production in any area by the commercial utilization of such products; 

(c) to acquire, by purchase, license, lease, or donation, secret processes, 
technical data, inventions, patent applications, patents, licenses, land and 
any interest in land (including water rights, easements, and leasehold inter- 
ests), plants and facilities, and other property or rights: Provided, That the 
land or other property acquired hereunder shall not exceed that necessary to 
carry on the experiments and demonstrations for the purposes herein 
provided; 

(d) to engage, by noncompetitive contract or otherwise, chemists, physi- 
cists, engineers, and such other personnel as may be deemed necessary, and 
any educational institution, scientific organization, or industrial or engineer- 
ing firm deemed suitable to do any part of the research or other work, and to 
the extent appropriate to correlate and coordinate the research and develop- 
ment work of such educational institutions, scientific organizations and 
industrial and engineering firms; and 

(e) to cooperate with any other Federal, State, or municipal department, 
agency, or instrumentality, and with any private person, firm, educational 
institution, or other organization in effectuating the purpose of this Act. 

Sec. 3. Research undertaken by the Secretary of the Interior under the authority 
contained in this Act shall be coordinated or conducted jointly with the Depart- 
ment of Defense to the greatest practicable extent compatible with military and 
security limitations, to the end that research and developments under this Act 
which are primarily of a civil nature will contribute to the defense of the Nation 
and that research and developments in the same field which are primarily of a 
military nature and are conducted by the Department of Defense will be made 
available to advance the purposes of this Act and to strengthen the civil economy 
of the Nation. 

Sec. 4. The Secretary of the Interior is authorized, for the sole purpose of this 
Act, to dispose of all water and other products produced as a result of his opera- 
tions under this Act pursuant to regulations to be prescribed by him: Provided, 
That nothing in this Act shall be construed to alter existing law with respect to 
the ownership and control of water. 

Sec. 5. All moneys received for products of the plants under this Act shall be 
paid into the Treasury as miscellaneous receipts. 

Src. 6. The Secretary of the Interior shall make reports to the President and 
the Congress at the beginning of each regular session of the action taken or insti- 
tuted by him under the provisions of this Act. The report shall include suitable 
recommendations for further legislation. 

Sec. 7. The Secretary of the Interior may issue rules and regulations to effec- 
tuate the purposes of this Act. 

Sec. 8. [There are authorized to be appropriated, from any funds in the Treas- 
ury not otherwise appropriated, such sums, not to exceed $2,000,000, for a five- 
year period, to carry out the provisions of this Act: Provided, That departmental 
expenses for the correlation and coordination of information over such five-year 
period shall not exceed the sum of $500,000: Provided further, That such depart- 
mental expenses shall be scheduled in equal amounts for each year of such period 
insofar as practicable.] There are authorized to be appropriated such sums, but 
not more than $6,000,000 in all, as may be required (a) to carry out the provisions of 
this Act during the fiscal years 1953 to 1963, inclusive, (b) to finance for not more than 
two years beyond the end of said period such grants, contracts, cooperative agreements, 
and studies as may theretofore have been undertaken pursuant to this Act, and (c) 
during the same additional period plus one more year, to correlale, coordinate, and 
round out the results of studies and research undertaken pursuant to this Act. Depart- 
mental expenses for direction of the program authorized by this Act and for the correla- 
tion and coordination of information as provided in subsection (d) of its section 2 shall 
not exceed $1,500,000, and not more than $500,000 shall be expended for research and 
development in Federal laboratories. Both of said sums shall be scheduled for ex- 
penditure in equal annual amounts insofar as is practicable. 
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CAREER INCENTIVE ACT OF 1955 





Marcu 8, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kitpay, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 4720] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 47 20) to provide incentives for members of the uniformed 

services by increasing certain pays and allowances, having considered 
the same, report fav ‘orably thereon without amendment and recom- 
mend that the bill do pass. 

The purpose of the proposed legislation is to reduce to the greatest 
extent. possible the extremely rapid turnover of personnel in our uni- 
formed services. 

The President of the United States in a message to the Congress, 

dated January 13, 1955, pointed out the urgent necessity for the enact- 
ment of the proposed legislation. In his message, the President 
stated that— 
To sustain our active forces at required levels of strength and efficiency, it is neces- 
sary to increase the present rate of voluntary enlistments. It is also necessary to in- 
duce volunteers both officers and enlisted men, to continue in the service on a carecr 
basis in order to obtain maximum usefulness from the skills and leadership which 
are achieved after long and costly training. The increasing mechanization and 
complexity of defense forces make technical skills and a wide background of 
experiences vastiv more important than ever before. 

During fiscal 1954, the armed services experienced one of the lowest 
reenlistment rates in the history of the Nation. The composite rate for 
all reenlistments in the armed services at that time was 14.9 percent. 
In the Army, for example, the reenlistment rate in 1954 was only 
11.6 percent compared with a reenlistment rate of 41.2 percent in 
1949. This rate for the Army reflects the very low reenlistment rate 
from among inductees, but even excluding inductees from the Army’s 
reenlistment rate shows that the Army’s reenlistment rate from among 
volunteers for fiscal 1954 was only 22 percent. The Army reenlistment 
rate in the past few months has increased, but this figure is based on a 
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smaller number of volunteers who entered the service during the 
Korean war and does not necessarily indicate a firm trend. Testimony 
also revealed that the rising rate of Army reenlistments may well 
reflect the anticipated pay increase contained in the proposed 
legislation. 

In the Navy, the decline in reenlistment rates has been even more 
disturbing. In fiscal 1950, the Navy experienced a reenlistment rate of 
66 percent. In fiscal 1951 through 1953 the Navy averaged a reen- 
listment rate of 61 percent. In fiscal 1954 the figure dropped to 23.7 
percent, and from July to December of 1954 the reenlistment rate in 
the Navy has been reduced to only 8.1 percent, the lowest recorded 
figure in the history of the Navy. 

In the Marine Corps, reenlistment rates for fiscal 1954 were 18.1 
percent, and increased slightly to 20.1 percent in the period July 
through December of 1954. Marine Corps reenlistment rates have 
shown an increase recently which may be attributed to the reenlist- 
ment bonus law which went into effect last summeer and likewise may 
well reflect the wide publicity that has been given to this proposed 
legislation. 

The Air Force has been experiencing a declining reenlistment rate 
from an average of 56 percent for the fiscal vears 1951 through 1953, 
to 31.2 percent in fiscal 1954; and for the period July through Decem- 
ber 1954, a further decline to 22.4 percent. 

Most alarming is the reenlistment rate from among volunteers in all 
of the services who are eligible to reenlist after completion of their first 
term of enlistment. The reenlistment rate for the period July through 
December 1954 of this group amounted to only 12 percent. The reen- 
listment rate from among those who have previously reenlisted shows 
a more favorable rate of approximately 63.2 percent, but this effect is 
drastically offset by the very low rate of reenlistment from among 
inductees which amounts to only 3.1 percent. 

Approximately 80 percent of all individuals eligible for separation 
during this fiscal year are inductees or individuals who have volun- 
teered for their first enlistment in a branch of the armed services. 

Reenlistment rates have shown a slight increase since the enactment 
of the new reenlistment bonus law and since favorable publicity has 
appeared in most publications concerning this proposed pay increase, 
but a comparison of reenlistment rates for this fiscal year with pre- 
vious fiscal years still shows that reenlistments in this fiscal year will 
be less than half of the reenlistment rate of fiscal 1950. And in spite 
of the reenlistment bonus law and favorable reaction to this proposed 
Career Incentive Act, the reenlistment rate from among inductees 
has shown no significant improvement. 

The situation with regard to officers is equally alarming. In the 
Army, for example, only 21.8 percent of the distinguished graduates 
of ROTC and OCS programs eligible to apply for Regular commis- 
sions actually applied for Regular commissions. This contrasts with 
a 54.4-percent application rate for fiscal 1949. It is significant to 
note that from 1949 to 1954, and to the present date, the rate of 
application from among distinguished graduates of ROTC and OCS 
programs has shown a steady decline. 

In the Navy, from among those eligible to apply for Regular com- 
missions from NROTC, aviation cadet programs, and other officer 
pec only 3.4 percent of the qualified personnel applied for 
egular commissions. This contrasts with 7.2 percent for 1953. 
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In the Air Force, of the officers eligible to apply for Regular com- 
missions from Air Force ROTC, aviation cadet, and OCS programs, 
only 6 percent applied for Regular commissions in fiscal 1954. This 
contrasts with a 11.6-percent application rate for fiscal 1953 and a 
38.2-percent application rate in fiscal 1952. 

Resignation rates from among Regular officers has shown a steady 
increase since officers have been permitted to submit their resignation 
following the termination of war in Korea. In the Army, for example, 
187 officers resigned in fiscal 1949 as contrasted with 793 who resigned 
in fiscal 1954. In the Air Force, 69 resigned in fiscal 1949, as con- 
trasted with 345 in fiscal 1954. In the Marine Corps, 73 officers 
resigned in fiscal 1949, as contrasted with 246 in fiscal 1954. In 
the Navy it is significant to note that the highest resignation rate from 
among commissioned officers were from those assigned to submarine 
and flight duty. 

TRAINING COSTS 


The cost involved in the very high turnover among our service 
personnel almost defies calculation. It is known that each man who 
enters the armed services and undergoes basic training and up to the 
time of assignment to his first unit, which involves approximately 6 
months, costs the Government $3,200 in pay, allowances, subsistence, 
clothing, and overhead directly chargeable to the trainee, together 
with the costs chargeable to the trainers. Approximately 1 million 
individuals will be eligible for separation from the armed services in 
fiscal 1955. At the present reenlistment rate it is anticipated that 
only about 200,000 individuals will reenlist in the armed services. If 
this reenlistment rate could be increased by 100,000 individuals, the 
savings in training costs alone for replacements would be tremendous. 
But this merely reflects basic training costs and does not include other 
vast investments that have been made in advanced training that 
many of these individuals have received. For example, in the Army, 
a radio repairman’s training cost is over $9,000. In the Navy, an 
electronics technician has a training cost of approximately $8,900. A 
radar repairman in the Marine Corps has a training cost of $12,870, 
and in the Air Force, an aircraft mechanic has a training cost of 
$7,950. These examples are given since they are in fields in which 
there is a civilian demand for similar services and it has developed 
an area of competition to induce men to leave the service and enter 
civilian employment. Accordingly, in this area of training, it is 
extremely necessary that the services be prepared to offer proper 
inducements to maintain these people in the service and prevent their 
replacement training costs. 

Turning now to officers, and more particularly the Air Force, it has 
been estimated that the overall training cost of an F-94C pilot, includ- 
ing such items as an air training command cost, depot maintenance 
cost, aircraft replacement costs, and total costs attributable to training, 
give a figure in excess of $120,000. For larger type modern aircraft, 
this figure is, of course, larger, and in the B-47 category, the total costs 
attributable to training 1 pilot amount to about $275,000. In other 
officer areas the cost of retraining replacements and the loss of valuable 
experience can hardly be estimated in dollar amounts and the least 
that can be said is that the loss of experience is costing this country an 
incalculable amount each year. 
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There have been several field studies made by the services which 
have attempted to determine the reasons for the high personnel turn- 
over rate. While many factors have been indicated as partially re- 
sponsible for this condition, a summation of what the services found 
would indicate that pay is the leading cause for dissatisfaction in the 
uniformed services. Military pay, as such, has fallen behind that of 
industry, and those intangible benefits which were once peculiar to 
the uniformed services have, as a general rule, been adopted throughout 
American industry with the result that the uniformed services can no 
longer offer these benefits as incentives. The services are losing too 
many men trained in leadership and technical skills. To maintain the 
required percentages of young officers and enlisted men we must pro- 
vide adequate incentives to reduce the turnover in the military serv- 
ices. The purpose of the proposed legislation is to achieve this result 
to the greatest extent possible. 


PAY INCREASES IN BASIC PAY UNDER THE PROPOSED LEGISLATION 


Under the proposed legislation no officer with less than 3 years of 
service, and no warrant officer or enlisted person with less than 2 years 
of service will receive a pay increase. Thus, from E-1 to E-7 the 
basic pay for enlisted men with under 2 years of service remains the 
same. Likewise, in the case of officers, the pay remains the same for 
those with less than 3 years of service, regardless of grade. 

In the warrant officer scale those with under 2 years of service 
receive no increase, but in view of the existing small differential be- 
tween master sergeants and warrant officers, a substantial increase is 
provided for the grade of W-1, for warrant officers with over 2 years of 
service, in the amount of $31.78. This represents the original amount 
recommended by the Hook Commission, the 4 percent added by the 


1952 pay amendments to the Career Compensation Act, plus an addi- | 


tional $25 to provide a sufficient differential to encourage enlisted 
personnel to enter the warrant grades. 

Except for officers with less than 3 years of service and enlisted 
persons with ess than 2 years of service, the proposed pay scales 
reflect a pay increase for all personne! of not less than 6 percent. For 
example, under the proposed legislation an E-1 (private) with over 
2 years of service will receive an increase of 8.57 percent or $7.80 per 
month, thus increasing his monthly pay from $91 to $98.80 per month. 
Thereafter he will receive increases in the same grade until he reaches 
a maximum of $106.60 per month. No increases are provided beyond 
this point since he would then have reached a point where his progress 
in the armed services no longer justifies a pay increase in that grade. 

An E-2 (private in the Army; private, first class, in the Marine 
Corps) with over 3 years of service now receives $93.60 per month; 
under the proposed act his pay would be increased by 8.33 percent, or 
$7.80 per month, so that hereafter he will be entitled to $101.40 per 
month. Increases in that grade continue thereafter each 2 years until 
he reaches the point where an in-grade increase in pay is no longer 
justified. Under the pay scale proposed, this point would be attained 
upon the completion of 10 years of service, at which time his pay 
would remain at $132.60 per month. An E-3 (private, first class, in 
the Army, corporal in the Marine Corps) now receives $114.66 per 
month upon the completion of 4 years’ service. Under the proposed 
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legislation an E-3 will receive a 15.65 percent increase in pay, or 
$17.94 per month. His monthly pay would then be $132.60 per month 
and would increase thereafter to a maximum of $163.80 per month 
upon the completion of more than 14 years of service. It should be 
noted that the E-3 with over 4 years of service is considered to have 
attained a critical career point in his branch of the service and it is 
at this point that the E-3 receives the greatest percentage increase in 
basic pay. 

The next enlisted grade of E-4 (corporal in the Army or sergeant 
in the Marine Corps) shows an increase of 8.04 percent or $10.45 per 
month for the enlisted man with over 3 years’ service, increasing to a 
16.21-percent increase for the E-4 with over 4 years of service. This 
latter figure represents an increase of $22.31 per month and is con- 
sidered to be another critical point in the career pattern. An E-4 
with over 4 years of service now receives $137.59 per month and under 
the proposed legislation would be increased to $159.90 per month. 
The large increase in pay between the E~-4 with over 3 years of service 
and the E-4 with over 4 years of service is intended as an incentive 
at this point for enlisted personnel who have, in most cases, acquired 
considerable training to reenlist in the armed services so that full 
advantage can be taken of the training they have received. The 
grade of E-4 continues to show considerable pay increases ranging 
from a 15.46-percent increase with over 6 years of service to a 17.35- 
percent increase for over 8 years of service, to a 9.89-percent increase 
at over 18 years of service where the monthly pay of an E-4 would 
amount to $218.40 per month. No increments in basic pay for the 
E-4 are provided after completing 18 years of service. 

Basic pay in the E-5 grade (sergeant in the Army; staff sergeant 
in the Marine Corps) shows an increase after 2 years of service ranging 
from 7.14 percent with over 2 years of service to 14.19 percent with 
over 4 years of service, 13.64 percent with over 6 years of service, 
15.35 percent with over 8 years of service and declining gradually 
thereafter to an 8.67-percent increase upon the completion of 22 years 
of service. An E-5 with over 6 years of service under the proposed 
legislation will receive an increase in pay of $22.93 per month, or 
$191.10 per month, as contrasted with his present pay of $168.17 per 
month. The pay of an E-5 increases to a maximum of $257.50 per 
month which is attained upon the completion of over 22 years of 
service. No increment increases are provided thereafter. 

In the grade of E—6 (technical sergeant) the increases range from a 
6.48 percent for over 2 years of service to 13.28 percent for over 10 
years of service and diminishing thereafter to an 11.04 percent-increase. 
An E-6 with over 8 years of service, for example, will receive a 
monthly increase of $23.56, or $220.30 per month as contrasted with 
his present pay of $198.74. The pay of an E-6 increases by incre- 
ments until it reaches $288.60 per month upon the completion of 22 
years of service. No increments in basic pay are thereafter provided. 

In the grade of E-7 (master sergeants) increases range from a low 
of 7.32 percent to a high of 11.61 percent. The pay of a master 
sergeant with over 10 years of service is increased by 10.14 percent, 
or $24.34 per month. Thus a master sergeant with over 10 years of 
service would receive $261.30 per month as contrasted to $236.96 
that he now receives. The pay of a master sergeant would continue 
to increase until completing more than 26 years of service at which 
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time he would be entitled to $335.40 per month, as contrasted with 
his present pay of $305.76 per month. 

In the warrant officer pay scales, starting with the lowest grade, or 
W-1, at over 2 years, the pay will amount to $251.20 per month which 
represents a 14.48 percent increase, or $31.78 per month more than 
the present pay of $219.42 per month. By the time the W-1 has over 
10 years of service, which is the average length of service fer those 
entering this grade, the pay will have advanced to $294.10 per month, 
an increase of 21.47 percent or $51.99 over the present pay of $242.11. 
It should be noted that this increase includes the differential of $25 
which was indicated in the earlier explanation of this table. Following 
the required promotion pattern of the Warrant Officer Act of 1953, the 
W-2 at over 14 years’ service would receive monthly pay of $350 
which is an increase of 18.61 percent, or $54.92 over the present pay of 
$295.08. Still following the normal pattern at over 22 years of 
service, the W-3 would receive $428 per month which is a 13.14 
percent increase, or $49.70 over his present pay of $378.30. Still in 
the normal career pattern and going to the top grade of warrant 
officer, the pay of the W-4 with over 26 vears of service will be $514.80 
per month, a 9.74 percent increase or $45.71 over his present pay of 
$469.09 per month. 

Among the officers, the largest percentage increase is found in the 
grade of second lieutenants with over 3 years of service. At this 
point the pay of second lieutenants will increase by 25 percent, or 
$59.28 per month. This will result in a monthly pay of $296.40 per 
month compared with the present monthly pay of $237.12. 

First lieutenants with over 3 years of service will receive a 22.33 
percent increase, or $61.22 per month. The monthly pay under the 
proposed legislation will be $335.40, compared with the present pay 
of $274.18. Following the normal career pattern for officers, captains 
with over 6 years of service will receive a 14.04 percent increase or 
$49.92 per month. This would represent a monthly pay of $405.60, 
as contrasted with the present pay of $355.68. Majors with over 
8 years of service would receive a 9.02 percent increase, or $37.44 per 
month, resulting in a monthly pay of $452.40, contrasted with the 
present pay of $414.96. Majors with over 10 vears of service will 
receive a 12.52 percent increase or $53.82 per month more, resulting 
in a monthly pay of $483.60, in contrast to the $429.78 now received. 

Lieutenant colonels with over 16 years of service will receive a pay 
increase of 11.28 percent, or $58.50 per month. This will result in a 
monthly pay of $577.20 as contrasted with a present monthly pay of 
$518.70. 

Colonels with over 18 years of service will receive a 12.61 percent 
increase, or $80.34 per month, resulting in a monthly pay of $717.60 
contrasted with the present pay of $637.26 per month. 

Brigadier Generals with over 22 years of service will receive a pay 
increase of 6.24 percent, or an increase of $49.92 per month. This 
will result in a monthly pay of $850.20 as contrasted with $800.28 
under present law. Brigadier Generals with over 26 years of service 
will receive an increase of 9.02 percent, or $74.88 per month, resulting 
in a monthly pay of $904.80, contrasted with a present monthly pay 
of $829.92. Brigadier generals with over 30 years of service will 
receive a 12.52 percent increase, or $107.64 per month. This will 
result “ a monthly pay of $967.20, compared with $859.56 now 
received, 
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Major generals with less than 30 years of service will receive a 6.07 
percent increase, or $58.50 per month, resulting in a monthly pay of 
$1,021.80, as contrasted with a present pay of $963.30. Major gen- 
erals with over 30 years of service will receive an increase of 8.41 per- 
cent, or $83.46 per month, resulting in a monthly pay of $1,076.40, 
compared with a present pay of $992.94 monthly. 

All officers serving above the grade of major general receive the 
same basic pay as a major general for the same length of service. 
The proposed legislation does not establish any separate pay scale 
for officers serving above the grade of major general. 


INCENTIVE PAY FOR FLYING AND SUBMARINE DUTY 


The proposed legislation also amends the Career Compensation 
Act of 1949 by substituting new flying duty and submarine duty 
pay tables. 

he Career Compensation Act established definite rates for each 
rade of officer and enlisted man, based on recommendations of the 
look Commission on Service Pay. Following further recommenda- 
tions of the Hook Commission, the services maintained a continuing 
study of the problem which culminated in the Strauss committee 
recommendations of 1953 to the effect that flying and submarine 
pay should bear a direct relationship to basic pay, premising such 
conclusion on the basis that each individual would weigh the value 
of his extra pay against his basic pay; that is a man who earns $100 a 
month would undertake a risk for an additional $50 a month, whereas 
a man earning $400 a month might well refuse a similar risk for the 
same $50. 

Following the above principle and using selected years of service 
as career points in each grade a system of ratios was derived from the 
pay scales of the Career Compensation Act of 1949. The ratios thus 
derived were adjusted to provide higher percentages in the lower 
grades of officers and enlisted men, and to correct some apparent 
inequities, and were then used as multiplers to convert the proposed 
basic pay tables into the proposed flying duty and submarine duty 
tables, leveling off each figure to the nearest $5. 

The resulting table, at typical years of service in each grade, would 
indicate the following increases in such pay: 
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7 | Years of i] . | 
Grade | service | Amount | Grade | service Amount 
Major general. ............... 26 | 4 a ee ee 14 |} $40. 00 
Brigadier general ............- 22 | 10.00 || W-2.____-- 14 | 35. 00 
Colonel... ix a 16 10.00 | W-1. 14 | 30. 00 
Do Bel Sty. ee 18 | 35.0 || E-7_. 12 | 30. 00 
Lieutenant colonel. -__...._..- | 14 | 45.00 || E-6_. 8 | 22. 50 
pS ESTES SESE Pee | 12 | 1 2 4 Seer ee 6 | 20. 00 
|” CORSA Se | 10 | , 2 Lik eee ee era 4 17. 50 
4 | re | 6 on et ST aan 2 15. 00 
Oe SS aaa | 3 be 2 eRe 2 22. 50 
Ww _ 2 RD LL ARR 2 25. 00 
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NEED FOR FLYING PAY 


Flying pay essentially applies to the officer category as approxi- 
mately 110,000 of those qualifying for such pay are officers, while only 
43,000 warrant officers and enlisted men are so qualified. Considering 
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that the armed services will lose, by voluntary separation, 4,500 pilots 
in fiscal year 1956, principally in the first lieutenant, captain, and 
major grades, and with a minimal training cost of a jet pilot at over 
$120,000, it is apparent that immediate and strong incentives must 
be offered to this group of personnel to continue their service. 

As we become more jet propelled in aircraft the fatality rates rise 
and the present figures show 1 fatality in 5 accidents as against | 
fatality in 13 Sekidanite in 1930. The noncombat fatality rates for 
5 years show that over 9 pilots per thousand are killed. The fatality 
rates for jet aircraft are presently 16 per 100,000 flying hours as against 
8 per 100,000 flying hours in propeller-driven aircraft. The military 
pilot fatality rate is four times that of civilian pilots of comparable 
experience. 

Insurance rates for jet flyers have reflected the danger areas and 
fatality rates. On a survey made of 10 leading insurance companies 
it was revealed that for any age, with under 800 flying hours’ experi- 
ence, 4 companies would give no coverage. One would insure up to 
age 30 for an extra yearly premium of $281 for $10,000 insurance. 
The other companies would insure at rates varying from an extra $180 
to $250 per year per $10,000. After 800 flying hours, or about 3 
years’ flying experience, the rates generally drop to $5.65 to $14.10 
per thousand per year. The insurance companies consider jet flying 
to be the most hazardous of the major occupations. 


NEED FOR SUBMARINE PAY 





Submarine service is, of necessity, purely voluntary. The large 
pool of experienced submariners from World War II has dissipated 
and there are presently too few volunteers of the caliber needed to 
maintain the required strength, and currently, for the first time, the 
quota for training remains unfilled. 

The fatality rate in World War II among the submariners was 
about 237 per thousand as compared to a surface vessel rate of 38 per 
thousand, these rates reflecting the loss of some 52 submarines. 
Since World War II the submarine fatality rates are negligible and 
only very small increases in insurance rates are charged. 

However, the cramped quarters, the poor air, the unknown danger 
level in atomic submarines, the developments that allow longer sub- 
mersion periods and time away from port, all tend to decrease the 
appeal of this life. In addition, modern submarines operate well below 
escape level. 

It is pertinent to note that the injury rate among submarine crews 
is 50 percent higher than those of all other forces afloat. This, in 
itself, is indicative of the results of living in extremely close quarters. 

It is necessary that selection of submariners must reflect the highest 
standards as each crew member must fulfill an assigned function as well 
as be able to operate all equipment on beard which affects the safety 
of the vessel. 

Increase of incentives must operate to offset the lack of appeal in this 
service to increase the available pool for training and to continue the 


trained personnel in their service. The decrease in number of officer 


applicants for submarine school is shown in the following tabulation: 
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Officer ‘ Officer 
Appli- Appli- 
Date vacan- Ratio Date vacan- Ratio 
cants ies cants eas 
January 1948....... 300 60 5/1 |; July 1953........... 225 90 2.6/1 
January 1950....... 225 60 4/1 || January 1954....... 242 100 2.4/1 
July 1951___........ 144 77 3.5/1 |} July 1954. .......... 247 120 2/1 
an 1962....... 207 90 2.3/1 || January 1955.....-- 201 120 1.7/1 
July 1952........... 235 90 2.6/1 || July 1955........... 125 120 1. 04/1 
anuary 1953....... 207 90 2.3/1 





























OTHER INCENTIVE PAY 


The proposed legislation increases all other incentive pay by 10 per- 
cent so that officers will be entitled to $110 per month, and enlisted 
personnel $55 per month for duty involving frequent and regular par- 
ticipation in aerial flights not as a crew member; duty involving fre- 
quent and regular participation in glider flights; duty involving para- 
chute jumping as an essential part of military duty; duty involving 
intimate contact with persons afflicted with leprosy; duty involving 
the demolition of explosives as a primary duty, including training for 
such duty; duty at a submarine escape training tank, when such duty 
involves participation in the training, and duty at the Navy Dee 
Sea Diving School or the Navy Experimental Diving Unit, when led 
duty involves participation in training. The following three new types 
of hazardous duty has been added in the proposed legislation: duty as 
—— chamber inside observer, duty as human acceleration or 
deceleration experimental subject, and duty involving the use of 
helium-oxygen for a breathing mixture in the execution of deep-sea 
diving. 

DERIVATION OF BASIC PAY TABLES 

The basic pay proposal is intended to more nearly approach, at least 
in part, the competitive position of industry with the uniformed serv- 
ices. In addition, the proposed legislation is intended to raise the 
standards of pay to reflect a portion of the 13.1 percent cost-of-living 
increase since 1949. No increase in basic pay is proposed for those 
personnel who are serving in the required minimum compulsory period 
of military service. 

The Hook Commission scale, originally recommended in 1949, was 
used as the starting point in the proposed basic pay structure, which 
has the effect of restoring reasonable differentials between grades of 
officers, warrant officers, and enlisted men. 

The entire scale was then adjusted upward by 4 percent to reflect 
the action of the Congress in 1952, when basic pay was increased by 
that amount. 

A new “years service’ column at “over 3 years’ service’? was 
adopted in the officer pay scale and longevity increases for the Ist 
and 2d lieutenants were added to offer a monetary inducement for 
young officers completing obligated service to become career officers. 

At selected service points in the normal career advancement 
pattern, extra in-grade increases were added to offer a monetary 
inducement for continued career service. The dollar increases in 
basic pay are highest through the normal advancement pattern. 
Outside of these areas the increases level off since individuals would 
not be showing optimum career progress. 
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A deviation from the above pattern is apparent in the warrant 
officers scale which shows a $25 increase in differential between the 
highest enlisted grade and the lowest warrant grade to offset the 
present situation which often results in an actual financial loss for 
master sergeants who aspire to become warrant officers. Likewise, 
the warrant officer scale follows the career pattern established by the 
recently enacted Warrant Officer Act of 1953. 

The design of the whole scale was predicated on the idea that certain 
changes were necessary in order to provide worthwhile long-range 
career goals and to retain the differential structure between pay grades 
so that a service career would offer an initial and continuing appeal 
to the young service member. 


RETIRED PAY 


The Career Compensation Act of 1949 prescribed new standards of 
retirement, particularly those for physical disability. All persons who 
had been previously retired were given the right to elect: (a) To con- 
tinue having their retired pay computed at the former rates, or, 
(b) to qualify under the new standards and have their retired pay 
computed at the revised rates contained in the Career Compensation 
Act. 

In 1952 the House approved a bill that would have provided a 
flat 10-percent basic pay increase for both the active and retired lists. 
This included those who had previously elected “saved pay’ under 
retirement laws in effect prior to enactment of the Career Compensa- 
tion Act. But the compromise bill that was finally enacted provided 
only a 4-percent increase in basic pay and a 14-percent increase in 
allowances. Since allowances are payable only to active duty per- 
sonnel, those on the retired list have thus received only a 4-percent 
increase to date. 

Under this bill, those now or hereafter retired who are entitled to 
have their pay based on the Career Compensation Act will have their 
retired pay computed according to the new rates. The committee 
did not agree, however, with the proposal by the Defense Department 
that those who had previously elected to receive ‘saved pay” under 
former laws be given another election to qualify for and come within 
the provisions of the Career Compensation Act. Instead, the pro- 
posed legislation provides a flat 6-percent increase over present rates 
for those whose retired pay is based on laws other than the Career 
Compensation Act. This will provide all retired personnel with an 
increase, which many of them would not otherwise have received. 

Inasmuch as no increase in basic pay is proposed for officers with 
less than 3 years’ service, or for warrant officers and enlisted personnel 
with less than 2 years’ service, no increase in retired pay for any 
persons now or hereafter retired with less than 3 years of service, if an 
officer, or 2 years of service if an enlisted man, would have resulted. 
Obviously, the only such persons involved are those retired for physi- 
cal disability. While their number is not large, many of them are 
combat casualties. Under the proposed legislation, therefore, any 
such officer, warrant officér, or callated person would receive a 6- 
percent increase in retired pay. 
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DISLOCATION ALLOWANCE 


Both officer and enlisted personnel who are heads of families are 
being subjected to heavy and unjustifiable personal expense in con- 
nection with moving their households on a permanent change of 
station. Under present law they are entitled either to the equivalent 
of railroad tickets for the dependents, or to a later reimbursement on a 
straight mileage basis. 

In either case, the allowance is entirely inadequate to meet the 
unavoidable expenses in connection with uprooting, transporting, and 
reestablishing a normal household. Recent surveys reveal that these 
nonreimbursable expenses to sergeants in the E-6 grade, for example, 
are averaging as high as $200 and in the E-7 grade, $230. In the case 
of an officer in captain’s grade, $260, and in the colonel’s grade, $427. 
Testimony by enlisted personnel who appeared before the committee 
revealed that in many instances these costs were even higher than those 
average figures. 

In a great many cases, these moving expenses have resulted in 
severe monetary hardship to service families. At the present time 
there is no means for even partial reimbursement for such extra costs 
as lease forfeitures, temporary living charges in hotels and boarding- 
houses pending establishment of a normal household, breakage and 
depreciation of household goods in transit, to name but a few. 

While recognizing that a certain amount of normal duty rotation is 
necessary within our military forces, the Committee on Armed 
Services has been deeply concerned over the excessive number and 
frequency of transfers and moves to which service personnel are being 
subjected. The services have quite frankly admitted that there have 
been mistakes on their part that have resulted in some unnecessary 
transfers, and that stringent measures are being taken to prevent 
their repetition. 

It is also recognized that the greatest single cause of this excessive 
personnel movement has been the enormous amount of personnel 
turnover during the 2 fiscal years of 1954 and 1955. During this 
period, over 2 million officers and enlisted personnel will have com- 
pleted their obligated service and elected to return to civilian life. 
Not only have they had to be replaced by new entrants, but in most 
cases it has been necessary to move other qualified men into the key 
jobs they have vacated by their separation. It is of course the 
primary purpose of the proposed legislation to reduce this turnover 
with its resulting waste and instability. 

Thus the proposed legislation provides for a reasonable means of 
partially reimbursing a serviceman for expenses in connection with 
moving his family and household to a new duty station. It would 
simply authorize him to be paid an extra month’s quarters allowance 
if his dependents actually move in connection with official orders 
directing a permanent change of station. This payment should be 
made so as to be available at the time the member executes his change 
of station. 

The committee considers it imperative that each of the services 
continue taking vigorous measures to eliminate all unnecessary and 
excessive transfer of personnel. The proposed legislation prescribes 
certain limitations on the payment of this new, but urgently needed, 
dislocation allowance. With certain necessary exceptions, it should 
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have the effect of preventing personnel with dependents from being 
ordered to new permanent stations more frequently than once a year. 


CADET AND MIDSHIPMAN PAY 


The proposed legislation would provide a much needed increase in 
the pay of cadets at the United States Military Academy, midshipmen 
at the United States Naval Academy, cadets at the United States 
Air Force Academy, and cadets at the United States Coast Guard 
Academy. It is proposed that such pay be fixed at 50 percent of 
the basic pay of a second lieutenant with under 2 cumulative years 
of service. This would raise the present pay of $81.12 per month 
to $111.15 per month, a gross increase of $30.03 per month. Under 
present pay and conditions estimated required expenditures at the 
Academies, which include uniforms, books, a Bs services, income 
tax withheld, stationery, toilet articles, etc., a a 4-vear deficit of 
$302.68. The proposed increase would leave each cadet and mid- 
shipman an average sum of $845.53 at the end of 4 years with which 
to purchase service uniforms and equipment, pay travel expenses and 
living expenses until receipt of their first active-duty pay. A review 
of past legislation indicates that it has been the intent of Congress to 
provide cadets and midshipmen with sufficient pay to accomplish the 
ends sought in the proposed legislation. 


DOUBLE-TIME CREDIT FOR FOREIGN DUTY 


Under the proposed legislation, section 202 (d) of the Career Com- 
pensation Act will be amended so as to provide for a small group of 
officers who served beyond the continental limits of the United States 
between 1898 to 1912, who were authorized to compute their retired 
pay on a double-time basis which they earned as enlisted men. These 
men served as officers in World War T and are now entitled to retired 
pay in the highest grade served. The Career Compensation Act of 
1949 permitted the double time thus earned to be computed in deter- 
mining retired enlisted pay, but the Comptroller General ruled that 
such double-time credit could not be used in computing retired pay as 
an officer. Accordingly, the amendment provides that those persons 
affected will be permitted hereafter to count such service in the 
computation of their retired pay, as officers 


INCREASE IN PER DIEM 


The proposed legislation would amend section 303 (a) of the Career 
Compensation Act so as to increase the present per diem allowance 
from $9 to $12. Per diem allowances are authorized for military 
personnel when traveling on official business away from their regular 
post of duty to cover the cost of food and lodging and certain incidental 
expenses. 

Similar authorizations exist for civilian personnel of the Gov- 
ernment. 

Prior to 1949 the authorized per diem rate was $7 for military 
personnel and $6 for civilians. It was increased in 1949 for both 
military and civilian personnel to $9 to reflect the increased cost of 
hotel and food. accommodations. 
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Since 1949 these costs have continued to rise. Each of the various 
surveys conducted have indicated that a reasonable estimate of daily 
costs have been in excess of $12 for some time. 

Last year the Congress approved passage of S. 3200 that included 
raising the per diem allowance for civilian employees to $12. While 
that bill was vetoed for other reasons a similar measure will un- 
doubtedly be considered by this Congress which would increase to 
$12 the per diem rate for civilian employees. 

The proposed legislation would thus entitle military personnel to a 
$12 per diem rate. It will alleviate the conditions existing today 
where military personnel are required to use their own personal funds 

n order to meet these official travel costs. 


FLYING CADET PAY 


The proposed legislation recommends that the basic pay of flying 
cadets be set at 50 percent of the basic pay of a second lieutenant 
with less than 2 cumulative years of service. This results in a change 
of pay from $109.20 per month to $111.15 per month. However, in 
addition, it is proposed that this group receive 50 percent of the in- 
centive pay for the performance of hazardous duty now paid to a 
second lieutenant with less than 2 cumulative years of service, or 
$50 per month. It is contemplated that the regulations issued pur- 
suant to this proposed legislation will restrict the receipt of such pay 
to periods when the cadet is actually engaged in flying. This proposal 
is a change from the Career Compensation Act which precluded the 
payment of such incentive pay. The original Hook proposals in this 
area based the pay of a flying cadet on the pay of a recruit and it is 
here proposed that the basis be that of the officer grade which they 
are to enter after qualifying in flying. Under the Career Compensa- 
tion Act most grades of enlisted personnel who enter flying trainin 
receive more pay during training than do the cadets. The overal 
result has been that the flying-cadet programs of all the services have 
suffered, so much, in fact, that the Air Force in 1952 was forced to 
reduce its educational standards to below college level in order to 
fill the quotas. The Navy, in maintaining the standards required of 
its flying cadets, has not been able to fill its quotas. The area of 
selectivity has decreased, and this again results in the lowering of 
standards. Since 1953 the naval aviation cadet program has shown 
a steady decline in popularity, dropping from a procurement rate of 
94.4 percent in December of 1953 to 36.8 percent in January of 1955. 

From the above information, it is evident that further incentives 
are needed to attract young civilians into this program to maintain the 
standards required for these embryo officers and to supply a constant 
source of young pilots in all aviation programs. 


SUMMARY 


In summary, the proposed legislation provides increases in pay for 
all enlisted personnel with over 2 years of service, for all warrant 
officers with over 2 years of service, and for all officers with over 
3 years of service, in an amount not less than 6 percent of basic pay. 

The largest percentage increase for officers is in the grades of 
first lieutenant and second lieutenant—22.33 percent and 25 percent 
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respectively with over 3 years’ service. The smallest percentage in- 
crease for officers is in the grade of major general with less than 26 years 
of service with an increase of 6.07 percent. The largest dollar increase 
for officers in the basic pay tables is for the brigadier general who 
completes more than 30 years of service where the increase amounts 
to $107.64 per month. On the other hand, first lieutenants with over 
3 years of service will receive a $61.22 per month increase, while 
captains with over 6 years of iting will receive a $49.92 increase per 
month. 

In the enlisted grades, the largest percentage increase is for the 
E-4 (corporal in the Army, sergeant in the Marine Corps) with over 
8 years of service who receives a 17.35-percent increase amounting to 
$26.52 per month. The largest dollar increase for enlisted personnel 
is in the grade of master sergeant with over 26 years of service who 
receives an increase of $29.64 per month. 

The pay scale is based upon a formula, taking into consideration the 
recommendations of the Hook Commission, the 4-percent increase in 
pay enacted by Congress in 1952, and increased increments in pay 
periods following a normal career pattern. Under present law, an 
increment increase in pay is the increase authorized within the same 
grade for additional years of service. In the enlisted grades, these 
increments increase every 2 years, until reaching a maximum career 
point, or until 18 years of service. Thereafter, increments are 
doubled but only upon the completion of 4 years of service. The 
officer pay scale is constructed along similar lines. In the case of 
enlisted personnel, the increment amounts to $7.80 per month; in the 
case of officers the increase amounts to appronimately $15 per month. 
The proposed pay scales are constructed along similar lines, but in 
some cases increments have been increased. For example, there are 
double increments in pay for the E-3 who remains in service over 3 
years and completes more than 4 years of service. There is likewise 
a double increment in pay for the E-4 who moves from over 3 years 
of service to over 4 years of service. There is a double increment for 
the E-5 who moves from over 3 years to over 4 years of service. 
There is a 1% pay increment for the E-6 who moves from over 8 to 
over 10 years of service and a double increment in pay for the master 
sergeans’ who moves from over 16 to over 18 years of service. On 
the other hand, the E-6 who moves from over 4 to over 6 years of 
service receives 2% increments at this critical point in the career 
pattern. 

Among the officers, second lieutenants with over 3 years of service 
receive a double increment in pay and first lieutenants with over 3 
years of service likewise receive a double increment in pay. 

Captains with over 4 years of service get a double increment in pay 
as do captains with over 6 years of service; majors with over 8 years 
‘of service receive a double increment in pay, as do majors with over 
10 years of service. 

Lieutenant colonels receive a double increment in pay with over 
12 years of service, and likewise with over 14 years of service. Colonels 
with over 16 years of service receive a double increment in pay, as 
do colonels with over 18 years of service. Brigadier generals with 
over 26 years of service receive a double increment in pay, as do 
brigadier generals with over 30 years of service. Major generals with 
over 30 years of service receive a double increment in pay. 
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The pay increase for senior officers is obviously not necessary in 
order to keep these officers on active duty. They have already 
acquired a considerable equity in retirement and obviously, except in 
rare cases, could not surrender this equity. But the Committee on 
Armed Services has been impressed with the arguments presented 
from many sources that young officers on active duty today are 
refusing to enter the armed services as a career because of the lack of 
incentive now present in the pay scales for senior officers. 

The Department of Defense originally recommended a further in- 
crease in pay for major generals upon the completion of more than 35 
years of service. The committee rejected this proposal. 

The proposed legislation provides substantial increases in incentive 
pay for those engaged in flying and submarine duty. 

“he increases amount to $15 monthly for major generals and $10 
for brigadier generals, $10 per month for colonels with over 16 years 
of service, and $35 for colonels with over 18 years of service; $45 a 
month for lieutenant colonels with over 14 years of service, $65 a 
month for majors with over 12 years of service, $60 a montli for cap- 
tains with over 6 years of service, $40 a month for first lieutenants 
with over 3 years of service, and $35 a month for second lieutenants 
with over 3 years of service. 

In the enlisted grades, flying and submarine pay is increased by 
$30 per month for master sergeants, $32.50 for technical sergeants, 
$30 for staff sergeants, $27.50 for sergeants, $15 for corporals, $22.50 
for private, first class, and $25 a month for privates. The increases 
have been related to basic pay and are constructed on years of service 
and grade. Again, the increases are more substantial in the critical 
career areas. 

The proposed legislation, in addition to increasing flight pay and 
submarine pay, also increases all other incentive pays by 10 percent. 

Retired personnel drawing retirement pay under the Career Com- 
pensation Act will be entitled to have their retired pay computed on 
the pay scales of the Career Compensation Act as amended by the 
proposed legislation. In view of the fact that certain officers, war- 
rant officers, and enlisted personnei have retired for disability before 
completing 3 years of service as an officer, or 2 years of service as a 
warrant officer or enlisted man and would not otherwise receive an 
increase under the proposed legislation, a specific provision provides 
that these individuals will be entitled to retirement pay based upon 
the basic pay to which they are now entitled, plus a 6-percent increase. 

Retired personnel entitled to retirement pay under laws other than 
the Career Compensation Act receive a flat 6-percent increase in 
their present retired pay. ; 

The proposed legislation provides for a dislocation allowance for 
members of the armed services who are entitled to move with their 
dependents at Government expense. In view of the fact that the 
present reimbursement system is completely inadequate for members 
of the armed services who move with dependents, the committee has 
adopted a recommendation of the Department of Defense that such 
members be entitled to a dislocation allowance in the amount of 1 
month’s quarters allowance if they undergo a permanent change of 
station. However, this allowance will only be payable for one per- 
manent change of station in each fiscal year except for individuals 
who are assigned to service schools. If an additional permanent 
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change of station is required during any fiscal year other than to a 
service school, the allowance may not be paid except upon a finding 
of the Secretary concerned that the “exigencies of the service require 
more than one such change of station during any fiscal year.” The 
limitation with regard to only one payment during any fiscal year 
will not be applicable in time of war or national emergency hereafter 
declared since during these periods it can be expected that there will 
be large numbers of permanent changes of station depending upon the 
particular type of military operation involved. 

The proposed legislation also increases per diem from $9 to $12 in 
the case of those individuals who are entitled to such per diem allow- 
ances upon being away from a permanent duty station. This action 
is taken in anticipation of a similar proposal which may be considered 
by the Congress during this session for civilian employees of the Fed- 
eral Government. 

There is likewise a substantial increase in the proposed legislation 
for aviation cadets. Under present law, aviation cadets are prohibited 
from receiving flight pay sinit are limited to a monthly pay of $109.20. 
The committee adopted the recommendation of the Department of 
Defense that aviation cadets be entitled to 50 percent of the pay of a 
second lieutenant with under 2 years of service ($111.15 per month) 
and flight pay of $50 per month, when actually engaged in flying duty. 
The pay of aviation cadets engaged in flying would thus be increased 
to $161.15 per month. 

The proposed legislation also increases the pay of midshipmen at 
the Naval Academy, cadets at the Military Academy, Air Force 
Academy, and Coast Guard Academy. Under present law, these 
individuals receive $81.12 per month. Under the proposed legislation 
their pay will be increased to $111.15 per month. 

The proposed legislation would involve an annual expenditure for 
members of the armed services for fiscal 1956 of $734,045,571. In 
addition, the increase with respect to the Coast Guard, the Coast and 
Geodetic Survey, and the Public Health Service for fiscal 1956 will be 


$11,797,444. Thus the total cost of the bill for fiscal 1956 will be 
TAR 245 015. 
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ESTIMATED COST OF PROPOSED CAREER INCENTIVE ACT FOR LAST 3 MONTHS 
OF FISCAL YEAR 1955 

Service: Amount 

y $61, 870, 000 


ry 52, 024, 000 
vid as Ce OS ea RE Ce Pn Ie OMe a ae OPN ete RE AOE LR . 703, 000 


TD RACERS Seca RR AE SSR Le is ae IY ES RR EE I RO SRE 7, 926, 000 


RRR OE De eae Ge ae ie A Ba ee wee ee na art PRE Me oer Se Is 182, 523, 000 
Coast Guard. Cast and Geodetic Survey, and Public Health Service 3, 000, 000 


EE ccpsccnndahinekapbandnassienstcnsdapuennnsnhtarisavinhunsniineeiatetheidesnminins 185, 523, 000 
WITNESSES 


The Committee on Armed Services received testimony in support 
of the proposed legislation from the following persons: 

Hon. Charles E. Wilson, Secretary of Defense 

Adm. Arthur W. Radford, Chairman, Joint Chiefs of Staff 

Mr. Charles Hook, former Chairman of the Hook Commission 
and at present, president of Aramco Steel Co. 

Mr. Jack Hoen, formerly with the Hook Commission 

Hon. Charles Thomas, Secretary of the Navy 

Adm. Robert Carney, Chief of Naval Operations 

Gen. Lemuel Shepherd, Commandant of the Marine Corps 

Hon. Hugh M. Milton IT, Assistant Secretary of the Army 

Gen. C. L. Bolte, Vice Chief of Staff, Army 

Hon. Harold E. Talbott, Secretary of the Air Force 

Gen. Thomas D. White, Vice Chief of Staff, Air Force 

Hon. Carter Burgess, Assistant Secretary of Defense for Man- 

ower 

Vice Adm. J. L. Holloway, Chief of Naval Personnel 

Maj. Gen. Morris J. Lee, Director of Personnel Planning, Depart- 
ment of the Air Force 

Maj. Gen. R. N. Young, Assistant Chief of Staff, G-1 

Brig. Gen. Nels Nelson, G-1, United States Marine Corps 

Rear Adm. W. W. Kenner, Chief, Office of Personnel, United 
States Coast Guard 

Mr. Robert Johnston, United States Public Health Service 

Capt. I. E. Rittenberg, United States Coast and Geodetic Survey 

Capt. David I. Martineau, USN, Department of the Navy 

Comdr. F. B. Voris, Bureau of Medicine and Surgery, Depart- 
ment of the Navy 

Comdr. M. des Granges, Experimental Diving Unit and Deep 
Sea Diving School, Department of the Navy 

Col. Frank P. Corbin, Jr., United States Air Force 

Rear Adm. Elton W. Grenfell, United States Navy 

Capt. Franz Willenbucher, executive vice president, Retired 
Officers Association | 

Mr. M. S. Stevenson, national commander, Disabled Officers 
Association 

Mr. Justin Chambers, Reserve Officers Association 

Mr. Charles Lofgren, Fleet Reserve Association 

Mr. Bernard Weitzer, Jewish War Veterans 

Capt. Thomas J. Jackson, USN (behalf of J. H. Hoeppel, 
Arcadia, Calif.) 

Mr. Clarence N. Sayen, president, Air Line Pilots Association 

M. Sgt. William O. Wool ridge, first sergeant, Infantry Company, 
Fort McNair, Washington, D. C. 
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Mrs. Lydia A. Bell, wife of Sfe. Lewis S. Bell, Fort MeNair, 
Washington, D. C. 

FT1 Gilbert F. Thompson, USN, Naval Receiving Siation, 
Philadelphia, Pa. 

Mrs. Joyce Arlene Brockman, wife of Edward B. Brockman, 
PN1, USN, on duty in Washington, D.C. 

M. Set. Ben M. Bullard, USAF, Andrews Air Force Base, Wash- 
ington, D.C. 

Mrs. Faith Roberta Stoughton, wife of M. Sgt. Cecil W. Stough- 
ton, USAF, on duty at "Pentagon, Washington, D. C. 

M. Set. Stanley G. Jacquot, USMC, W ashington, D.C. 

Lt. Col. Alexander Sulloway, Chief, Airmen’s Division, Langley 
Air Force Base, Va. 


SECTIONAL ANALYSIS 


Section 1 is the short title of the bill. 

Section 2 amends the Career Compensation Act of 1949 (837 U.S.C. 
231 et seq.) in the following respects: 

(1) In clause (1), section 201 (a) is amended by striking out the 
present pay tables contained therein and inserting a new table pro- 
viding increased pay for commissioned officers with more than 3 
cumulative years of service and warrant officers and enlisted members 
with more than 2 cumulative years of service. 

(2) In clauses (2) and (3), section 201 (c), which was repealed by 
section 20 (n) of the Warrant Officer Act of 1954 (68 Stat. 167), is 
replaced by the present subsection 201 (d) which is redesignated as (ce), 
and the present subsection 201 (e) is redesignated as (d). A new 
subsection is added dealing with the pay of aviation cadets in order to 
bring provisions dealing with their pay together in section 201 with the 
pay of other members of the uniformed services. The pay of aviation 
cadets is raised from $109.20 per month (including flight pay) to the 
rate of 50 percent of the basic pay of a commissioned officer in pay 
grade O-1 with less than 2 cumulative years of service which amounts 
to $161.15 (including flight pay). The pay of aviation cadets was 
formerly covered by section 4 of the Army Aviation Cadet Act and 
section 4 of the Naval Aviation Cadet Act of 1942 

(3) In clause (4), three new clauses numbered (10), (11), and (12) 
are added to section 204 (a) to provide hazardous duty incentive pay 
for duty as a low-pressure chamber inside observer, duty as a human 
acceleration or deceleration subject, and duty involving the use of 
helium-oxygen for a breathing mixture in the execution of deep-sea 
diving, respectively. 

(4) In clause (5), section 204 (b) is amended to provide a new table 
of hazardous duty incentive pay authorized under subsection (a) (1) 
and (2). The new rates increase the amounts of incentive pay for 
hazardous duty on a selective basis to provide more adequate incen- 
tives to continue a career in hazardous duties. This method permits 
payments of incentive pay for hazardous duty more nearly commen- 
surate with experience and responsibility. 

(5) In clause (6), section 204 (c) is amended to increase the rate 
of hazardous-duty incentive pay prescribed therein to $110 and $55 
respectively. 
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(6) In clause (7), section 204 (e), prohibiting the payment of in- 
centive pay to aviation cadets, is repealed, and subsection (f) is 
redesignated as subsection (e). 

(7) In clause (8), section 205 (a) is amended to increase the monthly 
minimum and maximum rates of special pay—diving duty prescribed 
in that subsection to $5.50 and $33, respectively. 

(8) In clause (9), section 205 (b) is amended to increase the hourly 
special pay—diving duty thereunder to $5.50 per hour. 

(9) In clause (10), section 205 (c) is amended to provide that the 
receipt of incentive pay under section 204 will not prevent the member 
from being entitled to $5.50 for each hour or fraction thereof, in 
addition to basic pay, as authorized by section 205 (b). 

(10) In clause (11), the last sentence of section 303 (a) is amended 
to increase the per diem allowance from $9 per day to $12 per day. 

(11) In clause (12), a new sentence is inserted after the first sentence 
of section 303 (c) to provide a dislocation allowance, under such reg- 
ulations as may be approved by the Secretary concerned, in an amount 
equal to 1 month’s basic allowance for quarters for the member con- 
cerned, whenever a member makes a permanent change of station 
under orders and his dependents make a move in connection with 
that change of station. The allowance may not be paid more than 
once each fiscal year with exceptions as stated. Home to first duty 
station and last duty station to home are excluded as permanent 
change of station for this allowance. 

(12) In clause (13) the pay of cadets at the United States Military 
Academy, midshipmen at the United States Naval Academy, cadets 
at the United States Air Force Academy, and cadets at the Coast 
Guard Academy is tied in with the pay of other members of the uni- 
formed services. The pay is raised from $81.12 per month to the 
rate of 50 percent of the basic pay of a commissioned officer of grade 
O-1 with less than two cumulative years of service which amounts 
to $111.15 per month. 

(13) In clause (14) a certain group of officers who served as enlisted 
men beyond the continental limits of the United States between 1898 
and 1912 are hereafter entitled to count such time as double time in 
the computation of their retired pay. 

Sections 3 and 4 amend the Naval Aviation Cadet Act of 1942 and 
the Army Aviation Cadet Act, respectively, to delete the present 
language dealing with the pay of aviation cadets, which will hereafter 
be covered by section 201 of the Career Compensation Act of 1949. 
Aviation cadets are considered to be enlisted members and therefore 
are entitled to the same travel and other necessary expenses as other 
enlisted members. 

Section 5 carries the proposed pay scale to those heretofore or 
hereafter retired under the provisions of the Career Compensation Act 
of 1949 for the computation of their retired pay and increases by 6 
percent the retired pay of those retired for physical disability under 
that act and not given an increase by the substituted pay scale. 

Section 6 provides a 6-percent raise in the pay of those retired under 
laws in effect prior to October 1, 1949. 

Section 7 prescribes the effective date of this act. 

Section 8 is a savings clause to protect active or retired personnel 
from suffering a decrease in basic or retired pay as a result of enact- 
ment of this legislation. 
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The President of the United States recommends enactment of the 


proposed legislation as indicated in his message to the Congress dated 
January 13, 1955. 


The Committee on Armed Services strongly recommends enactment 
of the proposed legislation. 


The Department of Defense urges adoption of the proposed legisla- 
tion as indicated by the following attached letter. 


OFFICE OF THE AssISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PuBLIc AFFAIRS, 


Washington 26, D. C., January 15, 1955. 
Hon. Sam Raypurn, 


Speaker of the House of Representatives. 


Dean Mr. Speaker: There is forwarded herewith a draft of legislation to 
provide incentives for members of the uniformed services by increasing certain 
pays and allowances. 

This proposal is a part of the Department of Defense legislative program for 
1955, and the Bureau of the Budget advises that the proposal is in accord with the 
program of the President. The Office of the Secretary of Defense has assumed 


action responsibility for this legislation. It is recommended that this proposal 
be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


This legislation implements the President’s recommendations concerning mili- 
tary career incentives contained in the recent state of the Union address and in his 
special message to the Congress on January 13, 1955. 

This proposal is designed to restore the military pay structure to approximately 
the same relative position in the economy which it held immediately following the 
enactment of the Career Compensation Act of 1949. With regard to basic pay the 
bill would provide selective increases for personnel who elect to make a career in 
the uniformed services. 

On September 1, 1954, a special committee was established within the Depart- 
ment of Defense to study the military pay and allowance structure and to recom- 
mend substantive legislation designed to modernize that structure. The committee 
observed that there has been a sharp decrease in the number of reenlistments in 
the Armed Forces, for example, in 1949 the Army had a reenlistment rate of 41.2 
percent but in 1954 that rate dropped to 11.6 percent. 

At the present low reenlistment rates it will be necessary to replace 800,000 
of the 1 million enlisted men who will become eligible for release from the military 
services during the coming year. The loss of such large numbers of trained men 
results in the dissipation of a considerable financial investment which the Govern- 
ment has made in the training of such individuals, both basic and specialized 
training; and necessitates the reinvestment of time and money in new personnel, 
in order to bring those individuals to the same level of efficiency possessed by 
trained military members. If the pattern continues at the current composite 
reenlistment rate of 20 percent, the burden of constantly reinvesting training 
costs for 80 percent of the personnel will not only result in greatly increased 
costs to the Armed Forces, but will also cause an unhealthy dilution of the trained 
military force. 

The situation is equally acute with regard to young officers whose training in 
their initial years of service involves a substantial expenditure. For example, 
in the Navy approximatelv 4,000 young officers terminated their obligated military 
service in calendar year 1954. Out of that number only 200 elected to remain in 
the active service. Additionally of this 200, 141 requested extensions of their 
active duty for only 6 months. Forty-six requested, and received, active-duty 
agreements varying from 1 to 5 years and 13 expressed an interest in transferring 
to the Regular Navy. Experience in the other services is generally the same as 
that of the Navy. As a result, there is an alarming shortage of officers in the 
4- to 10-year experience category. Failure to attract more officers who will 
serve on & career basis will cause a deterioration in leadership and skill which 
will endanger our future security. 

Field studies of the problem of high military personnel turnover reveal that 
there are two major factors dissuading personnel who might otherwise reenlist. 
These are the level of compensation in relation to private industry; and the 
instability of military life. The rise of wien supplementary pay and 
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retirement practices and employees’ benefits now being granted in private 
industry has neutralized any advantage the military services had only a few 
years ago in procurement and retention of career personnel. 

Additionally, this legislative proposal would provide for selective increa es in 
incentive-hazardous duty pay for air and submarine crews and would also increase 
the hazardous-duty pay for demolition work, ; arachute duty, deep-sea diving, and 
certain other specialties. 

The Department of Defense is convinced that the military services must offer 
adequate special pay in order to attract men who are willing to undertake certain 
unusually hazardous duties involving risks of death or disability in the execution 
of military functions. It is believed that this legislation will provide a mor: 
adequate incentive for men to engage in such hazardous duties than is now 
provided under current law. 

The per diem allowances for temporary travel duty would be raised from $9, 
but not to exceed $12, per day and a dislocation allowance would be provided 
military personnel with dependents who are ordered to a new permanent duty 
station. The proposed dislocation allowance is based on the principle that. persons 
who must move to new stations of duty on the orders of their employer should be 
assisted in absorbing the additional costs of such dislocation. The practice of 
providing an additional monetary allowance for this purpose is widely used in 
private industry as well as in the Armed Forces of many other countries. Surveys 
conducted by the military services reveal that moving costs to the servicemen 
generally vary in amounts relating to grade and that such costs exceed the amount 
of the monthly quarters allowance. 


COST AND BUDGET DATA 


In the event this legislation is enacted it is estimated that the following in- 
creased costs will result for the Department of Defense for fiscal year 1956: 


in million: 


While such increased costs were not included within the proposed pe Seta 
budget for fiscal year 1956, funds for this and certain other items will be shown in 
the budget as proposed for later transmission, contingent upon authorizing legis- 
lation. 


Sincerely yours, 
Ricuarp A. BuppEKe, 
Director, Legislative Programs. 
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In compliance with paragraph 3 of rule XIII of the Rules of the 
the text of the provisions of existing law which would be amended by 


EXISTING LAW 


Career Compensation Act of 1949 (63 Stat. 804), as amended: 
Sec. 201 (a). For the purpose of computing the basic pay of members of the 
uniformed services, pay grades are peenesibes and monthly basic pay for such 
members is established within each pay grade according to cumulative years of 
service, as follows 
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Pay grade Under 2 Over 2 Over 4 Over 6 | Over 8 Over 10 Over 12 

gy ee aE $963. 30 $963. 30 $963. 30 $963. 30 $963, 30 $963. 30 $963. 30 

Diccucesmstsenie 800, 28 800. 28 800. 28 800. 28 800. 28 800. 28 800. 28 
np SEERA IST 592. 80 592. 80 592. 80 592. 80 592. 80 592. 80 592. 80 
te Oe rane ae Ty ry 474.24 474.24 474. 24 474.24 474. 24 474.24 489. 06 
gg EE Se 400. 14 400. 14 400.14 400, 14 414. 96 429. 78 444. 60 
ERS 326). 04 326. 04 340. 86 355. 68 370. 50 385. 32 400. 14 
ge ee 259. 36 274.18 289. 00 303, 82 318. 64 333. 46 348. 28 
se Sa ee ee 222. 30 237. 12 251. 94 266. 76 281. 58 296. 40 311. 22 



























Over 14 Over 16 Over 18 Over 26 Over 30 


























eceewcwcennceceseccencecess 33. $963. 30 . $963. 30 $963. 30 $992. 94 
OF ctnnmecenaatnantinaneasne= 800. 28 800. 28 800. 28 800. 28 829. 92 859. 56 
[DE inisvintnnvinedakhacpenen 592. 80 607. 62 37. 26 666. 90 696. 54 726. 18 
COs ciincnncaitnnenseeoiengaen 503. 88 518. 70 548. 34 577. 98 607. 62 607.62 
6 2 iccniacconsinentawaalens 459. 42 474. 24 503, 88 518. 70 533. 52 533. 52 
E ipavideindatiionteheeeaiens 414. 96 429. 78 444. 60 459. 42 459. 42 459. 42 
OFF cncimineanonandenen 363. 10 363. 10 363. 10 363. 10 363. 10 363. 10 





cece alstneiaincianeiamccaistin desl 326. 326. 04 





326. 04 326. 04 

































WARRANT OFFICERS 















Pay grade Under 2 Over 2 Over 4 Over 6 | Over8 | Over 10 Over 12 
ge ee eS $332. 90 $332. 90 $332. 90 $348. 04 $363. 17 $378. 30 $393. 43 
a 302. 64 302. 64 302. 64 310. 21 317.77 325. 34 332. 90 
ae 264. 82 24. 82 264. 82 264. 82 272. 38 279. 95 287. 51 
WOME scsieehendt bina ontl 219. 42 219. 42 219, 42 226. 98 234. 55 242, 11 249. 68 


























Pay grade Over 14 Over 16 Over 18 Over 22 | Over 26 | Over 30 
Ly ER See $408. 56 $423. 70 $438. 83 $453. 96 $469. 09 $484. 22 
 . SRN Sea 340. 48 348. 04 363. 17 378. 30 393. 43 408. 56 
Lg RR er Eee 295. 08 302. 64 317.77 332. 90 348. 04 363. 17 


cnn ttn icsitciocenesiynelontias oases 257. 24 264, 82 279. 95 295. 08 





310, 21 310, 21 
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House of Representatives there is printed below in parallel columns 
various provisions of the bill. 


THE BILL 


Src. 2. The Career Compensation Act of 1949 (63 Stat. 804), as amended, is 
further amended as follows: 
(1) Section 201 (a) is amended by striking out the tables therein and inserting 
the following in lieu thereof: 


COMMISSIONED OFFICERS 





































































































Years of service 
Pay grade 
Under 2 Over 2 Over 3 Over 4 | Over 6 Over 8 Over 10 
oe nanadees $963. 30 $943.30 | $1,021.80] $1,021.80 | $1,021.80 | $1,021.80 | $1,021. 80 
OEE dasdnbuttes 800. 28 800. 28 850. 20 850. 20 850. 20 850. 20 850. 20 
8 Lee yee 592. 80 592. 80 631. 80 631. 80 631. 80 631. 80 631. 80 
CS a ownoubidiel: 474. 24 474.24 507. 00 507. 00 507. 00 507. 00 7. 00 
OG hs co anbadenined 400. 14 400. 14 429. 00 429. 00 429. 00 452. 40 483. 60 
SS eee 326. 04 326. 04 351. 00 374. 40 405. 60 421. 20 436. 80 
PEE 259. 36 274.18 335. 40 335. 40 351. 00 366. 60 | 382. 20 
al conbhenteinde 222. 30 237. 12 | 296. 40 | 296. 40 | 312. 00 327. 60 343. 20 
Years of service 
Pay grade 
Over 12 | Over 14 | Over 16 | Over 18 Over 22 Over 26 Over 30 
i | } 
Re So ciimaaucinn $1, 021. 80 | $1, 021. 80 $1,021. 80 $1,021. 80 $1, 021. 80 $1,021.80 | $1,076. 40 
PO askin tididadiaas &50. 20 | 850. 20 850. 20 850. 20 850. 20 904. 80 | 967. 20 
J eae 631. 80 | 631. 80 | 655. 20 717. 60 748. 80 780. 00 | 811. 20 
RE 530. 40 561. 60 | 577. 20 608. 40 639. 60 670. SO 670. 80 
AO GT a 499. 20 514. 80 530. 40 | 561. 60 577. 20 592. 80 592. 80 
> Va 452. 40 468. 00 | 483. 60 | 499. 20 514. 80 514. 80 514. 80 
) eee 397. 80 | 413.40 | 413. 40 | 413. 40 413. 40 413. 40 413. 40 
iP Odnansonanecnne 358. 80 374. 40 | 374. 40 374. 40 374. 40 74. 40 374. 40 
WARRANT OFFICERS 
Years of service 
Pay grade 
Under 2 Over 2 Over 3 Over 4 Over 6 Over 8 Over 10 
Se $332. 90 $354. 90 $354. 90 $354. 90 $370. 50 $386. 10 $401. 70 
We incksncues 302. 64 323. 70 $23. 70 323. 70 331. 50 339. 30 347. 10 
ce 264. 82 280. 80 280. 80 280, 80 288. 60 304. 20 319. 80 
, Pen ea 219. 42 251. 20 251, 20 251, 20 266. 80 286. 30 294. 10 
| Years o! service 
Pay grade 
| Over 12 | Over 14 | Over 16 | Over i8 | Over 22 Over 26 Over 30 
fan | $421. 20 $452, 40 $468. 00 $483. 60 | $499. 20 $514. SO 530. 40 
See? 358. 80 374. 40 382. 20 405. 60 428. 00 443. 60 459. 20 
, 2 aes 335. 40 350. 00 357. 80 373. 40 389. 00 404. 60 420. 20 
ee 305. 80 313. 60 321. 40 337. 00 352. 60 368. 20 368. 20 
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Over 2 Over 4 Over 6 








Over 10 Over 12 





pai maenegpenne sits $206. 39 $214. 03 . . $236. 96 $244. 61 
} ay Ree eI 175. 81 175. 81 183. 46 191. 10 198. 74 206. 39 214. 03 
ig, EIN 2 145, 24 152. 88 160. 52 168, 17 175. 81 183. 46 191. 10 
DR ienaecitinigies 122. 30 129. 95 137. 59 145, 24 152. 88 160. 52 168, 17 
'_ 4, SaaS 99. 37 107. 02 114. 66 122. 30 129. 95 137. 59 145. 24 


PeOR Ws ! 93. 60 101. 40 } 117. 00 124. 80 


months) .....__. * ‘ . ‘ 98, 80 
E-1 (under 4 
months) ......- 0D 12. nt sebsadalabeeectoccs 

















Pay grade Over 16 Over 18 Over 22 Over 26 Over 30 











Liinbipcnadnonamiussassaemwee $252. 25 $259. 90 $275. 18 $305. 76 
. 221. 68 229, 32 244. 61 259. 90 259. 90 259, 90 


198. 74 206, 39 221. 68 236. 96 236. 96 236. 96 
175, 81 183. 46 198. 74 198, 74 198. 74 198. 74 
152, 88 152. 88 152, 88 152. 88 152. 88 152. 88 
124. 80 124. 80 124. 80 124. 80 124, 80 124. 80 





98. 80 98. 80 98. 80 98. 80 


























Sec. 201 (d). For basic pay purposes, enlisted persons shall be distributed by 
the Secretary concerned in the various pay grades prescribed for enlisted persons 
in subsection (a) of this section. 

Sec. 201 (e). All members of the uniformed services when on the active list 
when on active duty, or when participating in full-time training, training duty with 
pay or other full-time duty (provided for or authorized in the National Defense 
Act, as amended, or in the Naval Reserve Act of 1938, as amended, or in other pro- 
visions of law, including participation in exercises or performance of the duties 
provided for by sections 5, 81, 94, 97, and 99 of the National Defense Act, as 
amended), and in addition thereto, all members of the National Guard and the 
Air National Guard when they are entitled by law to receive from the Federal 
Government the same pay as that authorized for members of the Regular com- 

onents of the uniformed services of corresponding grade or rank, shall be entitled 

o receive the basic pay of the pay grade to which assigned, or in which distributed, 
pursuant to subsection (b), (c), or (d) of this section, in accordance with cumula- 
tive years of service: Provided, That in accordance with regulations prescribed 
by the President, in the case of members of the uniformed services called or ordered 
to extended active duty in excess of thirty days, active duty shall include the 
time required to perform travel from home to first duty station and from last duty 
station to home by the mode of transportation authorized in orders for such 
members: Provided further, That any full-time training, training duty with pay, 
or other full-time duty performed by members of the National Guard of the 
United States or the Air National Guard of the United States, pursuant to this 
section, while in their status as members of the National Guard or the Air National 
Guard of the several States, Territories, and the District of Columbia and which 
entitles them to receive basic pay, shall be deemed to be active duty in the service 
of the United States, 


Src. 204 (a). Subject to such regulations as may be prescribed by the President, 
members of the uniformed services entitled to receive basic pay shall, in addition 
thereto, be entitled to receive incentive pay for the performance of hazardous 
duty required by competent orders. he following duties shall constitute 
hazardous duties: 
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305. 76 
259, 90 
236. 96 
198. 74 
152. 88 
124. 80 

98, 80 
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Years of service 
Pay grade 
Under 2 Over 2 Over 3 Over 4 Over 6 Over 8 Over 10 

E-7 $206. 39 $222. 30 $222. 30 $230. 10 $237. 90 $253. 50 $261. 30 
E4 175. 81 187. 20 187. 20 195. 00 214. 50 222. 234. 00 
E-5 145. 24 163. 80 163. 80 183. 30 191. 10 202. 80 210. 60 
E+ 122. 30 140. 40 140. 40 159. 90 167.70 179. 40 187. 20 
E-3 99. 37 117.00 117. 00 132. 60 140. 40 148. 20 156. 00 
ge Ne aR 85. 80 101. 40 101. 40 109. 20 117. 00 124. 80 132. 60 
E-1 83. 20 98. 80 98. 80 106. 60 106. 60 106. 60 106. 60 
E-1 (under 4 

months) ........ Fe ME Eiki cehinciaaa Apiasdined cde dseeitinnas amtbcmsnan ds eee donanbudbeesesenas 

Years of service 
Pay grade 
Over 12 | Over 14 | Over 16 Over 18 Over 22 Over 26 Over 30 

Py pcnnesasteunas $273. 00 $280. 80 $288. 60 $304. 20 $319. 80 $335. 40 $335. 40 
Br. dint mnntiben 241. 80 249. 60 257. 40 273. 00 288. 60 288. 60 288. 60 
Pe asssatnbanens 218. 40 226. 20 234. 00 241. 80 257. 50 257. 50 257. 50 
Oth, cdcamnecaesas 195. 00 202. 80 210. 60 218. 40 218. 40 218. 40 218. 40 
Wrcicssiatincs 159. 90 163. 80 163. 80 163. 80 163. 80 163. 80 163. 80 
| |, Se ee 132. 60 132. 60 132. 60 132. 60 132. 60 132. 60 132. 60 
oS eed 106. 60 106. 60 106. 60 106. 60 106. 60 106. 60 106. 60 




















(2) Section 201 is further amended by redesignating subsections ‘‘(d)’’ and ‘“‘(e)”’ 
as ‘‘(c)”’ and ‘‘(d)’’, respectively. 


(3) Section 201 is further amended by adding the following new subsection: 

“(e) Aviation cadets enlisted or appointed under the Army Aviation Cadet 
Act (55 Stat. 239), as amended, or under the Naval Aviation Cadet Act of 1942 
(56 Stat. 737), as amended, are entitled to monthly pay at the rate of 50 per 
centum of the basic pay of a commissioned officer in pay grade O-1 with under 


two cumulative years of service.” 


(4) Section 204 (a) is amended by— 
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(1) duty as a crew member as determined by the Secretary concerned, involving 
frequent and regular participation in aerial flight; 

(2) duty on board a submarine, including submarines under construction from 
the time builders’ trials commence; 

(3) duty involving frequent and regular participation in aerial flights not as a 
crew member pursuant to part (1) of this subsection; 

(4) duty involving frequent and regular participation in glider flights; 

(5) duty involving parachute jumping as an essential part of military duty; 

(6) duty involving intimate contact with persons afflicted with leprosy; 

(7) duty involving the demolition of explosives as a primary duty, including 
training for such duty; 

(8) duty at a submarine escape training tank, when such duty involves par- 
ticipation in the training; and 

(9) duty at the Navy Deep Sea Diving School or the Navy Experimental Diy- 
ing Unit, when such duty involves participation in training. 


Src. 204 (b). For the performance of hazardous duty as prescribed in part (1) 
or (2) of subsection (a) of this section, members of the uniformed services qualify- 
ing for the incentive pay authorized pursuant to said subsection shall be entitled 
to be paid at the following monthly rates according to the pay grade to which 
assigned or in which distributed for basic pay purposes: 


Monthly 
rate 
$150. 00 
150. 00 

- 210.00 
---- 180.00 
- 150.0 


Pay grade 








rIving 
from 


t asa 


ity; 
luding 
S par- 


il Div- 


art (1) 
ualify- 
ntitled 
which 


Monthly 
rate 

.- $150.00 
.- 150.00 
.- 210.00 
.- 180.00 
.- 150.0 
120. 00 
.- 110.00 
.- 100.00 
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(A) striking out the word “part” in clause (3) and inserting the word 
“clause”’ in lieu thereof: 


(B) striking out the word “and” at the end of clause (8); 


(C) striking out the period at the end of clause (9) and inserting a semi- 
colon in lieu thereof; and 
(D) adding the following new clauses: 
(10) duty as low-pressure chamber inside observer; 
“(11) duty as human acceleration or deceleration experimental subject; and 
(12) duty involving the use of helium-oxygen for a breathing mixture in the 
execution of deep-sea diving.” 
(5) Section 204 (b) is amended to read as follows: 
“(b) For the performance of hazardous duty as prescribed in clause (1) or (2) 
of subsection (a) of this section, a member of a uniformed service qualifying for 
incentive pay thereunder is entitled to pay at a monthly rate as follows: 


INCENTIVE Pay ror Hazarpvous Duty PerrormMep UNpER Section 204 (a) (1) 
AND (2) 


COMMISSIONED OFFICERS 












































Years of service 
Pay grade 
Under 2 Over 2 Over 3 | Over 4 | Over 6 Over 8 Over 10 
og aie $155. 00 $155. 00 $165. 00 $165. 00 $165. 00 $165. 00 $165. 00 
< SIS 150. 00 | 150. 00 160. 00 160. 00 160. 00 160. 00 160. 00 
a, ORE ES 200. 00 | 200. 00 | 215. 00 | 215. 00 215. 00 215. 00 215. 00 
ESE 190. 00 | 190. 00 | 205. 00 | 205. 00 205. 00 205. 00 205. 00 
ee 170. 00 | 170. 00 | 185. 00 | 185. 00 185. 00 195. 00 210. 00 
 , SRS are 145. 00 | 145. 00 | 155. 00 165, 00 180. 00 185. 00 190. 00 
OS SRRATR aR a 115. 00 125. 00 | 150. 00 150. 00 160. 00 165. 00 170. 00 
SMEs cnisanusceer 100. 00 | 105. 00 | 135. 00 | 135. 00 140. 00 145. 00 155. 00 
| | | 
Years of service 

Pay grade | | 

Over 12 | Over 14 Over 16 | Over 18 | Over 22 | Over 26 Over 30 
| | | 

Se $165. 00 $165. 00 $165. 00 $165. 00 $165.00} $165.00 | $165.00 
Sg, EES 160. 00 160. 00 160. 00 | 160. 00 160. 00 | 160. 00 | 160. 00 
SAT 215. 00 215. 00 220. 00 245. 00 245. 00 | 245. 00 | 245. 00 
TT 210. 00 225. 00 230. 00 245. 00 | 245. 00 | 245. 00 | 245. 00 
gg, ae 215. 00 220. 00 230. 00 | 240.00 | 240. 00 | 240.00} 240.00 
a re es 200. 205. 00 205.00 | 205. 00 | 205. 00 205. 00 205. 00 
SEES 180. 00 185. 00 185. 00 185. 00 185. 00 185. 00 185. 00 
liateraiesocace 160. 00 170. 00 170. 00 170. 00 170. 00 170. 00 170. 00 

i 
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Pay grade 


Sec. 204 (c). For the performance of any hazardous duty as prescribed in 
parts (3) to (9), inclusive, of subsection (a) of this section by officers and enlisted 
persons qualifying for the incentive pay authorized pursuant to said subsection, 
officers shall be entitled to be paid at the rate of $100 per month, and enlisted 
persons shall be entitled to be paid at the rate of $50 per month. 

Sec. 204 (e). No aviation cadet shall be entitled to receive any incentive pay 
authorized pursuant to this section. 

Sec. 204 (f). No member of the uniformed services shall be entitled to receive 
more than one payment of any incentive pay authorized pursuant to this section 
for the same period of time during which he may qualify for more than one pay- 
ment of such incentive pay. 

Sec. 205 (a). An enlisted person of the uniformed services entitled to receive 
basic pay and assigned to duty of diving shall, in addition to basic pay, be entitled 
to receive special pay, under such regulations as may be prescribed by the Secretary 
— at the rate of not less than $5 per month and not exceeding $30 per 
month. 
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Years of service 
Pay grade 
Under 2 Over 2 Over 3 Over 4 Over 6 Over 8 Over 10 
$115. 00 $115. 00 $115. 00 $115. 00 $120. 00 $125. 00 $135. 00 
110. 00 115. 00 115. 00 115.00 120.00 120. 00 125. 00 
105. 00 110. 00 110. 00 110. 00 115. 00 120. 00 125. 00 
100. 00 105. 00 105. 00 105. 00 110. 00 120. 00 125. 00 
Years of service 
Pay grade 
Over 12 Over 14 Over 16 Over 18 Over 22 Over 26 Over 30 
WE atasccasess $145. 00 $155. 00 $160. 00 $165. 00 $165. 00 $165. 00 $165. 00 
W-Sinsisbeciadocs 135. 00 140. 00 140. 00 140. 00 140. 00 140. 00 140. 00 
WO cdbsindudan 130. CO 135. 00 135. 00 135. 00 135. 00 135. 00 135. 00 
Welcststsnncsend 130. 00 130. 00 130. 00 130. 00 130. 00 130. 00 130. 00 
ENLISTED PERSONS 
Years of service 
Pay grade 
Under 2 Over 2 | Over 3 | Over 4 | Over 6 Over 8 Over 10 
WE acictalcanmanet . 00 $85. 00 $85. 00 $85. 00 $90. 00 $95. 00 $100. 00 
|, SSS ae 70. 00 75. 00 75, 00 80. 00 85. 00 90. 00 95. 00 
be RENT aR Ee, 60. 00 70. 00 70. 00 80. 00 80. 00 85. 00 90. 00 
| ee Ne 55. 00 65. 00 65. 00 70. 00 75. 00 80. 00 80. 00 
RT SS 55. 00 60. 00 60. 00 60. 00 60. 00 60. °O 60. 00 
2 RE, er ee 50. 00 60. 00 60. 00 60. 00 60. 00 60. 00 60. 00 
) eae ai 50. 00 55. 00 55. 00 55. 00 55. 00 55. 00 55. 00 
E-1 (under 4 
months)... ..... SERIE SAE et, SLES ee Te oP eRe | (en Lee ee 
Aviation cadets... GED Vices cudacids-dhkcweds peecoghewegietescseui tbbaenepesdlnteniceb~iaeneniasios 
Years of service 
Pay grade 
Over 12 Over 14 Over 16 Over 18 | Over 22 | Over 26 Over 30 
Bi Sin simattecct $105. 00 $105. 00 $105. 00 $105. 00 $105, 00 $105. 00 $105. 00 
| 2 Serene 95. 00 100. 00 100. 00 100. 00 100. 00 100. 00 100. 00 
) Sa 95. 00 95. 00 95. 00 95. 95. 00 95. 00 95. 00 
Ree 80. 00 80. 00 80. 00 80. 00 80. 00 80. 00 80. 00 
per 60. 00 60. 00 60. 00 60. 00 60. 00 60. 00 60. 00 
| PS 60. 00 60. 00 60. 00 60. 00 60. 00 60. 00 60. 00 
| SS 55. 00 55. 00 55. 00 55. 00 55. 00 55. 00 55. 00 














(6) Section 204 (ce) is amended to read as follows: 


“(c) Officers and enlisted persons of the uniformed services who are qualified 
for the incentive pay authorized under subsection (a) are entitled to be paid at 
the rate of $110 and $55 per month, respectively, for the performance of any 
hazardous duty described in clauses (3) to (12) of subsection (a).” 


(7) Section 204 (e) is repealed and subsection “‘(f)’’ is redesignated as ‘‘(e)’’. 


(8) Section 205 (a) is amended by striking out the figures ‘$5’ and “$30” and 
inserting in lieu thereof the figures “‘$5.50’’ and ‘‘$33’’, respectively. 
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Sec. 205 (b). Members of the uniformed services entitled to receive basic pay 
and employed as divers in actual salvage or repair operations in depths of over 
ninety feet, or in depths of less than ninety feet, when the officer in charge of the 
salvage or repair operation shall find, in accordance with regulations prescribed 
by the Secretary concerned, that extraordinary hazardous conditions exist, shall, 
in addition to basic pay, be entitled to receive the sum of $5 per hour for each 
hour or fraction thereof while soemployed. The amounts authorized to be paid 
pursuant to this subsection shall, in the case of enlisted persons, be in addition to 
the amounts authorized pursuant to subsection (a) of this section. 


Sec. 205 (c). No member of the uniformed services shall be entitled to receive 
the special pay authorized pursuant to this section in addition to incentive pay 
authorized pursuant to section 204 of this Act. 


Sec. 303 (a). * * * The travel and transportation allowances which shall be 
authorized for each type of travel shall be limited to one of the following: (1) 
Transportation in kind, reimbursement therefor, or a monetary allowance in lieu 
of cost of transportation at a rate not in excess of 7 cents per mile based on dis- 
tances established or to be established over the shortest usually traveled routes, 
in accordance with mileage tables prepared by the Chief of Finance of the Depart- 
ment of the Army under the direction of the Secretary of the Army, (2) transpor- 
tation in kind, reimbursement therefor, or a monetary allowance as provided in 
(1) of this sentence, plus a per diem in lieu of subsistence not to exceed $9 per 
day, or (3) for travel within the continental limits of the United States a*mileage 
allowance of not exceeding 10 cents per mile based on distances established or to 
be established pursuant to existing law: 


Sec. 303 (c). In addition to the allowances authorized above, under such condi- 
tions and limitations and for such ranks, grades, or ratings and to and from such 
locations as may be prescribed by the Secretaries concerned, members of the 
uniformed services when ordered to make a change of permanent station shall be 
entitled to transportation in kind for dependents or to reimbursement therefor, or 
to a monetary allowance in lieu of such transportation in kind at a rate to be pre- 
scribed not in excess of the rate authorized in subsection (a) of this section, and in 
connection with a change of station (whether temporary or permanent), to trans- 
portation (including packing, crating, drayage, temporary storage, and unpack- 
ing) of baggage and household effects, or reimbursement therefor, to and from such 
locations and within such weight allowances as may be prescribed by the Secre- 
taries, without regard to the comparative costs of the various modes of trans- 
portation. * * * 


Sec. 508. Cadets at the United States Military Academy, midshipmen at the 
United States Naval Academy, and cadets at the Coast Guard Academy shall 
be entitled to receive pay at the rate of $973.44 per annum, and to receive allow- 
ances as now or hereafter provided by law for midshipmen in the Navy, and to 
transportation, including reimbursement of traveling expenses, while traveling 
under orders as a cadet or midshipman, 
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(9) Section 205 (b) is amended by striking out the figure “$5” and inserting 


the figure ‘'$5.50” in lieu thereof. 


(10) Section 205 (c) is amended by adding the following at the end thereof: 


“However, receipt of incentive pay under that section does not bar the member 
from entitlement to $5.50 for each hour or fraction thereof in addition to basic 
pay, as authorized by subsection (b) of this section.” 

(11) The last sentence of section 303 (a) is amended by striking out the figure 
“$9” in clause (2) and inserting in lieu thereof the figure “$12”. 


(12) Section 303 (c) is amended by inserting the following at the end of the 
first sentence thereof: 


“Under such regulations as may be approved by the Secretary concerned, a 
member of a uniformed service whose dependents are authorized to move and 
actually move in connection with his permanent change of station shall be entitled 
to a dislocation allowance equal to his monthly basic allowance for quarters. 
However, the member shall be entitled to the payment of a dislocation allowance 
for not more than one permanent change of station during any fiscal year, except 
on the finding of the Secretary of the Department concerned that the exigencies of 
the service require more than one such change of station during any fiscal year. 
This limitation upon the payment of a dislocation allowance shall not apply to 
members of the uniformed services ordered to service schools as a permanent 
change of station. In addition, this limitation shall not be applicable in time 
of war or national emergency declared after the effective date of this amendatory 
Act. A member is not entitled to payment of a dislocation allowance when ordered 
from home to first duty station or from last duty station to home.” 

(13) Secticn 508 is further amended to read as follows: 

“Cadets at the United States Military Academy, midshipmen at the United 
States Naval Academy, cadets at the United States Air Force Academy, and 
cadets at the Coast Guard Academy shall be entitled to receive pay at the rate 
of 50 per centum of the basic pay established for a commissioned officer in pay 
grade O-1 with under two cumulative years’ service, and to receive allowances as 
now or hereafter provided by law for midshipmen in the Navy, and to transporta- 
tion, including reimbursement of traveling expenses, while traveling under orders 
as a cadet or midshipman.” 
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EXISTING LAW 


Sec. 202 (d). The period of time to be counted in the computation of basic pay 
shall be the total of all periods authorized to be counted for such purpose in any 
of the uniformed services, but the same period of time shall not, for any reason, 
be counted more than once: Provided, That retired enlisted men heretofore or 
hereafter retired with credit for thirty years’ service in the Army, Navy, or Marine 
Corps, and who served beyond the continental limits of the United States between 
1898-1912, such service having been computed under previous laws as double 
time toward retirement, shall be entitled to receive the maximum retired pay now 
or hereafter provided for the grade in which retired. 


Naval Aviation Cadet Act of 1942 (56 Stat. 737), as Amended (34 U. S. C. 850c) 


Sec. 4. Aviation cadets, while on active duty, shall be entitled to be paid at 
the rate of $109.20 per month, which pay shall include extra pay for flying. 
They shall be entitled to receive, in addition the same allowance for subsistence 
as is now or may hereafter be authorized for officers of the Navy, and shall, while 
on active duty, be furnished quarters, medical care, and hospitalization, and shall 
be issued uniforms, clothing, and equipment at Government expense. When 
traveling under orders, aviation cadets shall be entitled to receive transportation 
and other necessary expenses incident to such travel, or cash in lieu thereof, on 
the same basis and at the same rates as are now or may hereafter be prescribed 
for enlisted personnel of the Navy. 


Army Aviation Cadet Act (55 Stat. 240), as amended (10 U.S. C. 303, 304, 304b) 


Sec. 4. Aviation cadets, while on active duty, shall be entitled to be paid at 
the rate of $109.20 per month, which pay shall include extra pay for flying. 
They shall be entitled to receive, in addition, the same allowance for subsistence 
as is now or may hereafter be authorized for officers of the Army, and shall, 
while on active duty be furnished quarters, medical care, and hospitalization, 
and shall be issued uniforms, clothing, and equipment at Government expense. 
When traveling under orders, aviation cadets shall be entitled to receive trans- 
portation and other necessary expenses incident to such travel, or cash in lieu 
thereof, on the same basis and at the same rates as are now or may hereafter be 
prescribed for enlisted personnel of the Army. 
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THE BILL 


(14) Section 202 (d) is amended by striking out the period at the end thereof, 
inserting a comma and adding the following: 


‘ineluding retired enlisted men advanced to commissioned officer rank on the 
retired list by virtue of the Act of May 7, 1932 (Public Law 123, Seventy-second 
Congress).”’ 

Src. 3. Section 4 of the Naval Aviation Cadet Act of 1942, as amended (34 
U. 8. C. 850c) is amended by— 

(1) striking out the first sentence; and 

(2) amending the second sentence to read as follows: 
“Aviation cadets, while on active duty, are entitled to the same allowances for 
subsistence now or hereafter provided for officers of the Navy, and shall, while 
on active duty, be furnished quarters, medical care, and hospitalization, and 
have issued to them uniforms, clothing, and equipment at Government expense.”’ 


Src. 4. Section 4 of the Army Aviation Cadet Act, as amended (10 U. S. C. 
303, 304, 304b), is amended by— 

(1) striking out the first sentence; and 

(2) amending the second sentence to read as follows: 
“Aviation cadets, while on active duty, are entitled to the same allowances for 
subsistence now or hereafter provided for officers of the Army, and shall, while 
on active duty, be furnished quarters, medical care, and hospitalization, and 
have issued to them uniforms, clothing and equipment at Government expense.” 
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84rnH CoNnGREss } HOUSE OF REPRESENTATIVES { Report 


1st Session 


No. 154 








INNOCENT PURCHASERS OF CONVERTED FUNGIBLE 
GOODS 





Marcu 8, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooxrey, from the Committee on Agriculture, submitted the 
following 


REPORT 


{To accompany H. R. 1831] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 1831) to amend the Commodity Credit Corporation Charter 
Act in order to protect innocent purchasers of fungible goods converted 
by warehousemen from claims of the Commodity Credit Corporation, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


GENERAL STATEMENT 


The purpose of this bill is to provide innocent purchasers of grain 
or other fungible goods with an equitable defense in cases where such 
goods owned by the Commodity Credit Corporation are sold by ware- 
housemen without authority and the Corporation, unable to recover 
from the wrongdoer and his surety, takes action to collect from those 
who purchased the goods unaware that the warehouseman had no right 
to sell them. 

Fungible goods are goods, such as grain, which are normally inter- 
mingled in the ordinary processes of commerce so that the identity of 
specific lots is lost and the obligation to deliver may be fully discharged 
by delivery of a specified quantity and quality of the commodity. 
Wheat stored in an elevator or terminal warehouse by several owners, 
for example, is normally intermingled in the bins so that the identity 
of the several ownerships is lost and the owners neither expect nor are 
entitled to receive back the same wheat they put into storage, but only 
wheat of the same quantity and quality. 
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2 INNOCENT PURCHASERS OF CONVERTED FUNGIBLE GOODS 


EXISTING LAW 


Under the existing law in this country, the holders of warehouse 
receipts issued against fungible goods, such as grain, stored in a 
warehouse in a common mass are coowners of the goods to the extent 
necessary to satisfy their receipts. Where a warehouseman wrongfully 
sells grain belonging to receipt holders, the receipt holder may recover 
from the purchaser the fair market value of the grain, even though 
such purchaser was innocent of any knowledge that the warehouseman 
had no right to sell the grain, had purchased the grain from the ware- 
houseman as a grain dealer in the usual course of business, and could 
- in fact have determined the ownership of the grain had he tried 
to do so. 

The harshness of this strict application of the rule of “caveat 
emptor” has long been criticized by courts and laywers, who have 
recognized the inequity of forcing an innocent purchaser to pay twice 
for the goods—first to the wrongdoing seller and again to the rightful 
owner. As a strict matter of law, the true owner can follow the goods 
even beyond the first innocent purchaser and recover its value from 
anyone to whom the innocent purchaser sold the goods, if he cannot 
satisfy his claim otherwise. For example: The operator of a country 
feed store orders a carload of grain from a dealer in the usual course 
of business, accepts delivery, pays for the grain, puts it into bags, 
and sells it to nearby farmers for feed. Later it develops that the 
grain belonged to the Commodity Credit Corporation, which had 
stored it with the grain dealer, and that the dealer had no authority 
to sell it. The Corporation must look first to the wrongdoer and 
his surety for payment of the value of the grain but if it cannot recover 
from them, the law holds the feed store operator liable. Even though 
he had no way of knowing that the grain he bought in the usual course 
of business was not the dealer’s to sell, the rule of “‘caveat emptor” 
is that the purchaser, no matter how innocent of wrongdoing, can 
obtain no better title than the seller had to convey. If the feed dealer, 
too, were unable to satisfy the claim of the Corporation, that claim 
could then be brought even against the farmer who purchased the 
grain from the feed dealer. 


APPLICATION OF THE RULE 


Because of the harshness of this rule of law, courts have been 
sympathetic to equitable defenses against such claims on behalf of 
innocent purchasers (that action of the rightful owner clothed the 
warehouseman with “apparent title,” that prudent action by the 
owner could have prevented the fraudulent sale, etc.). 

The purpose of this bill to make a specific equitable defense avail- 
able to the innocent purchasers of converted CCC grain or other 
fungible goods described in the bill. 

As a result of the rather widespread conversion of CCC stored grain 
which was brought to light a few years ago, a large number of innocent 
purchasers of that grain are now being sued or are threatened with 
suit to satisfy those claims. As of January 1, 1955, the Department 
of Agriculture had referred to the Department of Justice 268 ware- 
house shortage cases involving grain and other fungible commodities. 
In some 37 of these cases the amounts which may be recovered from 
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INNOCENT PURCHASERS OF CONVERTED FUNGIBLE GOODS 3 


the warehousemen and their sureties are insufficient to cover the value 
of the commodities wrongfully sold by the warehousemen. There 
are 496 known purchasers from these 37 warehousemen and suits in 
Federal courts have been filed by the Department of Justice against 
136 of them. If these purchasers had any part in, or knowledge of, 
wrongdoing of the warehousemen they should, of course, be held fully 
liable for their action. But if they were in fact innocent purchasers 
within the terms of this bill, they should have available to them the 
equitable defense provided by the bill. 


UNIFORM COMMERCIAL CODE 


Even before the developments resulting from the CCC grain- 
conversion cases, representatives of the American bar and bench had 
recommended for general adoption a law similar to that which this 
bill would apply only to claims of the Commodity Credit Corporation. 
In the Uniform Commercial Code (the text edition of which was 
published in 1951) the American Law Institute and the National 
Conference of Commissioners on Uniform State Laws, with the 
approval of the house of delegates of the American Bar Association, 
recommended for adoption by State legislatures, as part of that 
Uniform Code, the following provision: 

Section 7-205. (1) A buyer in the ordinary course of business of fungible 
goods sold and delivered by a warehouseman who is also in the business of buying 
and selling such goods takes free of any claim under a warehouse receipt even 
though it has been duly negotiated. 

There are several points of difference between the bill herewith 
reported and the recommended statute referred to above (which has 
been enacted into law in two States and recommended for adoption in 
several others): 

1. The bill applies only to claims of the Commodity Credit 
Corporation and not to those of any other owner of fungible 
goods, even though he might be similarly situated. 

2. The bill relates only to claims “based on the want of 
authority in the warehouseman to sell such goods.” It will have 
no effect on the rights or liabilities of the parties with respect to 
any other type of claim, such as, for example: A claim based on 
failure of the purchaser to pay for the goods. 

3. The provision in the recommended Uniform Commercial 
Code would relate apparently only to claims arising after its 
enactment in the State of jurisdiction. The provisions of the 
bill reported herewith are, on the other hand, intentionally made 
retroactive so as to afford relief to innocent purchasers who have 
been made subject to CCC claims by the grain-conversion cases 
heretofore referred to. 

4. The bill requires that the goods be “physically” delivered. 
This is to make entirely clear (as is apparently implied by the 
recommended code provision) that the provisions of the bill are 
to apply only in the case of actual grain purchase and delivery, 
and not in the case of overissued warehouse receipts. 

5. The bill is somewhat more explicit in spelling out a definition 
of an innocent purchaser. 
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4 INNOCENT PURCHASERS OF CONVERTED FUNGIBLE GOODS 


DETAILS OF THE BILL 





A number of interesting points with respect to the bill, which might 
not be readily apparent to those outside the legal profession, were 
brought out during the course of the public hearing on the bill, 
Among them were: 

1. The word “also” refers only to the warehouseman. it 
means that the seller must have been not only a storer of the 
goods but “also in the business of buying and selling such goods” 
so that his offer to sell would not be an unvsual matter but one 
“in the ordinary course of business.”’ 

2. There are several specific limitations on who is to be con- 
sidered an innocent purchaser and eligible to take advantage of 
the defense afforded by the bill. He must have (a) purchased 
the goods “in the ordinary course of business’ (6) from a ware- 
houseman “in the business of buying and selling such goods” 
and (c) have received “physical” delivery; (¢) the purchase must 
have been “for value” and (e) in “good faith” with (f) no knowl- 
edge whatever on the part of the buyer of any lack of authority 
on the part of the seller to sell the goods and (g) not even sus- 
picious or unusual circumstances which would give him reason to 
doubt the seller’s authority. 

3. The meaning of the words “for value” may differ in various 
jurisdictions according to different State laws but the meaning 
within each jurisdiction is so well understood and so well estab- 
lished by court decision that there should be no difficulty in its 
application to individual cases. 

4. Although they are not mentioned in the bill, the provisions 
of this measure will, of course, also protect those who have bought 
some of the converted grain from an innocent purchaser—such as 
a farmer who has bought grain from a feed dealer. The defense 
available to the innocent purchaser is a protection to all who took 

title to any of the goods through him. 


DEPARTMENT REPORT AND OTHER STATEMENTS 





Because of the rather technical nature of the subject matter of this 
bill and the fact that it would set aside, as to specified claims of the 
Commodity Credit Corporation, certain long established rules of 
American law, the committee feels it desirable to present in this 
report a substantial portion of the evidence on which it based its 
decision to report this bill favorably to the House. Accordingly, 
there are set out below (1) the letter from the Department of Agri- 
culture recommending enactment of the measure; (2) the discussion 
of facts and law relating to the subject matter of the bill which ac- 
companied the Department’s letter; (3) the relevant and material 
portions of the statements of the Solicitor of the Department of 
Agriculture, and the general counsel of the Miller’s National Federa- 
tion. 


Fesruary 28, 1955. 
Hon. Haroutp D. Cootry, 
Chairman, Committee on Agriculture, 
House of Representatives. 
Dear ConoressMAN Cooter: This is in reply to your request for reports on 
H. R. 694 and H. R. 1831, identical bills to amend the Commodity Credit Cor- 























































might 
, Were 


e bill, 


nm. it 
of the 
roods”’ 
ut one 


e con- 
age of 
chased 
ware- 
roods” 
2 must 
knowl- 
hority 
Nn sus- 
ison to 


rarious 
eaning 
estab- 
* In its 


visions 
rought 
uch as 
lefense 
o took 


of this 
of the 
iles of 
in this 
sed its 
lingly, 
f Agri- 
‘ussion 
ich ac- 
aterial 
ent of 
‘edera- 


1955. 


yorts on 
lit Cor- 


INNOCENT PURCHASERS OF CONVERTED FUNGIBLE GOODS 5 


poration Charter Act in order to relieve innocent purchasers of fungible goods 
converted by warehousemen from claims of Commodity Credit Corporation. 

This Department recommends the passage of the proposed legislation. 

In connection with the conversions of Commodity Credit Corporation grain and 
other fungible commodities by warehousemen, which occurred a few years ago, 
present estimates of the amounts recoverable from the warehousemen and their 
sureties indicate that persons who purchased such grain are subject to claims by 
the Corporation approximating $344 million. The proposed legislation would 
relieve from liability to the Corporation innocent purchasers who bought and 
received physical delivery of fungible goods in the ordinary course of business 
from warehousemen who were also in the business of buying and selling such goods 
a the buyer purchased them for value in good faith and neither knew nor 

ad reason to know that the warehousemen had no right to sell such goods. This 
legislation would apply also to any like situations occurring in the future. This 
Department, of course, has taken steps to minimize the possibility of future 
occurrences of this type. 

Under the existing rule of court decisions in this country, an owner of fungible 
goods, such as grain, wrongfully sold by a warehouseman can recover from a 
wholly innocent purchaser of such goods. This rule has been criticized for many 
years by lawyers and judges who have recognized the harshness and inequity in 
forcing an innocent purchaser who buys fungible goods in good faith in the 
normal course of business from a dealer in such goods, to pay for them twice— 
first to the wrongdoing seller and again to the true owner. The critics of the 
rule have pointed out, also, that it disrupts normal trading in grain and other 
fungible goods because a prospective purchaser never knows whether a warehouse 
receiptholder might later assert a claim to the goods he bought. This point has 
become a major problem for grain dealers and the Government alike in recent 
years because of the large-scale storage operations of Commodity Credit Cor- 

oration since World War II. Never before in the history of grain warehousing 
in this country has a single owner had such large quantities of grain stored in so 
many warehouses in all parts of the country for such long periods of time. Although 
inspections of warehouses are made periodically by Federal and State officials, 
the only way a purchaser can be certain that he is safe in buying grain from a 
warehouseman is to measure the stocks of grain in the warehouse and examine 
his records of outstanding warehouse receipts at the time of each purchase, 
which obviously is an impossible task. 

In recognition of the need for a change in the rule of law in this country, there 
has been proposed for adoption by the Congress of the United States and the 
legislatures of the several States a modern, complete code of laws governing 
commercial transactions, known as the Uniform Commercial Code. This code 
represents the work of scores of experienced lawyers and judges over a period of 
several years and has been approved by the American Law Institute, the National 
Conference of Commissioners on Uniform State Laws, and the house of delegates 
of the American Bar Association. The Uniform Commercial Code provides, in 
subsection (1) of section 7-205, that “A buyer in the ordinary course of business 
of fungible goods sold and delivered by a warehouseman who is also in the business 
of buying and selling such goods takes free of any claim under a warehouse 
receipt even though it has been duly negotiated.” These bills apply the principle 
of the Uniform Commercial Code to fungible commodities of Commodity Credit 
Corporation. 

Each of the bills which you have submitted to this Department contains a 
proviso expressly requiring that the buver must have purchased the goods for 
value and in good faith, without knowledge of any defect in the ~rarehouseman’s 
authority to sell the goods. The proviso makes clear the class of persons entitled 
to the benefits of the legislation and appears to place upon any person claiming 
such benefits the burden of asserting and proving his claim as an affirmative 
defense. The purchaser is, of course, in a better position than the Government 
to know the facts with respect to his purchases. 

Enclosed is a statement with exhibits, containing a comprehensive discussion 
of the facts and law with respect to Commodity Credit Corporation claims against 
purchasers of grain and other fungible commodities. 

No increase in the administrative expenses of this Department would result 
from passage of this legislation. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 


True D. Morssg, 
Acting Secretary. 
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6 INNOCENT PURCHASERS OF CONVERTED FUNGIBLE GOODS 


Discussion oF Facts anp Law Wits Respect to Cuamms or Commopity CrEpIT 
CorporaATION AGAINST GRAIN PURCHASERS 


As of January 1, 1955, the Department of Agriculture has referred to the 
Department of Justice 268 warehouse shortage cases involving grain and other 
fungible commodities owned by or pledged to Commodity Credit Corporation.' 
Of these 268 cases, in some 37 cases, involving 496 known purchasers,? the amounts 
which may be recovered from the warehousemen and their sureties are insufficient 
to cover the value of the commodities wrongfuly sold by warehousemen. There- 
fore, any further recoveries by the Government must be made from the purchasers. 
After giving credit for amounts recovered and anticipated recoveries from ware- 
housemen and their sureties, the aggregate potential liability of these purchasers 
is estimated to be $3% million. In 12 of such 37 warehouse cases, a total of 56 
separate suits against 136 purchaser-defendants have been filed by the Depart- 
ment of Justice. The suits involve 13 separate judicial districts. 

The attached exhibit A contains pertinent information with respect to the 37 
warehouse cases in which recoveries from the warehouseman and their sureties will 
be insufficient to cover the Government’s losses and the 4 closed warehouse cases 
in which the claims against purchasers have been settled. 

Exhibit B contains detailed data with respect to the warehouse cases in which 
suits have been filed against purchasers. 

Extensive supplementary investigations and time-consuming calculations are 
necessary after cases are referred to the Department of Justice to develop the facts 
necessary to file suits against purchasers. Because of the many sales and replace- 
ments of stocks by the warehousemen over extended periods of time and the 
interest of receipt holders other than Commodity Credit Corporation, these cases 
usually require the development of complete daily inventory information on all 
shipments and receipts. Since fungible goods, such as grain, are stored on a 
commingled basis, no depositor can trace his ownership to any particular goods 
stored or sold by the warehouseman. Thus, obtaining the evidence necessary 
to prove claims against numerous purchasers and allocating liability among them 
is a complex matter. 

Under the existing law in this country, the holders of warehouse receipts issued 
against fungible goods, such as grain, stored in a warehouse in &@ common mass are 
coowners of the goods to the extent necessary to satisfy their receipts* Where 
a warehouseman sells grain belonging to receipt holders they may recover from the 
purchasers the fair market value of the grain, even though such purchasers were 
innocent of any knowledge that the warehauseman had no right to sell the grain.‘ 

If the warenouseman, after selling grain belonging to receipt holders, purchases 
other grain and stores it in the warehouse, the receipt holders become coowners 
of the replacement grain, as well as any previously stored grain remaining in 


} Total recoveries in these 268 cases to date amount to upward of $644 million, leaving uncollected almost 
$634 million, based on book value of the missing commodities. Substantial additional sums will be realized 
from pending bankruptcy and receivership proceedings. The aggregate of claims made against warehouse- 
men and their sureties exceeds the book-value amount because, wherever the facts warrant, the claims are 
based on the wilfull converter’s liability for the highest market value between the date of the conversion 
and a reasonable time after the Corporation received notice of the conversion. All of these 268 cases, how- 
ever, do not involve civil claims since in — cases the warehouseman has satisfied his civil liability by 
delivery of commodities or payment for any shortage on load out. The cases where the warehouseman’s 
civil liability was satisfied were referred to the Department of Justice because they involved possible viola- 
tions of Federal criminal statutes. 

2 As shown in exhibit A, in 4 additional warehouse cases which are now closed, the claims against pur- 
chasers have been settled; in 3 of the 4 cases purchasers contributed to the overall settlement made by the 
warehouseman and his sureties after the filing of suit against all, and in the remaining case, the purchaser, 
after demand, paid the amount of the claim made against him by the ay, of Justice. 

3 Dowes v. Elkstone, 3 Fed. 19 (D. Minn., 1880); Sezton v. Graham, 4N. W. 1090 (Iowa, 1880); Goodman v. 
Northcutt, 13 Pac. 485 (Oreg., 1887); Herrick v. Barnes, 81 N. W. 526 (Minn., 1900); Hall v, Pillsbury, 44N. W. 

73 (Minn., 1890); Kastner v. Andrews, 194 N. W. 824 (N. D., 1923); Carson State Bank v. Grant Grain Co., 
197 N. W. 146 (N. D., 1924); Wallace v. State, 183 N. E. 29 (Ind., 1932); Koame v. Farmers’ Cooperative Eleva- 
tor Co., 262 N. W. 242 (N. D., 1935). 

4 Some of the cases illustrating this rule are: Hall v. Pillsbury, supra; Carson State Bank v. Grant Grain Co., 
supra; Herrick v. Barnes, supra; Kastner v. Andrews, supra; Tobin v. Portland Flouring Milis Co., 68 P. 743 
(Oreg., 1902); Torgerson v. Quinn-Shepherdson, 201 N. W. 615 (Minn., 1925); Board of Railroad Commissioners 
v. Hoover Grain Cc., 248 N. W. 275 (N. D., 1933); Mitchell v. Munn Warehouse Co., 86 P. 2d 174 (Idaho, 1938); 
Kimbell Milling v. Greene, 170 8. W. 2d 191 (Tex., 1943). But cf. Preston v. Wither ,9N. E. 585 (Ind., 
1886) (equitable estoppel). With the exception of Preston v. Witherspoon, supra, the decisions in the fore- 
going cases are on the common law rule that a purchaser of property from a converter or thief gets no 
better title than the vendor and that the true owner may recover from the purchaser, even though he be 
innocent of wrongdoing, either the property or its fair market value at the time and place of purchase. Dows 
v. National Exchange Bank, 91 U. 8. 618, 637 (1875); Bolles Wooden-Ware Co. v. United States, 106 U. 8. 432 
(1882); Potter v. United States, 122 Fed. 49 (C. A. 8, 1903); Union Naval Stores Co. v. United States, 202 Fed. 
491 (C. A. 5, 1913); aff. 240 U. S. 284; Whitehurst v. United States, 272 Fed. 46 (C. A. 4, 1921); First Camden 
National Bank and Trust Co. v. J. R. Watkins Co., 122 F. 2d 826 (C. A. 3, 1941); see also 44 A. L. R. 1326, 80 
A. L. R. 613; Restatement, Torts, § 229, 
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the warehouse, to the extent necessary to satisfy their receipts. The purchasers 
of converted grain from the warehouseman are entitled to be credited with any 
such replacement grain subsequently acquired by the warehouseman ® and with 
the amounts of any recoveries by the receipt holders from the warehouseman and 
his surety.’ 

Although the holders of unsatisfied warehouse receipts may recover from 
innocent purchasers of their grain, court decisions indicate that the warehouse- 
man’s surety, upon payment of his obligations to the receipt holders under the 
warehouseman’s bond would not be subrogated to their rights against the innocent 
purchasers. The surety would appear to have a right of subrogation, however, 
against a purchaser chargeable with notice of the conversion at the time of his 
purchase.® 

Although the law in this country permits receipt holders to recover from pur- 
chasers of goods wrongfully sold by a warehouseman without regard to the inno- 
cence or guilt of the purchaser, the rule in England, from whom this country 
inherited its common-law system, is different. Under the ancient English rule of 
“market overt’, which was embodied in section 22 of the English Sale of Goods 
Act, where goods are sold by a regular dealer in the open market, “the buyer 
acquires a good title to the goods, provided he buys them in good faith and without 
notice of any defect or want of title on the part of the seller. ’’ While the princi- 
ple of market overt has never been recognized as a part of the common law adopted 
by this country, the American rule has been criticized for many years by lawyers 
and judges who have recognized the harshness and inequity of forcing an innocent 
suicooee of goods to pay for them twice—first to a wrongdoing seller and 
secondly to the true owner. The critics of the rule have pointed out, also, that it 
disrupts the normal trading in grain and other fungible goods because a prospec- 
tive purchaser never knows whether a warehouse receipt holder might later assert 
a claim to the goods he bought. This point has become a major problem for 
grain dealers and the Government alike in recent years because of the large scale 
storage operations of Commodity Credit Corporation since World WarII. Never 
before in the history of grain warehousing in this country has a single owner of 
grain had such large quantities stored in so many warehouses in all parts of the 
country for such long periods of time. Although inspections of warehouses are 
made periodically by Federal and State officials, the only way a purchaser can be 
certain that he is safe in buying grain from a ‘warehouseman is to measure the 
stocks of grain in the warehouse and examine his records of outstanding warehouse 
receipts at the time of each purchase, which obviously is an impossible task. 

In recognition of the need for a change in the rule in this country, the American 
Law Institute and the National Conference of Commissioners on Uniform State 
Laws, in the proposed new Uniform Commercial Code, have provided, in subsec- 
tion (1) of section 7-205, that— 

“A buyer in the ordinary course of business of fungible goods sold and delivered 
by a warehouseman who is also in the business of buying and selling such goods 
takes free of any claim under a warehouse receipt even though it has been duly 
negotiated.” 

he Uniform Commercial Code extends the same principle to sales of goods 
generally. Subsections (2) and (3) of section 2-403 provide as follows: 

(2) Any entrusting of possession of goods to a merchant who deals in goods of 
that kind gives him the power to transfer all rights of the entruster to a buyer in 
the ordinary course of business. 

(3) ‘Entrusting’ includes any delivery and any acquiescence in retention of 
possession regardless of any condition expressed between the parties to the delivery 
or acquiescence and regardless of whether the procurement of the entrusting or 


5 Sexton v. Graham, 4 N. W. 1090 (Iowa, 1880) Heuther v. McCaull-Dinsmore Co., 204 N. W. 614 (N. D 
1025); State v. Farmers’ Elevator Co., 231 N. W. 725 (N. D., 1930) . 
Heuther v. McCaull-Dinsmore Co., supra; State v. Farmers’ Elevator Co., supra. 

’ Northern Trust Co. v. Consolidated "Elevator Co., 171 N. W. 265, 4 A. L. R. "510 TMinn., 1919). 
ore an ao Co. v. Consolidated Elevator Co., "supra; ‘American Surety Co. v. Lewis State Bank, 58 F. 2d 

* See National Surety Co. v. Arosin, 198 F. 605, 609 (C. A. 8, 1912). 

0 Bey Swine comment appears on page 570 in the 1952 text and comments edition of the Uniform Com- 
merc! e: 

“1. The typical case covered = eee (1) is that of the warehouseman-dealer in grain, and the 
substantive question at issue is ther in case the warehouseman becomes insolvent the receipt holders 
shall be able to trace and recover grain shipped to and _ for by farmers and other purchasers from the 
elevator. This Ned eye pe under the old acts, although courts were eager to find estoppels to prevent it. 
The practical difficulty of tracing fungible grain means that the preservation of this theoretical right adds 





little to the commercial acceptability of negotiable grain receipts, which really circulate on the credit of the 

warehouseman. beers hte on default of the warehouseman, the receipt holders at Jeast share in what grain 

— whereas retaking the grain from a good faith cash — reduces him completely to the Status 
could do to guard against the loss.” 
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the possessor’s disposition of the goods have been such as to be larcenous under 
the criminal law.” 

The Uniform Commercial Code was approved in 1951 by the American Law 
Institute, the National Conference of Commissioners on Uniform State Laws, 
and the house of delegates of the American Bar Association." It has been en- 
acted into law in the States of Pennsylvania and New Hampshire and is under 
active study for introduction in a number of other States. The proponents of the 
code advocate its adoption by all of the States as a complete code covering all 
commercial transactions, replacing all existing uniform acts governing commercial 
transactions and making numerous modifications in existing law. They also 
advocate that it be enacted by Congress to apply to interstate transactions as an 
early step in obtaining general adoption.” 

The proposed legislation would not relieve a purchaser from liability to the 
Government unless he bought the goods “for value in good faith and did not know 
or have reason to know of any defect in the warehouseman’s authority to sell such 
goods.”” Moreover, the goods must have been bought “in the ordinary course of 
business” from a “‘warehouseman who was also in the business of buying and sell- 
ing such goods.” All rights of the Government against guilty purchasers, as well 
as warehousemen and their sureties, would be left cee me Any purchaser 
who knew that the warehouseman had no authority to sell the goods or who bought 
them under circumstances sufficient to cause an honest and prudent man to make 
inquiry, would not be relieved from liability by the proposed legislation. 

With relatively few exceptions, the evidence developed in the investigations 
made by this Department does not indicate that the purchasers knew that the 
warehousemen were improperly selling goods belonging to others. In some in- 
stances it appears that the purchasers bought through brokers and did not even 
know the identity of the seller. 

Each of the bills which you have submitted to this Department contains a 
proviso expressly requiring that the buyer must have purchased the goods for 
value and in good faith, without knowledge of any defect in the warehouseman’s 
authority to sell the goods. The proviso makes clear the class of persons entitled 
to the benefits of the legislation and appears to place upon any person claiming 
such benefits the burden of asserting and proving his claim as an affirmative de- 
fense. The purchaser is, of course, in a better position than the Government to 
know the facts with respect to his purchases, 


STaTEMENT BY R. L. Farrincron, Souiciror, Unirep States DEPARTMENT 
oF AGRICULTURE 


Mr. Chairman and members of the committee, I appreciate the invitation to 
discuss H. R. 1831 (introduced by Mr. Poage) and H. R. 694 (introduced by 
Mr. Kieed). 

These two bills are identical. They would relieve from claims of Commodity 
Credit Corporation persons who bought and received physical delivery of grain 
or other fungi!:le goods in good faith, and in the ordinary course of business, 
from a warehouseman who was also in the business of buying and selling such 
goods. 


1 In the foreword to the November 1951 final text edition of the Uniform Commercial Code, Herbert F. 
Goodrich, chairman of the editorial board and director of the American Law Institute, stated: 

“We think this code represents a very important achievement in American law. Karl Llewellyn and 
Soia Mentschikoff have heen the chief reporter and associate reporter, respectively, and they have been aided 
by many reporters in special subjects. But this code is not the product of the reporters. It has been par- 
ticipated in by scores of lawyers whose practice lies in particular fields in the commercial world, The 
conclusions reached in the code therefore represent the consensus of a large number of experienced profes- 
sional people. We think that the changes in the present law herein proposed are in accordance with present 
day tendencies in growth and that this code is set up to read upon the business transactions of today’s 
commerce, not that of 150 years ago.” 

12 In an article in the March 1950 issue of the American Bar Association Journal (36 A. B. A. J. 179, 254), 
William A. Schnader, of Philadelphia, Pa., a member of the editorial board in charge of drafting and editorial 
work for the Uniform Commercial Code, wrote as follows: 

“‘While the code has been prepared primarily for introduction into the State legislatures, there has been 
much discussion of the desirability of having it enacted by Congress to apply to interstate transactions. 
This could be done with a very few modifications of the text of the State act, although it is universally 
conceded that article 9—secured commercial transactions—should be omitted from a Federal act. Obvi- 
ously, should the code be enacted by Congress, that step alone will result in greater uniformity in com- 
mercial law in the United States than has ever heretofore been attained; for today a very large part of the 
Nation’s business is interstate. And if Congress enacts the code to govern all interstate commercial trans- 
actions, there would be a tremendous incentive for every state to write the code into its statutory law 
without the slightest delay. 

“If complete uniformity of law covering all commercial transactions—interstate as well as intrastate— 
could be accomplished with reasonable promptness, there would pred be no disagreement that this 
would constitute one of the greatest achievements in the history of American law.” 
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For the reasons stated hereinafter, the Department favors enactment of the 
legislation. 

The proposed legislation would amend the Commodity Credit Corporation 
Charter Act by adding a new section as follows: 

‘“‘A buyer in the ordinary course of business of fungible goods heretofore or 
hereafter sold and physically delivered by a warehouseman who was also in the 
business of buying and selling such goods shall take or be deemed to have taken 
such goods free of any claim, existing or hereafter arising, by Commodity Credit 
Corporation, based on the want of authority in the warehouseman to sell such 
goods, provided the buyer purchased such goods for value in good faith and did 
not know or have reason to know of any defect in the warehouseman’s authority 
to sell such goods.”’ 

I believe it important to emphasize that in order to be free of any claim on 
account of the transaction, the buyer must have bought and accepted physical 
delivery of the goods in the ordinary course of business; from a warehouseman 
who was also in the business of buying and selling such goods; the buyer must 
have purchased the goods for value and in good faith; and he must not have 
known or had any reason to know of any defect in the warehouseman’s authority 
to sell the goods. 

The purpose of the legislation is to relieve the honest and prudent purchaser 
from having to pay for the goods twice—first to the irresponsible selier and next 
to the real owner of the goods. Showing that he bought the goods under cir- 
cumstances entitling him to the benefits of the legislation would appear to be a 
matter of affirmative defense. It is to be presumed that the buver knows the 
facts with respect to his purchases better than the Government, which was not a 
party to the transaction. 

As I understand it, this legislation only covers the situation I have described. 
The Government would retain all of its rights against guilty warehousemen and 
their sureties, against guilty purchasers, and against purchasers who bought 
the goods under circumstances which would cause an honest and prudent man 
to make inquiry into the circumstances of the sale. 

This legislation would apply only to claims of Commodity Credit Corporation; 
it would not affect other claims of the Government. 

The bills would not change the present law on the rights of holders of over- 
issued or fictitious warehouse receipts. 

The harshness of the rule of law, which the legislation is designed to correct, 
has been rather generally recognized. A Uniform Commercial Code has been 
sroposed for adoption by the Congress and by the legislatures of several States. 

‘he proposed code has been approved by the American Law Institute, the 
National Conference of Commissioners on Uniform State Laws, and the house 
of delegates of the American Bar Association. The code contains a proposed 
provision similar in principle and legal effect to the provision proposed in the 
bills before this committee. The code has already been adopted in 2 States, 
has been introduced in 6, and is under study by committees in others. 

In England, under what is technically called the ‘‘market overt’’ rule, purchasers 
of goods in good faith and in the ordinary course of business from regular dealers 
in open, public, and legally constituted markets, are not liable to persons asserting 
ownership of the goods. Although we inherited our principles of common law 
from England, the “market overt” rule historically has not been followed in the 
courts of this country. Instead, our courts have applied the principle of “caveat 
emptor’’—“‘let the buyer beware.”’ The rule in this country has been criticized 
on many occasions by lawyers and judges as being unduly harsh. 

In view of the expanded storage operations of Commovity Credit Corporation 
since World War II, this rule has caused a major problem for grain dealers in 
this country. The problem is serious because, under the existing rule, purchasers 
from warehousemen can never be certain they are free from liability unless before 
each purchase they measure the grain in the elevator and compare the inventory 
With the outstanding warehouse receipts. Of course, as a practical matter, 
measuring the grain before each purchase would be virtually impossible. 

The Department believes that in the long run passage of the bill will be a 
stebilizing factor in the marketing of grain. This is because a large number of 
suits will tend to cause many purchasers to hesitate to buy grain until they 
know the origin of it. The bill will be of special benefit to the smaller dealers 
Whose net worth is insufficient to enable them to satisfy any large number of 
claims based upon double liability for the value of the grain they have bought 
and sold while innocent of the fact that the warehouseman is short in the grain 
in his elevator and does not have enough assets to satisfy all of his claims. 
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SrateMENT oF GiENN G. Paxton, Generat Counset, Mriuiers’ Nationat 
FEDERATION 


Mr. Chairman and members of the committee, my name is Glenn G. Paxton, 
I am a lawyer and a member of the law firm of Campbell, Miller, Carroll & Paxton 
of Chicago, Ill. I am general counsel for the Millers’ National Federation, a 
trade association representing the flour milling industry of the United States 
The federation maintains offices in Chicago, Ill., and Washington, D. C. It has 
authorized its officers and me to testify in these hearings 

Flour millers necessarily buy large quantities of grain in the open market. 
Grain is an outstanding item in the category of fungible goods. Commodity 
Credit Corporation owns or lends money on a major portion of grain stored in the 
United States. Under present law, if Commodity Credit Corporation has grain 
in storage or under lien in a warehouse of whatever type and wherever located, 
and if the warehouseman wrongfully sells such grain, it may recover the grain or 
the value thereof from the purchaser or from any subsequent purchaser, however 
innocent. 

The subject of this hearing is H. R. 1831, introduced by Representative Poage 
of Texas. Similar bills have been introduced by Representative Hope of Kansas, 
a member of this committee, and Representatives Reed and Cunningham. These 
bills would afford to an innocent purchaser of fungible goods, bought in the ordi- 
nary course of business from a warehouseman engaged in the business of buying 
and selling such goods, an opportunity to defend acainst claims of Commodity 
Credit Corporation by sustaining the burden of proof that he purchased the goods 
for value, in good faith, and that he neither knew nor had reason to know that the 
warehouseman had no right to sell the goods. 

The first point I would like to discuss is the criticism that the bill would nullify 
certain traditional American legal principles. That it would have that effect in 
the limited circumstances described in the bill is admitted. It is submitted, 
however, that all legislation changes existing law and procedures—otherwise 
there would never be any need for legislation—that any proposed legislation 
should be considered on its merits, and that if equity and good conscience require 
that tradition be upset, then upset it must be. 

The established American rule that an innocent purchaser of goods can acquire 
no better title than that of the seller is a harsh and inequitable rule when applied 
to fungible goods purchased from a dealer in such goods. It is contrary to the 
English law, although English law is basically the source of our system of juris- 
prudence. It has been justly critized by many American courts but nevertheless 
survives on the basis of precedent. The inequity of this rule is recognized in the 
Uniform Commercial Code, which has been approved by the American Law 
Institute, the National Conference of Commissioners on Uniform State Laws, 
and the house of delegates of the American Bar Association, has been adopted in 
at least one State, and is under consideration in others. This code would extend 
to innocent purchasers of fungible goods purchased from a warehouseman engaved 
in the business of buying and selling such goods an opportunity to defend on the 
ground of innocence against claims of any holder of a warehouse receipt covering 
such goods, 

The inequity of the American rule is readily apparent. Fungible goods are not 
identifiable and one who stores such goods with a dealer invests the dealer with 
apparent title, thus making it possible for him to defraud innocent purchasers. 
If 1 of 2 innocent persons—the owner and the innocent purchaser—is to suffer, 
traditional equitable principles would throw the loss on the person who made 
the ort open but in this particular field these equitable principles have been 
neglected. In these cases it is the owner of the goods who stores them in the 
warehouse of a dealer, thus giving the dealer the opportunity to accomplish the 
fraud, who makes it possible for the loss to occur. It will be noted that the situa- 
tion is not analogous to a case in which a thief steals the property of a person 
with whom he has had no business dealings. In the latter case the owner has not 
voluntarily taken any action which creates an opportunity for a loss to occur. 

The second point I wish to discuss is the suggestion that this bill would en- 
courage collusion between a defaulting warehouseman and a purchaser. Upon 
analysis this appears unlikely. Collusion and conspiracy may occur from time to 
time whether or not this bill is passed, but not as a result of the bill. 

The bill has reference only to certain sales of fungible goods of Commodity 
Credit Corporation to buyers in good faith ‘“‘who did not know or have reason to 
know of any defect in the warehouseman’s authority to sell.” This language 
familiar in the law and adequately describes an innocent purchaser, and it 8 
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traditionally accepted as not offering inducement to one who is not an innocent 
purchaser to conspire with a scller. Such purchaser would still be liable for the 
value of the goods. The sole purpose of the proposed legislation is to provide an 
innocent purchaser with the opportunity to defend on the ground of his innocence. 
The burden of proving such innocence would be on him. The bill would not relieve 
a purchaser of any criminal penalties for collusion or conspiracy with the defaulting 
warehouseman. And, of course, the bill would not relieve the defaulting ware- 
houseman of any civil or criminal responsibilities. 

The third point upon which I wish to comment is the objection that this bill 
would deprive Commodity Credit Corporation of remedies that would still be 
available to other owners of fungible goods. To a certain extent that is true, 
but upon analysis the objection does not appear to be valid. 

In the first place it is fitting that the Federal Government take the lead in 
effecting a long needed change in the law. It should not be the policy of Govern- 
ment to oppress innocent citizens. The Government has here the opportunity to 
abandon a harsh rule insofar as its own transactions are concerned. Such action 
might even encourage the States to follow with similar legislation of general 
— 

urthermore, Commodity Credit Corporation has a distinct advantage in this 
type of situation over other owners of grain, as follows: 

1. Under its charter, and under its uniform storage agreements, it has 
broad powers to inspect, investigate, and otherwise police its warehouse- 
man—powers which are not available to ordinary holders of warehouse 
receipts. 

2. Tt is subject only to the 6-year statute of limitations provided in its 
charter, whereas other claimants are subject to the applicable statute of 
limitations of a particular State, which in some States is as short as 2 years. 

3. Enjoying the immunities of the United States, it is not subject to 
estoppels and equitable defenses which may be raised by innocent purchasers 
against ordinary claimants. 

4. Enjoying the priorities of the United States, it has priority over other 
claimants with respect to claims against decedents, insolvents, and other 
debtors. 

5. Being an arm of the Government, it is not bound by the unauthorized 
acts of its agents even though they are invested with apparent authority to 
act. 

6. Finally, the advent of Commodity Credit Corporation as the dominant 
owner of grain in store, the magnitude of its holdings, and the consequent 
difficulty of maintaining close supervision over all warehousemen has un- 
doubtedly contributed to many conversions, resulting in an unprecedented 
number of claims against innocent third persons. 

In conclusion, I would like to suggest that the prevailing rule presents practical 
problems which could seriously affect the national economy. For example, 
millers purchase grain on the open market whenever needed, at going market 
prices, often without any wav of determining the origin of the grain. Until the 
Commodity Credit Corporation became the dominant owner and storer of grain 
most millers never experienced a claim of adverse ownership to grain purchased 
by them. The fact that numerous claims are now being prosecuted by Com- 
moditv is becoming well known. Flour millers as well as other buyers of grain 
are becoming aware of the dangers. It is not too fanciful to predict that unless 
this situation is remedied, large users of grain and other purchasers in terminal 
markets eventually will refuse to purchase from any seller, other than Com- 
modity Credit Corporation, who does not have the highest credit rating or who 
cannot furnish full coverage by bond. The effect of such a development on the 
country elevator operator and the farmer and producer is obvious. However, 
an attorney cannot under present law advise a client of any other safe procedure 
in buying grain, 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to, be omitted is enclosed in black 
brackets, new matter is printed in italics, and existing law in which 
no change is proposed is shown in roman): 


74008°—57 H. Rept., 84-1, vol. 2——35 
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Commopity Crepir CorroraTION CHARTER AcT 
* * * * * * * 
Sec. 19. Rerease or Innocenr Porcnasers or Convertep Goops.—A 


buyer in the ordinary course of business of fungible goods heretofore or hereafter sold 
and physically delivered by a warehouseman on was also in the business of buying 
and selling such goods shall take or be deemed to have taken such goods free of any claim, 
existing or hereafter arising, by Commodity Credit Corporation, based on the want of 
authority in the warehouseman to sell such goods, provided the buyer purchased such 
goods for value in good faith and did not know or have reason to know of any defect in 
the warehouseman’s authority to sell such goods. 
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ABOLISHING THE OLD KASAAN NATIONAL MONUMENT, 


ALASKA 





Marcu 8, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enews, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 4046] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4046) to abolish the Old Kasaan National 
Monument, Alaska, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 


that the bill do pass. 
EXPLANATION OF THE BILL 


This bill would abolish the Old Kasaan National Monument in 
the Tongass National Forest, Alaska, and provide for administration 
of the lands contained therein as a part of the national forest. It was 
introduced as the result of an executive communication from the De- 
partment of the Interior. 

Old Kasaan National Monument, containing approximately 38 
acres of land, was established by an Executive order of October 25, 
1916 (39 Stat. 1812). It was ordered set aside as a national monu- 
ment at that time so that remnants of an ancient aboriginal Indian 
village might be preserved. This village had been abandoned in 1900, 
the inhabitants having moved to a nearby cannery site. Remaining 
were some houses, totem poles, and a burial ground. 

In more than 38 years, funds have never been made available for 
administration of the area as a national monument. The Department 
of the Interior advises that the structures have largely disintegrated 
and that the area is no longer suitable for retention in the national 
park system. The Department of the Interior therefore recommends 
that the lands be returned to the national forest which completely 


surrounds them. 
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2 ABOLISH THE OLD KASAAN NATIONAL MONUMENT, ALASKA 


An identical bill, H. R. 7912, passed the House last Congress but 
failed to secure Senate action before adjournment. The Department 
of Agriculture, in its report on H. R, 7912, stated that remaining 
evidences of the former native occupancy should be protected if the 
land were returned to national forest status. 

The executive communication from the Department of the Interior 
and the aforementioned report of the Department of Agriculture are 
as follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 9, 1956. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr, Speaker: Enclosed is a draft of a proposed bill to abolish 
the Old Kasaan National Monument, Alaska, and for other purposes. This 
would provide for the abolishment of the national monument and administration 
of the lands as a part of the Tongass National Forest. 

We shall appreciate the reference of this proposed bill to the appropriate com- 
mittee for consideration. We recommend that it be enacted. 

Old Kasaan National Monument was established by proclamation of the 
President on October 25, 1916 (39 Stat. 1812). The purpose of the monument 
was to preserve certain historic aboriginal ruins of the former Haida Indian 
village, known as Old Kasaan, situated upon public lands of the United States 
on Prince of Wales Island within the Tongass National Forest. We have reached 
the conclusion that the national monument should be abolished because we feel 
the area is no longer suitable for retention in the national park system. No 
funds have been made available for its administration, and our field studies 
and investigations disclose that the ruins in the area, which include totem poles, 
grave houses, and monuments, as well as portions of the original framework of 
buildings, have largely disintegrated due to the wet, humid climate of south- 
eastern Alaska. Reconstruction of these features or their preservation in that 
climate would be extremely costly and we believe would not be justified. In 
these circumstances, we recommend that the lands be returned to national 
forest administration as provided under the terms of the enclosed draft of bill. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this proposed legislation. 

Sincerely yours, 
OrmE Lewis, 
Assistant Secretary of the Interior. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., June 16, 1954. 
Hon. A. L. MI.ier, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


Dear ConcressMAN Miuer: This is in response to your-recent request for 
a report by this Department on H. R. 7912, a bill to abolish the Old Kasaan 
National Monument, Alaska, and for other purposes. 

H. R. 7912 would abolish the Old Kasaan National Monument, which is within 
the Tongass Nationa! Forest in Alaska, and would direct the lands thereafter to 
be administered as part of the national forest. The Old Kasaan National Monu- 
ment was established by proclamation of the President on October 25, 1916 (39 
Stat. 1812). All of the 38 acres of this monument are within the boundaries of 
the Tongass National Forest. By the terms of the proclamation, creation of the 
monument did not extinguish the area’s national forest status, but merely super- 
imposed the monument status. Since 1933 the monument has been under the 
jurisdiction of the National Park Service, Department of the Interior. 

The Old Kasaan National Monument includes the site of a village built several 
generations ago by the Haida Indians. Descendants of the original inhabitants 
of the village now reside principally at a new village of Kasaan about 12 miles 
from the monument area. ‘The purpose of the national monument was to preserve 
certain buildings, totem poles, grave houses, and other ruins of early Haida culture 
contained in the Indian village. 
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ABOLISH THE OLD KASAAN NATIONAL MONUMENT, ALASKA 3 


The totem poles formerly at Old Kasaan have been removed to the new village 
orelsewhere. Fire and weathering have largely destroyed the buildings and other 
— ruins and the site is reverting to forest. Reconstruction would be 
costly. 

On February 8 the Department of the Interior, with the approval of the Bureau 
of the Budget, recommended this bill to the Congress. The national monument 
appears to serve no essential purpose at the present time, and the lands could be 
administered as part of the national forest without additional cost to this Depart- 
ment. Since the tract is completely surrounded by national forest, abolishment 
of the national monument and continuation of national forest status would be 
logical. National forest uses, such as logging, could be controlled so as to protect 
remaining evidences of the former native occupancy. 

Since legislation is necessary to abolish the national monument, this Department 
would interpose no objection to enactment of H. R. 7912. 

The Bureau of the Budget advises that from the standpoint of the program of 
the President there is no objection to the submission of this report. 

Sincerely yours, 
True D. Morsg, Acting Secretary. 


In reporting this bill, the committee emphasizes that the area, 
although established as a national monument, has never been ad- 
ministered as one. The committee joins with the Departments of 
Interior and Agriculture in believing that the public interest can best 
be served by restoring the lands to the Tongass National Forest, and 
unanimously recommends the enactment of H. R. 4046. 


CHANGES IN EXISTING LAW 


In compliance with clause 3, rule XIII of the rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


ExEcuTIvE PROCLAMATION OF OcToBER 25, 1916 (39 Srar. 1812) 


(Wuereas, certain historic aboriginal ruins of the former Haida Indian village 
known as “Old Kasaan’’, situated upon public lands of the United States, on 
Prince of Wales Island, within the Tongass National Forest, in the Territory of 
Alaska, are of unusual ethnologic, scientific, and educational interest, as repre- 
senting a distinctive type of aboriginal American civilization, the vestiges of 
which are rapidly disappearing, and it appears that the public interests would be 
promoted by reserving these ruins, with as much land as may be necessary for the 
proper protection thereof, as a National Monument; 

Now, therefore, I, Wooprow Witson, President of the United States of 
America, by virtue of the power in me vested by section two of the Act of Congress 
approved June 8, 1906, entitled ‘“‘An Act for the Preservation of American Antiq- 
uities’”, do proclaim that there is hereby reserved from appropriation and use 
of all kinds under all of the public land laws, subject to all prior valid adverse 
claims, and set apart as a National Monument, all that certain tract of land, in 
the Territory of Alaska, shown as the Old Kasaan National Monument on the 
diagram forming a part hereof. 

{The reservation made by this proclamation is not intended to prevent the use 
of the land for forest purposes under the proclamation establishing the Tongass 
National Forest. The two reservations shall both be effective on the land 
withdrawn, but the National Monument hereby establised shall be the dominant 
reservation, and any use of the land which interferes with its preservation or 
protection as a National Monument is hereby forbidden. 

{Warning is hereby given to all unauthorized persons not to appropriate, injure 
remove, or destroy any feature of this National Monument, or to locate or settle 
on any of the land reserved by this proclamation. 

{IN wITNEss WHEREOF, I have hereunto set my hand and caused the seal of the 
United States to be affixed. 

[Done at the City of Washington this twenty-fifth day of October, in the 
year of our Lord one thousand nine hundred and sixteen, and of the Independence 
of the United States the one hundred and forty-first. 

Wooprow Witson) 


O 
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PROVIDING RELIEF FOR CERTAIN MEMBERS OF THE 
ARMED FORCES IN CONNECTION WITH THE SHIP- 
MENT OF HOUSEHOLD GOODS FROM OVERSEAS 





Marcu 8, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Duruam, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 2121) 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2121) to provide for the relief of certain members of the Armed 
Forces who were required to pay certain transportation charges cov- 
ering shipment of their household goods and personal effects upon 
return from overseas, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this proposed legislation is to afford relief for certain 
military personnel who, on their return from an overseas or Alaskan 
tour of duty, were charged with transportation, packing, crating, tem- 
porary storage, drayage, and unpacking of household goods and per- 
sonal effects for poundage in excess of 9,000 pounds net. Certain 
provisions of the Joint Travel Regulations covering weight limitations 
on shipments of household goods, established pursuant to the Career 
Compensation Act of 1949, were limited by the Appropriation Acts of 
1953 and 1954. 


LIMITATIONS IN APPROPRIATIONS ACTS 


Section 632 of Public Law 488, 82d Congress (Department of De- 
fense Appropriation Act, 1953) provides that no part of any appro- 
priation contained in that act shall be available to expense of trans- 
portation, packing, crating, temporary storage, drayage, and unpack- 
ing of household goods and personal effects in excess of an average of 
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5,000 pounds net, such average to be based on the total number of 
shipments authorized for permanent change of station during the 
previous fiscal year but not exceeding 9,000 pounds net in any one 
shipment. Section 629 of Public Law 179, 83d Congress (Department 
of Defense Appropriation Act, 1954), while retaining the weight limita- 
tions of 5,000 and 9,000 pounds net, differs from section 632 of Public 
Law 488, 82d Congress, in that the qualification as to average, 


such average to be based upon the total number of shipments authorized for 
permanent change of station during the previous fiscal year, 


is omitted. Further, the limitations imposed in section 629 are not— 


applicable in the case of members transferred to or serving in stations outside the 
continental United States or in Alaska under orders relieving them from a duty 
station within the United States prior to July 10, 1952, and who are returned to 
the United States under orders relieving them from a duty station beyond the 
United States or in Alaska on or after July 1, 1953. 


In other words, personnel who meet the above-stated requirements 
will not be affected by the 5,000- or 9,000-pound limitations but are 
limited by the provisions of the Joint Travel Regulations established 
in accordance with the Career Compensation Act of 1949. 

































REMOVAL OF INEQUITIES 





While section 629, Public Law 179, 83d Congress, offers relief not 
afforded in section 632, Public Law 488, 82d Congress, certain inequi- 
ties have arisen from its application. This proposal would remove 
these inequities. Under section 629 personnel who complete their 
overseas or Alaskan tour and return to the States under orders 
felieving them from duty on July 1, 1953, are protected under the 
saving provision of that section; personnel who were ordered overseas 
prior to July 10, 1952, but who returned on June 30, 1953, or earlier, 
are not so protected. In the first case, the transportation, crating, 
and so forth (if within the limiting provisions of the Joint Travel 
Regulations), are paid for by the Government; in the second case the 
individual must reimburse the Government for poundage in excess of 
9,000 pounds net. The individual required to make such reimburse- 
ment had, in good faith, shipped household goods to the overseas or 
Alaskan theater in accordance with Joint Travel Regulations then in 
effect. In some cases personnel for whom relief is sought are members 
of the Reserve who were recalled to active duty, had their household 
goods shipped at Government expense, were led to believe the return 
shipment would be at Government expense, and have since been 
called upon to defray part of the cost of the return shipment when 
being returned to an inactive duty status. 













INTRATHEATER MOVES 


While the military departments have not considered the 9,000-pound 
limitation to be applicable to intratheater moves of personnel who 
were not subject to the limitation on their overseas shipment, the 
proposal does expressly exempt such moves from the limitation. 


NUMBER OF PERSONNEL AFFECTED 


It is estimated that the Army has approximately 500 cases which 
would fall within the provisions of this legislation; the Navy 130 
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cases, the Air Force 50 cases, and the Marine Corps only a few cases. 
It would appear that the average payment would approximate $100. 
The committee received no information which would indicate that any 
individual or small groups of individuals would receive extensive 
reimbursement under this bill. 


FISCAL DATA 


Enactment into law of H. R. 2121 will involve the expenditure of 
$68,500 of Federal funds. 


DEPARTMENTAL DATA 


The proposed legislation is recommended by the Department of 
Defense and has received the approval of the Bureau of the Budget, 
as is evidenced by the letter of the Secretary of the Air Force, dated 
January 3, 1955, which letter is hereto attached and made a part of 
this report. 


DEPARTMENT OF THE ArR Force, 
OFFICE OF THE SECRETARY, 
Washington, January 8, 1955. 
Hon. Sam RAYBURN, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
provide for the relief of certain members of the Armed Forces who were required 
to pay certain transportation charges covering shipment of their household goods 
and personal effects upon return from overseas, and for other purposes. 

This proposal is a part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Air Force has been designated as the respresentative of the 
Department of Defense for this legislation. It is reeommended that this proposal 
be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to afford relief for certain military 
personnel who, on their return from an overseas or Alaskan tour of duty, were 
charged with transportation, packing, crating, temporary storage, drayage, and 
unpacking of household goods and personal effects for poundage in excess of 9,000 
pounds net. 

Certain provisions of the joint travel regulations covering weight limitations 
on shipments of household goods, established pursuant to the Career Compensa- 
tion Act of 1949, were limited by the Appropriation Acts of 1953 and 1954. 

Section 632 of Public Law 488, 82d Congress (Department of Defense Appropria- 
tion Act, 1953) provides that no part of any appropriation contained in that act 
shall be available to expense of transportation, packing, crating, temporary 
storage, drayage, and unpacking of household goods and personal effects in excess 
of an average of 5,000 pounds net, such average to be based on the total number of 
shipments authorized for permanent change of station during the previous fiscal 
year but not exceeding 9,000 pounds net in any one shipment. 

Section 629 of Public Law 179, 88d Congress (Department of Defense Appro- 
priation Act, 1954), while retaining the weight limitations of 5,000 and 9,000 
pounds net, differs from section 632 of Public Law 488, 82d Congress, in that 
the qualification as to average, ‘‘such average to be based upon the total number 
of shipments authorized for permanent change of station during the previous 
fiscal year,’ is omitted. Further, the limitations imposed in section 629 are 
not “applicable in the case of members transferred to or serving in stations 
outside the continental United States or in Alaska under orders relieving them 
from a duty station within the United States prior to July 10, 1952, and who are 
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returned to the United States under orders relieving them from a duty station 
beyond the United States or in Alaska on or after July 1, 1953.” In other words, 
personnel who meet the above-stated requirements will not be affected by the 
§,000- or 9,000-pound limitations but are limited by the provisions of the Joint 
Travel Regulations established in accordance with the Career Compensation Act 
of 1949. 

While section 629, Public Law 179, 83d Congress, offers relief not afforded in 
section 632, Public Law 488, 82d Congress, certain inequities have arisen from 
its application. This proposal would remove these inequities. Under section 
629 personnel who complete their overseas or Alaskan tour and return to the 
States under orders relieving them from duty on July 1, 1953, are protected 
under the saving provision of that section; personnel who were ordered overseas 
prior to July 10, 1952, but who returned on June 30, 1953, or earlier, are not so 
protected. In the first case, the transportation, crating, etc. (if within the limiting 
provisions of the Joint Travel Regulations), are paid for by the Government; 
in the second case, the individual must reimburse the Government for poundage 
in excess of 9,000 pounds net. The individual required to make such reimburse- 
ment had, in good faith, shipped household goods to the overseas or Alaskan 
theater in accordance with Joint Travel Regulations then in effect. In some cases 
personnel for whom relief is sought are members of the Reserve who were recalled 
to active duty, had their household goods shipped at Government expense, 
were led to believe the return shipment would be at Government expense, and 
have since been called upon to defray part of the cost of the return shipment when 
being returned to an inactive duty status. Actions of this nature lend support 
to the charge that the services are constantly changing the conditions of service 
from those in effect at the time military personnel came on active duty. 

While the military departments have not considered the 9,000-pound limitation 
to be applicable to intratheater moves of personnel who were not subject to the 
limitation on their overseas shipment, the proposal does expressly exempt such 
moves from the limitation. 


LEGISLATIVE REFERENCES 


A similar proposal was submitted to the 83d Congress on May 26, 1954, as a 
part of the Department of Defense legislative program for 1954, and was intro- 
duced as 8. 3575, but no further action was taken thereon. 


COST AND BUDGET DATA 


It is estimated that the enactment of this proposal will result in an increased 
cost to the Army of $50,000 and to the Navy of $13,000 for fiscal year 1956. 
These amounts can be absorbed within funds appropriated for such purpose. 

Sincerely yours, 


Haro.tp E. Tasorr. 


0 
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AUTHORIZING AERONAUTICAL RESEARCH FACILITIES 
FOR THE NATIONAL ADVISORY COMMITTEE FOR 
AERONAUTICS 





Marca 8, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Duruam, from the Committee on Armed Services, submitted 
the following 


REPORT 


{To accompany H. R. 3761] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3761) to promote the national defense by authorizing the 
construction of aeronautical research facilities by the National Advi- 
sory Committee for Aeronautics, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

FUNCTION OF THE NACA 


The National Advisory Committee for Aeronautics is the principal 
governmental scientific laboratory research organization in the field 
of aeronautics. It was established in 1915 by the Congress. 

Its main committee has 17 members appointed by and reporting 
to the President. These members serve without pay and operate 
like a board of directors, establishing policy and planning the research 
programs to be followed by the some 7,000 civil-service personnel 
who make up the technical and administrative staff of the NACA. 


CONSTRUCTION AUTHORIZED BY BILL 


The bill would authorize the construction at Lewis Flight Pro- 
pulsion Laboratory, Cleveland, Ohio, of a component research facility 
for nuclear propulsion. The flight range of a chemically fueled air- 
plane is limited by its fuel-carrying capacity. The use of nuclear 
energy offers the possibility of a flight range limited only by the me- 
chanical endurance of the airplane and the physical endurance of its 
crew. A number of research problems must be solved to obtain this 
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performance. Some of these problems are related to the reactor 
component itself, and others are concerned with the effects of radiation 
on structural materials, moderators, coolants, fuel materials, and air- 
craft instruments and equipment. In order to attack and solve these 
er a0 systematically, specialized research apparatus housed in 

uildings designed for the purpose, and located in a suitable area, 
must be provided. Such a facility, including reactor handling and 
control equipment, a shop, offices, water purification and storage tanks, 
and appropriate utilities is covered by this project. The acquisition 
of land needed for this facility is also authorized. 


FISCAL DATA 


Enactment into law of H. R. 3761 would involve the expenditure of 
$4,850,000. 



























DEPARTMENTAL DATA 





The proposed legislation was a portion of a program recommended 
by NACA which has received the approval of the Bureau of the 
Budget. The construction authorized by this bill was deleted from 
H. R. 2581, 84th Congress, in order that it might receive further 
consideration. The letter of the Executive Secretary of the National 
Advisory Committee for Aeronautics, recommending the 1956 con- 
struction program and indicating the approval of the Bureau of the 
Budget, follows hereafter and is made a part of this report. 





Natronat Apvisory CoMMITTEE FOR AERONAUTICS, 
Washington, D. C., January 18, 1955. 
Hon. Sam Rayrpurn, 
Speaker of the House of Representatives, 
United States House of Representatives, Washington, D. C. 


Srr: The National Advisory Committee for Aeronautics respectfully submits 
for your consideration a draft of proposed bill to promote the national defense by 
authorizing the construction of aeronautical research facilities and the acquisition 
of land by the National Advisory Committee for Aeronautics necessary to the 
effective prosecution of aeronautical research, 

The purpose of the proposed legislation is to provide legislative authorization 
for the Committee’s 1956 construction program as approved by the Bureau of 
the Budget for inclusion in the President’s budget for the fiscal year 1956. 

The NACA has been authorized by the Bureau of the Budget to submit this 
proposed legislation to the Congress. It is respectfully requested that it be 
introduced in the 84th Congress. 

Sincerely yours, 
J. F. Victory, Executive Secretary. 
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AUTHORIZING THE COMMITTEE ON THE JUDICIARY TO 
CONDUCT STUDIES AND INVESTIGATIONS RELATING 
TO MATTERS WITHIN ITS JURISDICTION 





Marcu 8, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Detaney, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 22] 


The Committee on Rules, having had under consideration House 
Resolution 22, report the same to the House with the recommendation 
that the resolution do pass, with the following amendments: 

Strike all after the resolving clause and in lieu thereof insert the 
following: 


That the Committee on the Judiciary, acting as a whole or by subcommittee, 
is authorized and directed to conduct full and complete investigations and studies 
a to the following matters coming within the jurisdiction of the committee, 
namely— 

“(1) relating to the administration and operation of general immigration 
and nationality laws and the administrative operations under the Refugee 
Act of 1953, as amended, including such activities of the Intergovernmental 
Committee for European Migration which affect immigration in the United 
States; or involving violation of the immigration laws of the United States 
through abuse of private relief legislation; 

(2) involving claims, both public and private, against the United States; 

(3) involving the operation and administration of national penal institu- 
tions, including personnel and inmates therein; 

(4) relating to judieial proceedings and the administration of Federal 
courts and personnel thereof, including local courts in Territories and pos- 
sessions; 

(5) relating to the operation and administration of the antitrust laws, 
including the Sherman Act, the Clayton Act, and the Federal Trade Com- 
mission Act. 

Provided, That the committee shall not undertake any investigation of any 
subject which is being investigated by any other committee of the House. 

The committee shall report to the House (or to the Clerk of the House if the 
House is not in session) as soon as practicable during the present Congress the 
results of its investigation and study, together with such recommendations as it 
deems advisable. 

For the purpose of carrying out this resolution the committee or subcommittee 
is authorized to sit and act during the present Congress at such times and places 
within the United States, whether the House is in session, has recessed, or has 
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adjourned, to hold such hearings and to require, by subpena or otherwise, the 
attendance and testimony of such witnesses and the production of such books, 
records, correspondence, memoranda, papers, and documents, as it deems neces- 
sary. Subpenas may be issued under the signature of the chairman of the com- 
mittee or any member of the committee designated by him, and may be served 
by any person designated by such chairman or member. 


Amend the title so as to read: 


Resolution authorizing the Committee on the Judiciary to conduct studies and 
investigations relating to certain matters within its jurisdiction. 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 
Ist Session No. 159 





AMENDING THE RULES OF THE HOUSE OF REPRESENT- 
ATIVES TO PROVIDE FOR A CODE OF FAIR PROCEDURE 
FOR COMMITTEES 





Marcu 8, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Smirtu of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 1511 


The Committee on Rules, having had under consideration House 
Resolution 151, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF H. R. 4720 





Marcu 9, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 169] 


The Committee on Rules, having had under consideration House 
Resolution 169, report the same to the House with the recommendation 
that the resolution do pass. 
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84TH CONGRESS ! HOUSE OF REPRESENTATIVES | Report 


Ist Session No. 196 





AUTHORIZING ARMED FORCES PERSONNEL TO PARTICIPATE IN 
PAN-AMERICAN AND OLYMPIC GAMES AND CERTAIN OTHER 
INTERNATIONAL AMATEUR SPORTS COMPETITIONS 





Marcu 10, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Brooxs of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


(To accompany H. R. 3014] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3014) to authorize personnel of the Armed Forces to train for, 
attend, and participate in the Second Pan-American Games, the 
Seventh Olympic Winter Games, Games of the XVI Olympiad, future 
Pan-American Games and Olympic Games, and certain other inter- 
national amateur sports competitions, and for other purposes, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

On page 2, line 9, following (b) strike the word ‘“The”’ and insert in 
lieu thereof the following: 

Subject to the limitations contained in section 3 of this Act the 

Strike section 3 and add a new section 3 as follows: 

Sec. 3. (a) There may be expended, for the participation of members of the 
Army, Navy, Air Force, and Marine Corps in the activities covered by this Act, 
not more than $800,000 during each four-year period beginning on the date of 
enactment of this Act, to be apportioned among the military departments as 
prescribed by the Secretary of Defense. 

(b) There may be expended, for the participation of members of the Coast 
Guard in the activities covered by this Act, not more than $100,000 during each 
four-year period beginning on the date of enactment of this Act. 

(c) Appropriations available to the Department of Defense and the Department 
~ ag  aamataaile as the case may be, may be utilized to carry out the purposes of 

is Act. 
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2 ARMED FORCES PERSONNEL IN PAN-AMERICAN AND OLYMPIC GAMES 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize participation of personnel 
of the Armed Forces of the United States in international amateur 
sports competitions. 

The act of July 1, 1947 (Public Law 159, 80th Cong. ; 61 Stat. 243) 
authorizes participation in Olympic Games by the Armed Forces 
but does not authorize any expenditures therefor. The instant bill, 
in addition to affording the necessary expenditure authorization for 
the Olympic Games, broadens the authority for military personnel of 
the United States to train for and participate in the Second Pan- 
American Games, the Seventh Olympic Winter Games, Games of 
the XVI Olympiad, future Pan-American Games and Olympic Games, 
and certain other international sports competitions if the Secretary 
of State determines that the interests of the United States will be 
served by participation therein. 

Physical fitness activities are a regular and necessary part of the 
military training programs. The Department of Defense maintains 
that competitive athletic activities are conducive to, and are helpful 
in, keeping our military manpower mentally alert and physically 
strong. In view of our military interests in athletic activities and 
competitive sports, it appears that the Department of Defense should 
be authorized and encouraged to give active support to those inter- 
national sports competitions in which the United States desires to 
be represented. 

In the past the United States has achieved a position of prominence 
in international amateur sports competitions through the excellence 
and sportsmanship of its young men and women. Many of these 

oung men and women are now performing service in the Armed 
Fortes of this country. There is no sound reason why those persons 
who are now in military service and who are excellent athletes should 
be denied an opportunity to compete as representatives of this country 
in international sports competitions. 

The committee is of the opinion that the authority granted in this 
bill would contribute to the demonstration of American standards of 
sportsmanship and fair play to the peoples of the world and that this 
action may enhance our efforts for world peace. 

The expenditure of funds that would be authorized by this measure 
is for the purpose of preliminary training, equipping, and tryout costs 
that are generated within the Armed Forces. After a military athlete 
has been selected for a team representing the United States in inter- 
national sports competitions he will be equipped, transported, and 
subsisted by the sponsoring agency (e. g., the United States Olympic 
Committee) in the same manner as are civilian members of the team. 


EXPLANATION OF AMENDMENTS 


The amendments establish a limitation of $800,000 during each 
4-year period beginning on the date of enactment of this act, to be 
apportioned among the 3 military departments by the Secretary of 
Defense and a limitation of $100,000 during each 4-year period dating 
from this act for participation by members of the Coast Guard. 
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COST DATA 


The maximum that can be expended for the purpose of this bill 
within any 4-year period is $900,000, which averages $225,000 per 
year. Appropriations available to the Department of Defense and 
the Department of the Treasury are authorized to be utilized to carry 
out the purposes of this bill. 


DEPARTMENTAL RECOMMENDATIONS 


This bill as amended is recommended by the Department of Defense 
and the Department of the Treasury, as is evidenced by letters from 
the Acting Secretary of the Air Force and the Acting Secretary of the 
Treasury, which appear below and are hereby made a part of the 
report. 


DEPARTMENT OF THE Arr Force, 
OFFICE OF THE SECRETARY, 
Washington, February 7, 1955. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, 


Dear Mr. CuatrMan: I refer to your request to the Secretary of Defense for 
the views of the Department of Defense with respect to H. R. 3014, a bill to 
authorize personnel of the Armed Forces to train for, attend, and participate 
in the Second Pan-American Games, the Seventh Olympic Winter Games, Games 
of the XVI Olympiad, future Pan-American Games and Olympic Games, and 
certain other international amateur sports competitions, and for other purposes. 
The Secretary of Defense has assigned to the Department of the Air Force the 
responsibility for providing your committee with a report on this legislation on 
behalf of the Department of Defense. 

The purpose of H. R. 3014 is to amend the act of July 1, 1947 (Public Law 159, 
80th Cong.; 61 Stat. 243). Public Law 159, 80th Congress, is the present authority 
for participation in Olympic Games by the Armed Forces. When Public Law 159, 
80th Congress, was enacted the Air Force was not a separate service, however, 
the Judge Advocate General of the Air Force believes that Public Law 159, 80th 
Congress, is applicable to the Air Force by reason of the provisions of the National 
Security Act of 1947, as amended, and therefore does authorize the Secretary of 
the Air Force to permit participation of Air Force personnel in the Olympic Games. 
However, neither Public Law 159 nor current appropriation acts afford the neces- 
sary expenditure authorization. 

During the 82d Congress the Department of Defense sponsored legislation 
similar to H. R. 3014. This legislation was introduced as H. R. 1184 and 8. 317, 
82d Congress. These bills were not enacted and were not carried over to the 
Department of Defense legislative program for the 83d Congress because the 
question would not arise until the next holding of the Olympic Games. 

Section 2 (a) of H. R. 3014 would provide the Secretaries of the services con- 
cerned with authority to permit personnel of the Armed Forces to train for, 
attend, and participate in the coming Pan-American and Olympic Games. It 
would also authorize participation in future Pan-American and Slevadis Games 
and certain other international amateur sports competitions. The extension of 
participation authority to Pan-American Games and other international sports 
competitions has become a necessity for full participation in and selection of top 
athletes to represent our country in the Olympiad. 

Section 2 (b) of H. R. 3014 would provide authority for the Secretary concerned 
to spend funds and acquire and utilize such supplies, material, and equipment as 
he determines necessary to provide training of Armed Forces personnel for these 
competitions. 

Section 3 of H. R. 3014 would provide authority for the utilization of appro- 
priations available to the gp ages of Defense necessary to carry out the 
or of the act. While the present basic authority, i. e. Public Law 159, 


Congress, authorized expenses in amounts not to exceed $75,000 for the 
Army and $50,000 for the Navy for training, attendance and participation in the 
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Seventh Winter Sports Olympic Games and the XIV Olympic Games, it did not 
provide authority for expenditure of appropriated funds in connection with train- 
ing for and participation in future Olympic Games. H. R. 3014 provides the 
necessary authorization on a continuing basis. 

Participation in the Olympic Games by members of the Armed Forces has been 
traditional. The Department of the Army has been represented by many out- 
standing athletes during its participation over a period of more than 50 years. 
Participation in Olympic Games encourages athletic participation at all levels 
which in turn improves the physical stamina of the Armed Forces. It contributes 
to esprit de corps and reflects credit upon character, prowess, and sportsmanship 
of competing personnel. 

H. R. 3014 weuld provide proper authority for and authorize the use of appro- 
priated funds for participation in future Ms Te Games. The Department of 
Defense strongly recommends enactment ef H. R. 3014. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Haroutp E. Tarsorr. 


Fesruary 18, 1955. 
Hon. Cart VINSON, 


Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHatrMANn: Reference is made to the verbal request of Sub- 
committee No. 1 of the Committee on Armed Services for the views of the Treasury 
Department with respect to H. R. 3014, to authorize personnel of the Armed 
Forces to train for, attend, and participate in the Second Pan-American Games, 
the Seventh Olympie Winter Games, Games of the XVI Olympiad, future Pan- 
American Games and Olympie Games, and certain other international amateur 
sports competitions, and for other purposes. 

The purpose of H. R. 3014 is to authorize the Secretary of Defense and the 
Secretary of the Treasury with respect to the Coast Guard, to (1) permit personnel 
of the Armed Forces to train for and participate in Olympic and other interna- 
tional games, and (2) expend funds for training, transportation, and purchase of 
necessary equipment required incident to such training and participation. 

It is understood that section 3 of the bill will be amended by Subcommittee 
No. 1 to impose a monetary limitation on expenditures to carry out the purposes 
of the bill if enacted—the limitation to be $800,000 for the Department of Defense, 
and $100,000 for the Treasury Department, for a 4-year period. The Treasury 
Department favors the enactment of H. R. 3014 with this proposed amendment. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 


Very truly yours, M 
. B. Fotsom, 
Acting Secretary of the Treasury. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel pages the 
text of provisions of existing laws which will be repealed or amended 
by the various provisions of the bill (left page) and the provisions 
of the bill which will repeal or amend those provisions (right page): 
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EXISTING LAW 
(61 Stat. 243) 


That the Secretary of War and the 
Secretary of the Navy are hereby 
authorized to direct the training and 
attendance of personnel of the Army of 
the United States and of the naval 
service, respectively, as participants in 
the Seventh Winter Sports Olympic 
Games and the Fourteenth Olympic 
Games and future Olympic Games: 
Provided, That the Secretary of War is 
further authorized to direct the training 
and attendance of animals of the Army 
of the United States for such games: 
Provided further, That the expenses in 
amounts not to exceed $75,000 for the 
Army and $50,000 for the Navy, incident 
to the training, attendance, and par- 
ticipation in the Seventh Winter Sports 
Olympic Games and the Fourteenth 
Olympic Games, including the use of 
such supplies, material and equipment 
as in the opinion of the Secretary of War 
and the Secretary of the Navy, respec- 
tively, may be necessary, may be charged 
to the appropriations for the support 
of the Army and appropriations for the 
Navy Department and the naval 
service, respectively, for the fiscal 
years 1948 and 1949: And provided 
further, That applicable allowances 
which are or may be fixed by law 
or regulations for participation § in 
other military activities shall not be 
exceeded. 


THE BILL 


That the Act of July 1, 1947 (Public 
Law 159, Eightieth Congress; 61 Stat. 
243), is hereby amended to read as 
follows: “That as used in this Act, the 
term ‘Secretary’ means the Secretary 
of Defense, and, with respect to the 
Coast Guard when it is not operating 
as a part of the Navy, the Secretary of 
the Treasury, as the case may be. 

“Sec. 2. (a) The Secretary concerned 
is authorized to permit personnel of the 
Armed Forces to train for, attend, and 
participate in the Second Pan-American 
Games, the Seventh Olympic Winter 
Games, the Games of the XVI Olym- 
piad, future Pan-American Games and 
Olympic Games, and, if the Secretary 
of State determines that the interests of 
the United States will be served by 
participation therein, any other inter- 
national amateur sports competition. 

“(b) The Secretary concerned may 
spend such funds and acquire and utilize 
such supplies, materiel, and equipment 
as he determines to be necessary to 
provide training of personnel of the 
Armed Forces for such games, to provide 
for their attendance at and participa- 
tion in such games, and for training of 
animals of the Armed Forces for, and 
their attendance at and participation in, 
such games. 

“Sec. 3. Appropriations available to 
the Department of Defense and the 
Department of the Treasury, as the case 
may be, may be utilized to carry out the 
purposes of this Act. 

“Sec. 4. Nothing in this Act shall 
authorize the payment of allowances at 
rates in excess of those fixed for par- 
ticipation in other military or naval 
activities.” 


O 


PRAICCEMICAM LIBRARIES 


LSINMEWE SESSA WwW CPE 
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1st Session No. 197 








DISPOSITION OF SUNDRY PAPERS 





Marca 10, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Lona, from the Joint Committee on the Disposition of Executive 
Papers, submitted the following 


REPORT 


{Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Repre 
sentatives, appointed on the part of the Senate and House of Repre- 
sentatives and acting in compliance with the provisions of the act 
approved July 7, 1943 (57 Stat. 380), as amended by the act approved 
July 6, 1945 (59 Stat. 434), respectfully reports to the Senate and 
House of Representatives that it has received and examined the report 
of the Archivist of the United States No. 55-8, dated March 1, 1955, 
to the 84th Congress, Ist session, submitting the following lists or 
schedules covering records proposed for disposal by the Government 
agencies indicated: 





Job No. Agency by which submitted 1 Job No. Agency by which submitted 





II-NN A-1446...| Department of the Army. 
II-NNA-1451.. Do, 

II-NN A-1453...| Department of the Air Force. 
II-N N A-1454...| Department of the Army. 
II-NN A-1461... Do, 

II-NN A-1464_. Do 

II-NN A-1466 Do. 

II-NN A-1469 Do 

II-NNA-1474_. Do 

II-NN A-1475... Do. 

II-NNA-1479... Do. 

II-NN A-1499...| Housing and Home Finance 

Agency. 











II-NN A-1513...| Department of the Air Force. 


II-NN A-1516... 
II-NN A-1533- -- 
II-NN A-1549.-- 


II-NNA-1550... 
II-NNA-1551... 
II-NN A-1552... 


II-NNA-1553... 
TI-NNA-1554- .. 
II-NNA-1555. .- 
II-NNA-1556-.- 
II-NN A-1560... 
III-NLD-102... 





Department of the Air Force. 
Department of the Navy. 
U. 8. Atomic Energy Commis 
sion 
Department of the Air Force. 
Department of the Interior. 
U. 8. Atomie Energy Commis- 
sion. 
Do. 
Do. 
Do. 


Do. 
Department of the Treasury. 
General Services Administration. 





Your committee reports that the records proposed for disposal in 


the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 


oa 
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their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the aforementioned act, as amended. 

Respectfully submitted to the Senate and House of Representatives. 


Geo. S. Lone, 

Rosert J. Corsett, 
Members on the Part of the House. 

Ou D. Jounston, 

FRANK CARLSON, 
Members on the Part of the Senate. 
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84TH CONGRESS HOUSE OF REPRESENTATIVES | Report 





DISPOSITION OF SUNDRY PAPERS 





Marcu 10, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Lone, from the Joint Committee on the Disposition of Executive 
Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Represen- 
tatives, appointed on the part of the Senate and House of Repre- 
sentatives and acting in compliance with the provisions of the act 
approved July 7, 1943 (57 Stat. 380), as amended by the act approved 
July 6, 1945 (59 Stat. 434), respectfully reports to the Senate and 
House of Representatives that it has received and examined the 
report of the Archivist of the United States No. 55-9, dated March 4, 
1955, to the 84th Congress, Ist session, submitting the following list 
covering records proposed for disposal by the Government agency 
indicated : 

Agency by which submitted 
Job No; TI-NNASI47S 5 wooo oe. ene Selective Service System. 


Your committee reports that the records proposed for disposal in 
the said list reported by the Archivist of the United States do not have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends that 
their disposal be accomplished subject to the proviso of section 6 and 
the provisions of section 9 of the aforementioned act, as amended. 

Respectfully submitted to the Senate and House of Representatives. 

Gerorc_e 8S. Longe, 
Ropert J. CorsBert, 
Members on the Part of the House. 


Ourn D. Jounsrton, 
FRANK CARLSON, 
Members on the Part of the Senate. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 


Ist Session No. 199 





DESIGNATING MAY 1, 1955, AS LOYALTY DAY 





Marcu 10, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. J. Res. 184 


The Committee on the Judiciary, to whom was referred the joint 
resolution (H. J. Res. 184) to designate the Ist day of May 1955 as 
Loyalty Day, having considered the same, report favorably thereon 
without amendment and recommend that the joint resolution do pass. 


GENERAL STATEMENT 


The purpose of this joint resolution is to give congressional recogni- 
tion to the already existent celebration on May 1 of Loyalty Day. 
This resolution authorizes and requests the President, by proclama- 
tion, to call upon officials of the Government to display the flag of 
the United States on all Government buildings on May 1, 1955, and 
to invite the people of the United States to observe May 1, 1955, 
with appropriate ceremonies. 

Loyalty Day has been celebrated for many years in a large number 
of States, towns and villages all over the United States. In recent 
years, patriotic organizations have urged a more widespread recogni- 
tion of this day. Their efforts have met with significant success. 
The committee was advised that every year since 1950 the governors 
of 47 States have officially designated May 1, or a day proximate 
thereto, as Loyalty Day. In many places May 1 has been chosen as 
the particular day of celebration to offset the many May Day rallies 
held on May 1 under Communist auspices. On this day, there has 
been, in cities large and small, parades, rallies and other appropriate 
ceremonies far overshadowing, and sometimes completely replacing 
Communist May Day rallies. 

It should be noted that this joint resolution requests congressional 
recognition of May 1 as Loyalty Day for 1955 only. It does not pro- 
vide for such Federal action in subsequent years. 
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This resolution is identical to House Joint Resolution 118 which 
passed the House on August 10, 1954, in the 83d Congress. It was 
then referred to the Senate Committee on the Judiciary who reported 
it favorably to the Senate on August 19, 1954. This was the day before 
the Senate concluded its consideration of regular business. Conse- 
quently, there was not sufficient time to bring this resolution up for a 
vote in the Senate. 

There is no doubt of the fact that there is nationwide interest in 
favor of the designation of a special day to be observed as Loyalty Day. 
Accordingly, the Committee on the Judiciary recommends the adop- 
tion of House Joint Resolution 184 to designate May 1, 1955, as 
Loyalty Day and to authorize and request the President of the United 
States to issue an appropriate proclamation with reference thereto. 
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1st Session No. 200 











PROVIDING FOR THE RELIEF OF CERTAIN MEMBERS 
OF THE ARMY, NAVY, AND AIR FORCE 





Marcu 10, 1953.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Lang, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 3560] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3560), to provide for the relief of certain members of the Army, 
Navy, and Air Force, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

This proposed legislation was submitted to the Speaker of the House 
of Representatives by the Secretary of the Air Force and referred to 
the Committee on the Judiciary. 

After careful review, the committee recommends favorable con- 
sideration of this bill. 

The communication referred to is as follows: 


DEPARTMENT OF THE ArR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 3, 1956. 
Hon. Sam RarsBourn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation, to pro- 
vide for the relief of certain members of the Army, Navy, and Air Force, and for 
other purposes. 

This proposal is part of the Department of Defense legislative program for 1955 
and the Bureau of the Budget has advised that it has no objection to the submission 
of this proposal for the consideration of the Congress. The Department of the 
Air Force has been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to validate payments of the subsistence portion 
of station per diem allowances heretofore made to approximately 1,737 members of 
the Army, Navy, and Air Force, in the total approximate amount of $1,683,189, 
who were on permanent duty at Elmendorf Air Pesce Base and Fort Richardson, 


55006 


BEICAMNM LIKFARIES 


- 


AIS 


LeMEWEECSSEE YW COE 


2 RELIEF OF CERTAIN MEMBERS OF THE ARMY, NAVY, AND AIR FORCE 


Alaska, from February 1, 1949, to October 12, 1950. This legislation is needed 
because of the decision of the poo eed General of the United States numbered 
B-103602, dated February 19, 1952 (31 Comp. Gen. 399), in which such payments 
were held to be invalid. A copy of that decision was forwarded as an inclosure to 
a report by the Comptroller General to the Congress dated March 6, 1952, relative 
to these payments. 

Under the provisions of section 12 of the Pay Readjustment Act of 1942 (56 
Stat. 364), as amended by section 203 of the act of August 2, 1946 (60 Stat. 859), 
the Congress authorized the payment to members of the uniformed services “on 
duty outside continental United States or in Alaska, whether or not in a travel 
status, of actual and necessary expenses or per diem in lieu thereof, considering all 
elements of cost of living, including cost of quarters, subsistence, and other 
necessary incidental expenses.” Regulations issued in implementation of the 
statute permitted the payment of prescribed allowances when Government messes 
were not available. 

Acting upon a considered construction of the controlling law, the Director of 
Finance, Headquarters, United States Air Force, on March 30, 1951, expressly 
authorized to be made the payments which would be validated by enactment of 
this proposed legislation. he action of the Director of Finance was taken with 
the knowledge that the notices concerning availability of messing facilities which 
had been posted at the installations concerned, did not make Government messes 
available to the officers concerned. Following this authorization, payments 
were made to and accepted by over 1,700 officers of the Air Force and Army, 
Similar payments were made to a very limited number of naval personnel. These 
payments were additionally supported by the individual and personal certifica- 
tions cf the payees, made pursuant to the act of October 26, 1942 (56 Stat. 987), 
to the effect that a Government mess was not in fact available to them. 

In comments to the Bureau of the Budget conceining legislation proposed by 
the Department of Defense to validate these payments, the General Accourting 
Office reaffirmed views in oppesition to enactment of the bill. The Director of 
the Bureau of the Budget after considering the views expressed by the General 
Accounting Office has advised this Department that while he concurs fully with 
the views expressed by that Office, “it would appear to impose an undue financial 
hardship to require the refund now of payments made 3 years ago to individuals 
who, through no fault on their part and acting in gocd faith, thought they were 
entitled to receive them.” Accordingly, the Bureau of the Budget has inter- 
posed no objection to submission of this legislation proposal to the Congress. 


LEGISLATIVE REFERENCE 


This proposal was submitted to the 883d Congress by the Department of the Air 
Force on July 22, 1954, as a part of the Department of Defense legislative pro- 
giam for 1954. It was introduced as H. R. 10059. 


COST AND BUDGET DATA 


This proposal would cause no increase in current budgetary requirements of 
any establishment of the Department of Defense. As previously indicated, pay- 
ments in the approximate amount of $1,683,189 have heretofore been made. 
This act would not authorize payment of special per diem allowances to any 
officers who have not heretofore been paid; however, it would authorize the 
repayment to those officers who have been required to make a refund of payments 
made during the period involved. Accordingly, under section 3 of the proposed 
legislation, payments to those officers will be absorbed in appropriations available 
to the military departments concerned for pay and allowances of military person- 
nel. 

Sincerely yours, 
Haroutp E. Tarsorr. 


An identical letter has been forwarded to the President of the 
Senate. 
O 
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Ist Session No. 201 





PROVIDING FOR THE DISTRIBUTION OF FUNDS BELONG- 
ING TO THE MEMBERS OF THE CREEK NATION OF 
INDIANS 





Marca 10, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Enate, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 4367] 


The Committee on Interior and Insular Affairs, to whom was referred 
the bill (H. R. 4367) to provide for the distribution of funds belonging 
to the members of the Creek Nation of Indians, and for other purposes, 
having considered the same, reports favorably thereon without amend- 
ment and recommends that the bill do pass. 


EXPLANATION OF THE BILL 


H. R. 4367 provides for the distribution of all the funds in the 
United States Treasury held in trust for enrolled members of the 
Creek Nation and will thus permit the Indians to derive some bene- 
fits from the use of their money. In addition, it will stop the accrual 
of interest on the money held by the Federal Government. 

The passage of H. R. 4367 will repeal the Deficiency Appropriation 
Act of June 19, 1934, which directed the Secretary of the Interior to 
make a per capita payment of the net proceeds of a judgment in the 
amount of $118,184.77 to members of the Creek Tribe on the basis 
of a roll to be made as of December 4, 1933. As yet, the distribution 
provided by said act has not been made for two reasons: (a) The cost 
of preparing a tribal roll as of December 4, 1933, would be prohibitive 
and would probably use most of the judgment fund and it would have 
no further use, and (6) as a matter of equity, the principal of the 
judgment should be available to complete the payment of 1,185 
adjudicated allotment-equalization claims totaling $98,175.03 before 
any part of it is distributed per capita. 
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2 DISTRIBUTION OF FUNDS BELONGING TO THE CREEK INDIANS 


At present the Creek Nation has $654,680.73 on deposit in the 
Federal Government which is drawing 4 percent interest. The break- 
down ofthis sum is as follows: 

Proceeds of lands, Five Civilized Tribes, Oklahoma (Creek) $77, 506. 
gy ea accruals on interest, Five Civilized Tribes, Oklahoma 

(Cree 
Judgment, Court of Claims, Creek Indian Nation 
Interest, etc., Creek Indian Nation 
Creek Indian Nation, judgment fund 
Interest, etc., Creek Indian Nation judgment fund 


654, 680. 73 
! This is the balance of a judgment in the Court of Claims (87 Ct. Cls. 289) for $302,997.40, which was 
appropriated by the Second Deficiency Appropriation Act, fiscal year 1939 (53 Stat. 626, 645). 

This bill provides procedures for distributing not only those funds 
mentioned in the Deficiency Appropriation Act but the entire amount 
held in trust for the Creek Indians, and any additional sums which 
may hereafter be placed to the credit of the Creek Nation, including 
whatever share is realized from an interlocutory decree for $1,769,940, 
which is subject to offsets that have not yet been determined. 

The bill further provides for the distribution of the net proceeds of 
a judgment in the amount of $538,628.29 now on deposit in the 
Treasury of the United States to the credit of a group of Creek 
Indians known as the Loyal Creek Band. 


SECTIONAL ANALYSIS 


Section 1 repeals the Deficiency Appropriation Act, fiscal vear 1934 
(48 Stat. 1021, 1033). 

Section 2 (a) authorizes and directs the Secretary of the Interior 
to use Creek Nation funds on deposit in the Federal Treasury to 
complete allotment-equalization payments for claims filed and adju- 
dicated in accordance with the act of June 30, 4919 (41 Stat. 3, 24). 
Section (b) permits the band of all Creek Nation trust funds to be 
distributed per capita on the basis of the final rolls approved under 
the act of April 26, 1906 (34 Stat. 137) or to their heirs or legatees 
any funds on deposit in the Federal Treasury and not required for 
the purposes of section 2 (a) above. Section 2 (c) authorizes the 
distribution of funds appropriated by the Third Supplemental Act of 
1952 (66 Stat. 101, 121), in payment of the judgment awarded by the 
United States to the credit of the Loyal Creek Band of Indians. ‘Such 
funds shall be paid to those persons who are entitled thereto in pur- 
suance to the act of March 3, 1903 (32 Stat. 982, 994). 

Section 3 specifies the tribal or State law to be applied in the deter- 
mination of the heirs of the deceased tribal members. 

Section 4 provides for the protection of the rights of minors and 
persons under a legal disability when funds are distributed. 

Section 5 authorizes the appropriation of $200,000 to cover expenses 
incidental to the distribution of the funds authorized by this act. 

Section 6 authorizes the Secretary of the Interior to issue procedures 
necessary to meet the needs of this act. 

The Creek Indians and the Department of the Interior have ex- 
pressed approval of H. R. 4367 and recommended its enactment. The 
executive communication of the Department of the Interior follows: 
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DISTRIBUTION OF FUNDS BELONGING TO THE CREEK INDIANS 3 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington D. C., January 31, 1955. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Washington D. C. 

My Dear Mr. Speaker: There is transmitted herewith a draft of a proposed 
bill to provide for the distribution of funds belonging to the members of the 
Creek Nation of Indians, and for other purposes. 

It is suggested that the proposed bill be referred to the appropriate com- 
mittee for consideration, and I recommend that it be enacted. 

The purpose of the bill is to provide for the distribution of all funds held by the 
United States in trust for the Creek Nation and certain members thereof. Such 
action will permit the Indians to derive some benefit from their money, and it 
will also stop the accrual of interest on money held by the Federal Government. 

1. Of the funds of the Creek Nation on deposit in the Treasury of the United 
States the amount of $205,074.41 represents the principal and interest of a judg- 
ment recovered in the Court of Claims on December 4, 1933 (Creek Nation v. 
United States (No. H-510)). The amount of the original judgment was 
$144,106.01. It was reduced by the payment of attorney fees and expenses to 
$118,184.77. Accrued interest is $86,889.64, and the fund is still accruing inter- 
so the rate of 4 percent per annum. None of the fund has been paid to the 
Indians. 

The Deficiency Appropriation Act of June 19, 1934 (48 Stat. 1021-1033), 
directed the Secretary to distribute the principal of this sum per capita on the 
basis of a roll to be prepared as of December 4, 1933. This distribution has not 
been made, and the Department has on several occasions asked Congress to repeal 
the direction, for two reasons. 

(a) The cost of preparing a new tribal roll as of December 4, 1933, would be 
prohibitive, probably taking most of the judgment fund, and when completed the 
new roll would not be usable for any other purpose. 

Membership rolls of the Five Civilized Tribes, including the Creek Nation, 
were prepared under certain early acts of Congress and were closed and made 
final on March 4, 1907, pursuant to section 2 of the act of April 26, 1906 (34 Stat. 
137). These final rolls have served as the basis for the allotment of tribal lands 
of the Five Civilized Tribes, including the Creek Nation, in severalty, and, ex- 
cluding the Creek Nation, for the distribution of other tribal assets among their 
recognized membership. If the 1907 final approved rolls are used for the dis- 
tribution of the judgment funds it would be necessary merely to require the heirs 
of deceased members to prove their heirship 

On the other hand, if a new roll were prepared as of December 4, 1933, it would 
be necessary to determine the identity of persons who were born into tribal 
membership after the rolls were closed in 1907, and to determine which of them 
were alive in 1933. This would require the application of laws and customs of 
the Creek Nation which have had no practical effect for the 47 years since the 
rolls were closed. The procedure would also be costly and would probably 
exhaust most of the judgment fund, leaving little to distribute per capita. 

Moreover, if the revised roll were made it would apply only to the distribution 
of that one fund and it would not be usable for the distribution of other tribal 
assets. 

(b) As a matter of equity, the principal of this judgment fund should be avail- 
able to complete the payment of adjudicated allotment equalization claims before 
any part of it is distributed per capita. When tribal lands were allotted, all 
members did not receive allotments of equal value and Congress esuthorized 
equalization payments to be made out of available tribal funds. All allotment 
equalization claims have been finally adjudicated under section 18 of the act of 
June 30, 1919 (41 Stat. 3,24). There are 1,185 Creek Indians whose adjudicated 
equalization claims have not been paid. As these Indians have an indisputable 
right to be paid, their claims should be satisfied before any general per capita 
distribution of funds is made to all Creeks, which would include members of the 
tribe who have received their equalization payments in full. The unpaid equaliza- 
tion claims total $98,175.03. 

Section 1 of the bill will repeal the provision of the 1934 Deficiency Appropria- 
tion Act which relates to the distribution of this 1933 judgment fund. Section 
2 (a) of the bill will permit any Creek Nation trust funds, including the 1933 
judgment fund, to be used to complete the allotment-equalization payments to 
persons with valid adjudicated claims thereto. Section 2 (b) of the bill will 
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4 DISTRIBUTION OF FUNDS BELONGING TO THE CREEK INDIANS 


permit the balance of all Creek Nation trust funds to be distributed per capita 
on the basis of the final roll approved under the act of April 26, 1906, supra. At 
the present time the Creek Nation has on deposit in the Treasury of the United 


States, including the 1933 judgment fund referred to above, a total of $654,680.73, 
as follows: 


14X7373 (13) ere of lands, Five Civilized Tribes, Oklahoma 
ee 


Tribes, Oklahoma (Creek) 7, 301. 

14X7035 Judgment, Court of Claims, Creek Indian Nation... 118, 184. 

14X7535 Interest, etc., Creek Indian Nation_.___......._.. 86, 889. 
14X7128 Creek Indian Nation, judgment fund ..-.-. ! 273,296. 46 

14X7628 Interest, etc., Creek Indian Nation judgment fund... — 91, 501. 
654, 680. 73 

! This is the balance of a judgment in the Court of Claims (87 Ct. Cls. 280) for $302,997.40, which was ap: 
propriated by the Second Deficiency Appropriation Act, fiscal year 1939 (53 Stat. 625, 645). 

In addition, the Creek Nation, together with other claimants, has obtained in 
the Indian Claims Commission (Creek Nation v. United States (Docket No. 21)) 
an interlocutory decree for $1,769,940, which is subject to offsets that have not 
yet been determined. Any part of the final judgment that is awarded or allo- 
cated to the Creek Nation, as distinguished from the other claimants, will also 
be subject to distribution under the provisions of section 2 (b) of the bill. 

An authorization to distribute existing and prospective tribal funds will over- 
come the prohibition imposed by the act of May 24, 1922 (42 Stat. 552, 575), 
against the expenditure of funds of the Five Civilized Tribes without specific 
authorization by Congress. 

2. The sum of $538,628.29 is now on deposit in the Treasury of the United 
States to the credit of the Loyal Creek Band or Group of Indians. It is the balance 
of a $600,000 judgment entered by the Indian Claims Commission in favor of such 
Indians that remains after the payment of attorney fees and expenses. The 
judgment was appropriated by the Third Supplemental Appropriation Act, 1952 
(66 Stat. 101, 121). The Loyal Creeks were dealt with as a group separate and 
apart from the Creek Nation, and this money is therefore not a tribal trust fund. It 
belongs to the persons whose names appear on a payroll prepared pursuant to the 
act of March 3, 1903 (32 Stat. 982, 994), for the purpose of distributing a $600,000 
appropriation that was made in part payment of the same claim. The present 
judgment fund represents the balance due on that claim. 

Section 2 (c) of the bill will authorize the distribution of such fund to the 
persons who are entitled thereto. 

Section 3 of the bill specifies the tribal or State law to be applied when deter- 
mining the heirs of deceased tribal members, and section 4 of the bill provides 
for the protection of the rights of minors and persons under a legal disability when 
funds are distributed. 

Section 5 of the bill authorizes the appropriation of $200,000 to defray the 
expenses incident to the distribution of the funds. The circumstances justify 
this request. There are three groups of persons entitled to payment: (1) Persons 
entitled to equalization payments; (2) persons entitled to share in the judgment 
in fevor of the Loyal Creeks and Freedmen; and (3) persons entitled to share per 
capita in the distribution of the residual funds of the Creek Nation. Enactment 
of the proposed bill will require that attention be directed to the 1,185 persons 
on the 1907 rolls with equalization claims and an unestimated number of heirs 
and legatees of such persons who are deceased. This will impose a workload 
which cannot be absorbed by the personnel available under present appropriations 
to the Bureau of Indian Affairs. It does not appear reasonable to assess the cost 
of the delayed payments against tribal funds, since the delay is not attributable 
to the tribe. 

Funds payable to the descendants of the Loyal Creeks and Freedmen were 
awarded by the Indian Claims Commission and they represent the remaining 
half of a claim that was partially paid in 1904. While the finding of the Commis- 
sion should be regarded as final and conclusive regarding the amount due the 
Indians, the award contains no amount for interest on a principal payment that 
has been delayed for 50 years. It is interesting to note that if the principal 
amount of $600,000 were pemmnaten at 4 percent interest for 50 years it would 
amount to $4,264,010.01. While there is no intention to supplement the amount 
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of the award, the claimants are reasonably entitled to payment of the full amount 
of the award without deducting the expenses of distribution. 

The substance of the proposed bill has been discussed with representatives of 
the Creek Nation and they liens expressed their approval. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this proposed legislation to the Congress. 

Sincerely yours, 
OrmE Lewis, 
Assistant Secretary of the Interior. 


Enactment of H. R. 4367 is unanimously recommended by the 
Committee on Interior and Insular Affairs. 


CHANGES IN EXISTING LAW 


In compliance with clause 3, rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 1 or THE Dericrency AppRopRIATION Act, Fiscat Year 1934 (48 
Stat. 1021, 1033) 


BUREAU OF INDIAN AFFAIRS 


* * * [The Creck Nation: The appropriation of $144,106.01 contained in section 
4, title I, of this Act for payment of a judgment rendered by the Court of Claims 
in favor of the Creek Nation shall be placed to the credit of the Creek Nation on 
the books of the Treasury Department and such sum is hereby appropriated 
and, after deducting the attorneys’ fees and expenses allowed by the Court of 
Claims and the estimated expenses of making the roll and the payment herein 
provided for, shall be paid by the Secretarv of the Interior per capita to the mem- 
bers of the Creek Tribe of Indians entitled thereto or their heirs, upon a roll 
made as of date of Decemer 4, 1933, under the direction of and approved by the 
Secretary of the Interior.] * * * 
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Mr. Enctr, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 3338] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 3338) to amend section 1 of the act of March 
12, 1914, having considered the same, report favorably thereon with 
amendment and recommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 6, strike the word “fifty”? and insert in lieu thereot 
the word “‘fifty-five’’. 


EXPLANATION OF THE BILL 


H. R. 3338, if amended as proposed by the committee, would amend 
section 1 of the act of March 12, 1914 (38 Stat. 305), as amended 
(48 U.S. C., see. 301), which authorizes the President, through his 
designated officers and agents, to locate, construct and operate a 
railroad in Alaska. Section 1 of said act specifically authorizes the 
leasing of railroad property for a period not to exceed 20 years. As 
amended, H. R. 3338 authorizes such leases to be entered into for 
periods not exceeding 55 years. 

Prior to the liquidation of the Reconstruction Finance Corporation, 
it was possible for national banks to make loans for construction of 
commercial facilities on land held under lease for 20 years. Under 
apogee law, national banks are prohibited from loaning money secured 

vy a mortgage constituting a first lien on real estate held under lease 
when the lease has a period of less than 50 years to run from the date 
the loan is made or acquired by the national bank (12 U. S. C., see. 
371). Enactment of H. R. 3338 will enable Alaska Railroad lease- 
holders to be eligible for loans for construction purposes. It was the 
judgment of the committee that it would be beneficial both to the 
Alaska Railroad and to the leaseholders to make permissible the 

55006 
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granting of leases for up to 55 years instead of the minimum 50-year 
period required for national bank loans. 

Although H. R. 3338, if amended as proposed by the committee, 
would, in amending section 1 of the organic law relating to the Alaska 
Railroad, likewise extend the time for which the railroad itself might 
be leased to private interests from 20 to 55 years, the committee 
considered the proposed legislation only in respect to the building of 
commercial facilities, principelly industrial warehouses, on land owned 
by the Alaska Railroad and held under lease, and it would be the 
expectation of the committee that the Interior Department would 
consult with the appropriate committees of the Congress before 
leasing the railroad itself. 

The following executive communication from the Department of 
the Interior contains additional information in support of H. R. 3338. 










































DEPARTMENT OF THE INTERIOR, 
OFfFics OF THE SECRETARY, 
Washington 25, D. C., January 26, 1956. 


The honorable the SPEAKER OF THE House OF REPRESENTATIVES, 
Washington 25, D. C. 

My Dear Mr. Speaker: Enclosed herewith is a draft of a proposed bill to 
amend section 1 of the act of March 12, 1914. I suggest that the proposed bill 
be referred to the appropriate committee for consideration, and I recommend 
that it be enacted. 

Section 1 of the act of March 12, 1914 (38 Stat. 305), as amended (48 U.S. C., 
sec. 301), authorizes the President, through such officers and agents as he may 
designate, to locate, operate, and construct a railroad in Alaska. The section 
specifically authorizes him ‘‘* * * in his discretion, to lease the said railroad or 
railroads, or any portion thereof, including telegraph and telephone lines, after 
completion under such terms as he may deem proper, but no lease shall be for a 
longer period than twenty vears * * *’. The proposed bill would amend this 
languavze in order to authorize the leasing of the railroad, or any portion of it, for 
50, rather than 20, years. 

In order to conduct its operations effectively, the Alaska Railroad, an agency 
of this Department, has from time to time been required to lease portions of its 
pronerty for industrial warehouse purposes. It is essential to the operation of the 
Alaska Railroad, as it is to the operation of railroads in the States, that property 
be made available for this purpose near the railroad tracks to the railroad’s 
customers 

This Department has concluded that the language quoted above precludes the 
leasing for periods in excess of 20 years of small tracts of land for industrial ware- 
housing purposes. Prior to the liquidation of the Reconstruction Finance 
Corporation, it was possible for national banks to participate in loans for the con- 
struction of commercial enterprises on leaseholds not exceeding 20 years. The 
20-vear limitation in section 1 «ef the act of March 12, 1914, consequently presented 
no problem so long as the RFC was in existence. 

Now, however, national banks are prohibited from loaning money secured by a 
mortgage constituting a first lien on real estate held under lease when the lease 
has a period of less than 50 years to run from the date the loan is made or acquired 
by the national bank (12 U. 8. C., sec. 371). Because virtually all of the banks in 
the principal communities of the Alaska railbe!t area are national banks, it has 
become almost impossible for the railroad’s patrons to develop their businesses 
with the aid of local capital. The purpose of the proposed bill is therefore to 
authorize the railroad to enter into leases for industrial warehousing purposes for 
periods up to 50 years. 

We recognize that enactment of the proposed bill would also have the effect of 
authorizing the leasing of the entire railroad for a period of 50 years. Although 
this Department -has no immediate plan to lease the Alaska Railroad to a private 
operator, it is likely that, if such an arrangement were to be made, a private 
operator would be disinclined to lease the railroad for a period of less t. 
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years. I therefore believe that enactment of the proposed legislation is not only 
essential with respect to the problem of industrial warehouse leases, but that 
it would be highly desirable in connection with the possible leasing of the railroad 
itself to private interests. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this proposed legislation to the Congress. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


A BILL To amend section 1 of the Act of March 12, 1914 


Be it enacted by the Senate and House of Representatives of the United States o# 
America in Congress assembled, That the first sentence of section 1 of the Act of 
March 12, 1914 (38 Stat. 305), as amended (48 U. S. C., sec. 301), is further 
amended by striking out the word “‘twenty’’ and inserting in lieu thereof the 
word “fifty”. 


CHANGES IN EXISTING LAW 


In compliance with clause 3, rule XIII, of the rules of the House of 
Representatives, changes in existing law made by the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 

First sentence of section 1 of the act of March 12, 1914 (38 Stat. 
305): 


Tirte 48, Unirep Stares Cope 


§ 301. The President of the United States is empowered, authorized, and 
directed to adopt and use a name by which to designate the railroad or railroads 
and properties to be located, owned, acquired, or operated under the authority of 
sections 301, 302, and 303-308 of this title; to employ such officers, agents, or 
agencies, in his discretion, as may be necessary to enable him to carry out the 
purposes of said sections; to authorize and require such officers, agents, or agencies 
to perform any or all of the duties imposed upon him by the terms of said sections; 
to detail and require any officer or officers in the Engineer Corps in the Army or 
Navy to perform service under said sections; to fix the compensation of all officers, 
agents, or employees appointed or designated by him; to designate and cause to be 
located a route or routes for a line or lines of railroad in the Territory of Alaska 
not to exceed in the aggregate one thousand miles, to be so located as to connect 
one or more of the open Pacific Ocean harbors on the southern coast of Alaska 
with the navigable waters in the interior of Alaska, and with a coal field or fields 
so as best to aid in the development of the agricultural and mineral or other re- 
sources of Alaska, and the settlement of the public lands therein, and so as to 
provide transportation of coal for the Army and Navy, transportation of troops, 
arms, munitions of war, the mails, and for other governmental and public uses 
and for the transportation of passengers and property; to construct and build a 
railroad or railroads along such route or routes as he may so designate and locate, 
with the necessary branch lines, feeders, sidings, switches, and spurs; to purchase 
or otherwise acquire all real and personal property necessary to carry out the pur- 
poses of said sections; to exercise the power of eminent domain in acquiring 
property for such use which use is declared to be a public use, by condemnation 
in the courts of Alaska in accordance with the laws now or hereafter in force there; 
to acquire rights-of-way, terminal grounds, and all other rights; to purchase or 
otherwise acquire all necessary equipment for the construction, and operation of 
such railroad or railroads; to build or otherwise acquire docks, wharves, termine 
facilities, and all structures needed for the equipment and operation of such 
railroad or railroads; to fix, change, cr modify rates for the transportation of 
passengers and property, which rates shall be equal and uniform, but no free 
transportation or passes shall be permitted except that the provisions of the inter- 
state commerce laws relating to the transportation of employees and their families 
shall be in force as to the lines constructed under said sections; and except also 
that the issuance of passes to ministers of religion, traveling secretaries of Rail- 
road Young Men’s Christian Associations, and persons exclusively engazed in 
charitable and eleemosynary work when engaged in their work in Alaska; to 
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indigent, destitute, and homeless persons inmates of hospitals and charitable 
and eleemosynary institutions, and to such persons when transported by chari- 
table societies or hospitals and the necessary agents employed in such trans- 
portation; to newsboys on trains, persons injured in wrecks, and physicians and 
nurses attending such persons; the interchange of passes for the officers, agents, 
and employees of common carriers, and their families; and the carrying of passen- 
gers free with the object of providing relief in cases of general epidemic, pestilence, 
or other calamitous visitation is permitted; to receive compensation for the trans- 
portation of passengers and property, and to perform generally all the usual 
duties of a common earrier by railroad; to make and establish rules and regula- 
tions for the eontrol and operation of said railroad or railroads; in his discretion, 
to lease the said railroad or railroads, or any portion thereof, including telegraph 
and telephone lines, after completion under such terms as he may deem proper, 
but no lease shall be for a longer period than [twenty] fifty-five years, or in the 
event of failure to lease to operate the same until the further action of Con- 


gress, * * * 
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Mr. Cootey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 12} 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 12) to amend the Agricultural Act of 1949, as amended, with 
respect to price supports for basic commodities, having considered the 
same, report favorably thereon with aimendments and recommend 
that the bill do pass. 


The amendments are as follows: 
Following section 1 of the bill, add the following: 


Sec. 2. Title III of the Agricultural Adjustment Act of 1938, as amended, is 
amended (1) by changing the designation thereof to read as follows: “TITLE 
III—LOANS, PARITY PAYMENTS, CONSUMER SAFEGUARDS, MAR- 
KETING QUOTAS, AND MARKETING CERTIFICATES”; (2) by changing 
the designation of subtitle D thereof to read as follows: ‘“‘Susptirte E—Mtscer- 
LANEOUS PROVISIONS AND APPROPRIATIONS”; and (3) by inserting after subtitle 
C a new subtitle D, as follows: 


“SusptitLE D—Wueatr MARKETING CERTIFICATES 
“LEGISLATIVE FINDINGS 


“Sec. 380a. Wheat, in addition to being a basic food, is one of the great export 
crops of American agriculture and its production for domestic consumption and 
for export is essential to the maintenance of a sound national economy and to 
the general welfare. The movement of wheat from producer to consumer, in 
the form of the commodity or any of the products thereof, is preponderantly in 
interstate and foreign commerce. That small percentage of wheat which is 
produced and consumed within the confines of any State is normally commingled 
with, and always bears a close and intimate commercial and competitive relation- 
ship to, that quantity of such commodity which moves in interstate and foreign 
commerce. For this reason, any regulation of intrastate commerce in wheat is 
a regulation of commerce which is in competition with, or which otherwise affects, 
obstructs, or burdens, interstate commerce in that commodity. In order to 
provide an adequate and balanced flow of wheat in interstate and foreign com- 
merce and thereby assist farmers in obtaining parity of income by marketing 
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wheat for domestic consumption at parity prices and by increased exports at 
world prices, and to assure consumers an adequate and steady supply of wheat 
at fair prices, it is necessary to regulate all commerce in wheat in the manner 
provided under the marketing certificate plan set forth in this subtitle. 


“DOMESTIC FOOD QUOTA 


“Src. 380b. Not later than July 1 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing year 
beginning in the next calendar year. Such domestic food quota shall be that 
number of bushels of wheat which the Secretary determines will be consumed as 
human food in the continental United States during such marketing year. 


““sPPORTIONMENT OF DOMESTIC FOOD QUOTA 


“Src. 380c. (a) The domestic food quota for wheat, less a reserve of not to 
exceed 1 per centum thereof for apportionment as provided in this subsection, 
shall be apportioned by the Secretary among the several States on the basis of 
the total production of wheat in each State during the five calendar years im- 
mediately preceding the calendar year in which the quota is proclaimed, with 
such adjustments as are determined to be necessary for adverse weather condi- 
tions and for trends in production during such period. The reserve quota set 
aside herein for apportionment by the Secretary shall be used to establish quotas 
for counties, in addition to the county quotas established under subsection (b) 
of this section, on the basis of the relative needs of counties for additional quota 
because of reclamation and other new areas coming into the production of wheat 
during the five calendar years immediately preceding the calendar year in which 
the quota is proclaimed. 

““(b) The State domestic food quota for wheat, less a reserve of not to exceed 
3 per centum thereof for apportionment as provided in subsection (c), shall be 
apportioned by the Secretary among the counties in the State on the basis of the 
total production of wheat in each countv during the five calendar years im- 
mediately preceding the calendar year in which the quota is proclaimed, with such 
adjustments as are determined to be necessary for adverse weather conditions 
and for trends in production during such period. 

“(e) The county domestic food quota for wreat shall be apportioned by the 
Secretary, through the local committees, among the farms within the county 
on which wheat has been seeded for the production of wheat during any one or 
more of the three calendar years immediately preceding the calendar year in 
which the marketing year for which the quota is proclaimed begins, on the basis 
of the normal yield of the acreage planted to wheat during such three-year period. 
The reserve provided under subsection (b) shall be used to adjust farm quotas 
which the county committee determines to be inequitable on the basis of tillable 
acres, crop-rotation practices, type of so'l, and topography. 


“MARKETING CERTIFICATES 


“See. 380d. (a) The Seeretary shall prepare for issuance in each county 
marketing certificates aggregating the amount of the county domestic food 
quota. Such certificates shall be issued to cooperators in an amount equal to 
the domestic food quota established for the farm pursuant to the applicable 
provisions of section 380c of this Act. The marketing certificates for a farm 
shall be issued to the farm operator, but the Secretary may authorize the issuance 
of marketing certificates to individual producers on any farm on the basis of 
their respective shares in the wheat crop, or the proceeds thereof, produced on 
the farm. The Secretary shall also issue and sell marketing certificates in such 
quantities as may be required to persons processing wheat into food products. 
Marketing certificates shall be transferable only in accordance with regulations 
issued by the Secretary. 

“(b) Whenever a domestic food quota is proclaimed for any marketing year 
pursuant to section 380b of this Act, the Secretary shall determine and proclaim 
for such marketing year (1) the estimated parity price and the estimated farm 
price for wheat, and (2) the value of the marketing certificate. The value of 
the marketing certificate shall be equal to the amount by which the estimated 
parity price exceeds the estimated farm price as determined herein. The value 
of the marketing certificate shall be computed to the nearest cent. The procla- 
mation required by this subsection shall be made during the month of June 


immediately preceding the marketing year for which such domestic food quota 
is proclaimed. 
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“(e) The Secretary is authorized and directed through the Commodity Credit 
Corporation to buy and sell marketing certificates issued for any marketing year 
at the value proclaimed pursuant to subsection (b) of this section. For the purpose 
of facilitating the purchase and sale of certificates, the Secretary may establish 
and operate a pool or pools and he may also authorize public and private agencies 
to act as his agents, either directly or through the pool or pools. Certificates 
shall be valid to cover sales and importations of products made during the market- 
ing year with respect to which they are issued and after being once used to cover 
such sales and importations shall be canceled by the Secretary. Any unused 
certificates shall be redeemed by the Secretary at the price established for such 
certificates, 

“MARKETING RESTRICTIONS 


“Sec. 380e. (a) Except as provided in subsection (d) hereof, all persons 
engaged in the processing of wheat into food products composed wholly or partly 
of wheat are hereby prohibited from marketing any such product for domestic 
food consumption or export containing wheat in excess of the quantity for which 
marketing certificates issued pursuant to section 380d of this Act have been 
acquired by such person. 

“(b) Except as provided in subsection (d) hereof, all persons are hereby pro- 
hibited from importing or bringing into the continental United States any food 
products containing wheat in excess of the quantity for which marketing certificates 
issued pursuant to section 380d of this Act have been acquired by such person. 

““(¢) Upon the exportation from the continental United States of any food 
product containing wheat, with respect to which marketing certificates as required 
herein have been acquired, the Secretary shall pay to the exporter an amount 
equal to the value of the certificates for the quantity of wheat so exported in the 
food product. For the purposes of this subsection, the consignor named in the 
bill of lading, under which the article is exported, shall be considered the exporter: 
Provided, however, That any other person may be considered to be the exporter 
if the consignor named in the bill of lading waives claim in favor of such other 
person, 

‘“(d) Upon the giving of a bond satisfactory to the Secretary under such rules 
and regulations as he shall prescribe to secure the purchase of and payment for 
such marketing certificates as may be required, any person required to have a 
marketing certificate in order to market or import a food product composed 
wholly or partly of wheat may market or import any such commodity without 
having first acquired a marketing certificate. 

‘“(e) As used in section 380e of this title, the term ‘marketing’ means the sale 
and delivery of the food product composed wholly or partly of wheat. 


“CONVERSION FACTORS 


“Sec. 380f. The Secretary shall ascertain and establish conversion factors 
showing the amount of wheat contained in food products processed wholly or 
partly from wheat. The conversion factor for any such product shall be deter- 
mined upon the basis of the weight of wheat used in the processing of such product. 


“CIVIL PENALTIES 


“Sec. 380g. Any person who violates or attempts to violate, or who participates 
or aids in the violation of, any of the provisions of subsection (a) or (b) of section 
380e of this Act shall forfeit. to the United States a sum equal to three times the 
market value, at the time of the commission of such act, of the prcduet invelved 
in such violation. Such forfeiture shall be recoverable in a civil suit brought in 
the name of the United States. 


“sDJUSTMENTS IN DOMESTIC FOOD QUOTAS 


“Src. 380h. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the domestie 
feod quota for wheat should be increased or suspended, he shall cause an immediate 
investigation to be made to determine whether the increase or suspension is 
necessary in order to meet such emergency or increase in the demand for wheat. 
If, on the basis of such investigation, the Secretary finds that such increase or 
suspension is necessary, he shall immediately proclaim such finding (and if he 
finds an increase is necessary, the amount of the increase found by him to be 
necessary) and thereupon such quotas shall be increased or shall be suspended, 
as the case may be. In case any domestic food quota for wheat is increased under 
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this section, each farm quota for wheat shall be increased in the same ratio and 
marketing certificates shall be issued therefor in acccrdance with section 380d 
of this Act. In case any domestic food quota for wheat is suspended under this 
section. the Secretary may redetermine the value of marketing certificates issued 
pursuant to section 380d of this Act. 


“REPORTS AND RECORDS 


“Sec. 380i. (a) The provisions of section 373 of this Act shall apply to all per- 
sons, except wheat producers, who are subject to the provisions of this subtitle, 
except that any such person failing to make any report or keep any record as 
required by this section or making any false report or record shall be deemed 
guilty of a misdemeanor and upon conviction thereof shall be subject to a fine of 
not more than $2,000 for each such violation. 

““(b) The provisions of section 373 (b) of the Act shall apply to all wheat farmers 
who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Src. 380}. In the referendum held pursuant to section 336 of this Act on the 
national marketing quota proclaimed for the 1956 crop of wheat, the Secretary 
shall also submit the question whether farmers favor a marketing certificate pro- 
gram under this subtitle in lieu of marketing quotas under subtitle B. If more 
than one-half of the farmers voting in the referendum favor such marketing cer- 
tificate program, the Secretary shall, prior to the effective date of the national 
marketing quota proclaimed under subtitle B, suspend the operation of such 
quota and a marketing certificate program shall be in effect for the 1956 and 
subsequent wheat crops under the provisions of this subtitle and marketing quotas 
and acreage allotments shall not be in effect for wheat under subtitle B. 


‘PRICE SUPPORT 


“Sec. 380k. Notwithstanding any other provision of law— 

‘“‘(a) Whenever a wheat marketing certificate program under this subtitle is 
in effect, price support for wheat shall be determined in accordance with the 
provisions of subsection (b) of this section. 

‘“(b) The Secretary of Agriculture is authorized to make available through 
loans, purchases, or other operations, price support to producers of wheat who are 
cooperators. The amount, terms, conditions, and extent of such price-support 
operations shall be determined by the Secretary, except that the level of such 
support shall be determined after taking into consideration the following factors: 
(1) the supply of the commodity in relation to the demand therefor, (2) the price 
levels at which corn and other feed grains are being supported and the feed value 
of such grains in relation to wheat, (3) the provisions of any international agree- 
ment relating to wheat to which the United States is a party, (4) foreign trade 
policies of friendly wheat exporting countries, and (5) other factors affecting 
international trade in wheat including exchange rates and currency regulations. 

““(c) Compliance by the producer with acreage allotments, production goals, 
and marketing practices (excluding marketing quotas) may be prescribed and 
required by the Secretary as a condition of eligibility for price support and for 
the receipt of wheat marketing certificates.” 

Sec. 3. The first sentence of subsection (c) of section 201 of the Agricultural 
Act of 1949, as amended, is amended to read as follows: ‘“‘The price of whole 
milk, butterfat, and the products of such commodities, respectively, shall be sup- 
ported at not less than 80 per centum nor more than 90 per centum of the parity 
price therefor.”’ 

Src. 4. The last sentence of section 201 (c) of the Agricultural Act of 1949, as 
amended, is amended to read as follows: “‘For the period September 1, 1954, to 
June 30, 1955; not to exceed $50,000,000, and for the period July 1, 1955, to June 
30, 1957, not to exceed $75,000,000 annually, of the funds of the Commodity 
Credit Corporation shall be used exclusively to increase the consumption of fluid 
milk by children in nonprofit schools of high school grade and under.” 

‘ Mase 5. Section 204 (e) of the Agricultural Act of 1954, is amended to read as 
ollows: 

“As a means of stabilizing the dairy industry and further suppressing and 
eradicating brucellosis in cattle the Secretary of Agriculture is authorized to 
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transfer not to exceed $15,000,000 for each of the two fiscal years ending in 1957 
and 1958, from funds available to the Commodity Credit Corporation, to the 
funds appropriated to the Department of Agriculture for such fiscal years for the 
purpose of accelerating the Frucellosis eradication program, for the purpose of 
increasing to not to exceed $50 per head of cattle the amount of the irdemnities 
paid by the Federal Government for cattle destroyed because of brucellosis in 
connection with cooperative control and eradication programs for such disease in 
cattle entered into by the Secretary under the authority of the Act of May 29, 
1884, as amended, for the purpose of increasing the number of such indemnities, 
and for the purpose of defraying any additional administrative expenses in con- 
nection therewith. There are hereby authorized to be appropriated annually 
such sums as may be necessary to reimburse the Commodity Credit Corporation 
for expenditures pursuant to this section.” 


Amend the title to read: 


A bill to amend the Agricultural Act of 1949, as amended, with respect to price 
supports for basic commodities and milk; to authorize a domestic marketing 
certificate plan for wheat; and for other purposes. 


MAJOR PROVISIONS 


Price supports for basic crops.—Restoration for 1955, 1956, and 1957 
of the 90 percent of parity price supports on 5 basic crops—wheat, corn, 
cotton, rice, and peanuts. This would repeal the provision of the 
Agricultural Act of 1954 which instituted flexible price supports for 
these crops at 82% to 90 percent of parity in 1955 and permits the 
supports to drop as low as 75 percent of parity in 1956 and thereafter. 
Tobacco’s 90 percent support program is automatically continued in 
present law. 

Dairy products.—The minimum level for support of dairy products 
is placed at 80 percent of parity, instead of 75 percent under the 
present law. An additional $25 million per year is authorized for the 
school milk program and the program is extended for an additional 
year. The program for the eradication of brucellosis in dairy herds 
is extended until June 30, 1958. 

Wheat.—An alternative two-price system: The bill authorizes pro- 
ducers to hold a referendum on whether to accept the existing price- 
support program for wheat or a 2-price program under which wheat 
consumed domestically as human food would be supported at 100 
percent of parity and that going into other domestic uses and into 
export would sell at world prices. 

(A more detailed discussion of these provisions appears later in 
this report in the analysis of the bill.) 


PURPOSE 


This bill aims at these objectives: 

1. To reverse the present recession in agriculture. 

2. To prevent a possible breakdown of major operations of the 
overall farm program that in the past has benefited directly or indi- 
rectly 90 to 95 percent of all farmers producing crops and livestock 
for market. 

3. To avoid unemployment among workers in the cities and the 
damaging impact on the whole economy that would result from con- 
tinuing economic distress on the farms. 

4. To assure continued abundance of food and fiber for the American 
pean at fair prices to consumers, and to meet the needs of national 
defense. 
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5. To maintain a level of income in agriculture that will enable 
farmers to conserve and improve the soil, which is the most basic 
and indispensable natural resource. 

The committee is aware that this legislation is not of itself the com- 
plete remedy for all the ills of agriculture, nor will it bring to full 
realization the objectives set forth above, but the committee is con- 
vinced the provisions of this bill are essential to bolster stability in 
agriculture and move toward these goals while the Congress continues 
its work to improve the overall farm program. 


THE FARM RECESSION 


America has the most productive agriculture of all the nations. 
We are blessed with abundance. Our people are the best fed and best 
clothed. Our farmers have stocked our storehouses for our security in 
a troubled world. And we have food and fiber to share with other 
peoples, on the basis of mutually beneficial world trade. 

Yet many of our farmers, in the midst of this abundance, are suffer- 
ing severe hardships. They have accepted sharp reductions in 
income through voluntary restrictions on their crops to bring produc- 
tion into line with demand. These hardships are being aggravated 
by an unwise and dangerous Government policy of lowering the price 
supports on major crops (fig. 1). 

Ficure 1 
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Fiaure 1.—Total personal income and total realized net farm income, 1951-A4 
[1947-49 equals 100] 
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Source: Economic Indicators, Joint Committee on the Economic Report and Agricultural Marketing 
Service, U. S, Department of Agriculture. 


These are some of the realities that confront us: 

The average of farm prices is down 22 percent since February 1951. 

Farm operating costs remain near their record high. 

Net farm income in 1954 was 28 percent below 1947 and 10 percent 
below 1953. Further declines are in prospect for 1955 and 1956. 

The parity ratio at 86 percent in January was the lowest since 1941. 

Farm debt is increasing. 

The value of agricultural assets has declined $10,500,000,000 since 
January 1, 1952. 

Farmers’ purchasing power, in terms of 1935-39 dollars, is the lowest 
since 1940. 

Wheat farmers in 1953 received approximately $2,186,000,000 for 
their crop. Under the new farm law enacted by the last Congress, 
which cut their support price from 90 percent to 82% percent, and 
because of curtailments of acreage to reduce wheat surpluses, they will 
receive for their crop this year, assuming normal yields, only about 
$1,500,000,000. This will be a reduction of $686 million or about 31 
percent in the income from producing wheat. 

Cotton farmers received for thear 1953 crop $3,007,000,000. Assum- 
ing normal yields on their reduced acres this year their income from 
cotton will be $1,771,000,000. This will be a slash of $1,236,000,000 or 
about 42 percent down from 1953. 

Dairymen and other farmers face similar loss of income. 

All this is taking place while other areas of our economy are experi- 
encing unparalleled prosperity. 


TO PREVENT PROGRAM BREAKDOWN 


And the great blow to the farm economy is yet ahead—unless the 
Congress enacts H. R. 12 to restore 90 percent of parity price supports 
for 5 basic crops and thus forestall the authority of the Secretary of 
Agriculture, through the Agricultural Act of 1954, to reduce support 
levels to 82% percent of parity in 1955 and to as low as 75 percent of 
parity on 1956 and thereafter (fig. 2). 
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Figure 2 
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Ficure 2.—Prices received by farmers for basic commodities, and other farm prices 
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! Primarily basic commodities. 
Source: Agricultural Marketing Service, U. 8. Department of Agriculture. 

The reduction of price supports is destroying farmer confidence 
in the program. If this should bring about farmer rejections, in their 
referenda, of the machinery for production adjustments, then a large 
segment of agriculture would be exposed to the possibilities of a 
disastrous collapse of prices for farm commodities in the free markets. 

This chance we cannot venture to take. 


THE ISSUE 


There are two well-known ways to adjust the production of our 
great agricultural plant. 

The first is to give agriculture the machinery to adjust its crops as 
any other industry is able to regulate its output to fit its markets. 
That is the basic concept of our agricultural law under which farmers, 
in their own elections, decide upon measures for fitting their produc- 
tion to their markets. In consideration of the value to the Nation 
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of this stabilization of abundance for all our citizens, the Government 
in past years has assured cooperating farmers 90 percent of the parity 
price on the basic crops. 

@ The second way is to let prices fall so low that a sufficient number 
of farmers find their operations so unprofitable that production is 
reduced and supplies do not accumulate. This is the philosophy 
behind the flexible-support mechanism which, by the Agricultural 
Act of 1954, becomes partially effective with the 1955 crops and fully 
effective in 1956, along with revisions of the parity formula that will 
mean further support reductions for some basic crops. 

The flexible mechanism, in the form of lower support prices, was 
applied to the dairy industry beginning in 1954 and already has 
brought about hardships, especially among veterans and other young 
farmers who in recent years have invested their resources in dairying. 

Lower supports mean a drift back toward the economic unbalance 
that, pauperized agriculture in America in the years ahead of the great 
depression and which in other nations has institutionalized a peasant 
class on the land. 

The philosophy behind the flexible program is fraught with danger 
to the whole economy. It rests weakly upon fallacious arguments. 

A great many citizens must have shared the committee’s astonish- 
ment when the Secretary of Agriculture told this committee that 90 
percent of parity was a wartime measure for agriculture amd price 
supports on the basics should be on a flexible 75- to 90-percent pro- 
gram; while at the same tine, the Secretary of Labor was calling upon 
other committees of the Congress to increase the minimum wage for 
labor from 75 cents an hour to 90 cents. The Secretary of Labor does 
not describe 75 cents an hour as a wartime measure for labor that 
should be brought down. He asks for a movement upward (fig. 3). 
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Figure 3.—Hourly earnings of workers in manufacturing industries and prices 
recewed by farmers, 1951-54 


[1947-49 = 100) 
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Source: Economic Indicators, Joint Committee on the Economic Report and neoialterad Marketing 
Service, U. 8S. Department of Agriculture. 








In this connection, it should be pointed out to the House that the 
heads of two great labor organizations, Walter P. Reuther, CIO 
president, and George Meany, president of the American Federation 
of Labor, presented to the committee their endorsements of higher 
support prices for agriculture. Mr. Reuther testified: 

Aware of the lessons of history, we know that the welfare and destiny of farmers 
and wage earners are closely interrelated, that each depends upon the prosperity 
of the one to lift up the living standards of the other. * * 

The CIO will not attempt to tell the farmers what kind of agricultural program 
they should have to protect their interests. We do, however, offer our assurances 
that we will give to farmers our full backing in their efforts to obtain agricultural 
policies which will both provide the Nation abundant production of food and 
fiber and assure farm families full parity of income. This pledge is made 
unequivocally and without reservation. 

Arguments put forward to support the flexible philosophy have 
spread confusion about the farm program so widely, among city people 
and many farmers as well, that the committee feels the responsibility 
to take notice of a number of these fallacious contentions. 

Fauiacy: That at 90 percent of parity the farmer is pricing himself 
out of his markets. 

Many of those putting forth this fallacy say that, instead of the 
present production-adjustment program with 90 percent supports for 
the major crops, they favor a free agriculture with 100 percent of 
parity in the marketplace. They do not explain how they reason 
that at 90 percent the farmer is priced out of his markets but he 
could sell all that he produced in a “free’’ agriculture at 100 percent 
of parity. We ask how can a commodity losing its market at a lower 
price regain the lost ground at a higher price, with no limit on pro- 
duction? Moreover, they do not explain how they reason that the 
farmer now is getting more than he should for his products, at a time 
when the average income of persons living on farms is $918 a year— 
just half the $1,836 income of persons not living on farms. 

In answer to the specific contention that at 90 percent of parity 
farmers are pricing themselves out of their markets, the committee 
points out that more farm commodities now are moving into com- 
mercial markets than in any normal peacetime year. 

Fauuacy: That flexible or lower price supports mean important 
price reductions to consumers and a substantial increase in consump- 
tion. 

This report to the House later will discuss in some detail the con- 
sumer’s position in relation to the farm program, showing that, while 
farm prices have declined 22 percent in the last 4 years, prices paid 
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in the retail-food markets by consumers remain near their record 


PT he most damaging effect of the flexible-price program on the 
basic crops in 1955, unless H. R. 12 becomes law, will be a loss of 
$156 million by wheat farmers because of a reduction in their support 
level from 90 percent to 82% percent of parity. This will have no 
effect whatever on the price of a loaf of bread. Consumers will pay 
exactly the same, and most of the $156 million lost by wheat farmers 
will be absorbed by the middlemen who handle the wheat as it moves 
between the farmer and the consumer (fig. 4), 


Figure 4 
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FiGure 4.— Prices received by farmers and retail food prices, 1951-54 


[1947-49 equals 100] 
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Source: Economic Indicators, Joint Committee on the Economic Report, and Agricultural Marketing 
Service, U. 8. Department of Agriculture. 


Faxxacy: That flexible or sliding scale supports mean less controls 
and more freedom for farmers. 

The same machinery for production adjustments must be used 
with either 90 percent or flexible price supports in effect, unless 
prices are allowed to drop so low that farmers are squeezed so hard 
they are unable to get credit or other resources needed to continue 
producing a crop. Present law, with the flexible supports approved 
in the Agricultural Act of 1954, requires exactly the same controls 
that were used under the fixed 90 percent supports for the basic crops. 
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The Secretary of Agriculture has asked for no easing of his control 
powers but, in fact, has sought the authority to impose in connection 
with the flexible support program the tightest controls in the history 
of the farm program, through cross compliance and control over the 
use of acres diverted from the basic crops. 

Fauuacy: That agriculture is distinct in the economy by reason 
of subsidies. 

The first Congress in 1789 set up the subsidy principle to encourage 
the development of an American merchant fleet. Subsidies amounting 
to billions of dollars have been paid in many areas of industry and 
business since the beginning of our Government. Only recently has 
the principle been used to any appreciable extent in behalf of agri- 
culture. Data prepared by a House Appropriations subcommittee in 
1954 indicates subsidies amounting to approximately $45 billion 
have been paid to business since World War II, a large part of this 
as business reconversion payments. In contrast, farm price support 
through the Commodity Credit Corporation, often referred to as 
subsidies, have cost the Government only a fraction of this amount 
over a 20-year period. 

It should be pointed out also that after World War II the Govern- 
ment took huge losses to protect industry against the competition of 
war surplus material. Such items as war surplus trucks, automobiles, 
and other important consumer items were kept off the normal com- 
petitive market. Moreover, war plants were recognized as surplus 
and charged off to war. Industry was given special tax treatment 
through accelerated amortization. 

In contrast, agriculture’s adjustments from a wartime to a peace- 
time economy, interrupted by the Korean conflict, has been carried 
forward at a relative small expense to the Government. 

The price-support program has prevented a catastrophe in agri- 
culture such as followed World War I. 

Fauuacy: That the 90-percent supports on the basic crops is 
primarily responsible for the accumulation of existing surpluses and 
the flexible program would of itself discourage production and solve 
the surplus problem. 

The large stores of food and fiber, which have brought the great 
economic problems to our farmers, were created not from the 90-per- 
cent supports on the basic crops, or from any fault of the farmer, but 
derive primarily from the vast expansion of our agricultural output 
in response to Government appeals for ever-increasing production of 
food and fiber during World War II, and later to meet foreign obliga- 
tions and the needs anticipated in connection with the Korean conflict. 

The output of food and fiber attained a rate more than 40 percent 
above prewar levels. 

A recent decline in farm exports, plus the fact that agricultural 
production cannot be cut off instantly, plus the decision of the Gov- 
ernment to continue production at a high level during the Korean 
war, have brought on the accumulation of food and fiber in our ware- 
houses in the last 3 years. 

As to the contention that lower levels of price support, down to 
75 percent on the basics, would discourage production and help solve 
the surplus problem, information given the committee indicates the 
contrary is true—that with all farm products in ample supply, 
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farmers as long as they are economically able will maintain or increase , 


their production in an effort to protect their income in the face of 
falling prices. There is no reason to believe that our surplus problem 
would be any less had flexible supports been in effect since 1952. 

While these and other fallacies have led to wide misunderstanding 
by city people, and among farmers themselves, they have not obscured 
the issue that is presented to the Congress. 

The decision to be made is whether we force the farmers of America 
to bear large and unnecessary costs in adjusting our production of 
food and fiber, with the risk of damage to our whole economy; or 
whether we accept abundance as a blessing, with its problems to be 
shared by all the people in a program that seeks economic equality 
for agriculture and maintains a solid foundation for the well-being 
and prosperity of all segments of our society (fig. 5). 




































































Figure 5 
Index 
310 
300 ~~ 
290 
260 
270 
260 
260 — 
240 
1962 1962 19655 19% 
Figure 5.—Prices received and paid by farmers, 1951-54 
{1910-14 equals 100} 
hie Prices paid, 
I T1005 interest, 
received axes, and 
| by farmers taxes, ant 
| $ wage rates 
EN , sses sasha nenicasiong 302 282 
1952 owe mane . ™ , =< 288 287 
WOR chbeisiddiccsa dad bt ckEL.. inedos dc sa De 258 279 
~" Sean apecar aa AR EE EO BE 25 281 





Source: Agricultural Marketing Service, U. S. Department of Agriculture. 
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Your committee believes. that all Americans should be thankful 
that our problem is one of too much and not too little and that the 
abundance of food and fiber is a bulwark to our security in a troubled 
world, 


IMPACT UPON CITIES 





In a report to the House in 1954 the Committee on Agriculture said: 


The committee deplores any tendency, in the consideration of farm programs. 
toward a separation of the interests of the farmers and our great consuming 
populations of the cities. These interests are one and the same. They are 
inseparable. Stability for agriculture is equally as important to urban people 
as to the people on the farms. 

We stress again that the welfare of farmers and of people in business, 
industry, and other pursuits is bound together—that when farm in- 
come falls the jobless increase in the cities and that urban unemploy- 
ment in turn further depresses farm income, putting into motion a 
cycle such as brought on the great depression of the 1930’s. 

Farmers, by the nature of their enterprises, are the greatest con- 
sumers of goods among the various major segments of our economy. 
Many millions of people in the total work force in America sustain 
themselves in farming or in processing and handling agricultural! 
products and in producing goods used by farmers. 

The extent of the relation of farm-purchasing power to employment 
in the cities is illustrated in the fact that more steel is used annually 
in producing and handling food than goes into the total output of 
automobiles. Farmers use each year enough rubber to make tires 
for 6 million automobiles. Agriculture consumes more petroleum 
than any other industry. 

H. R. 12 is based upon a recognition of the basic economic facts that 
the well-being of the total economy cannot be sustained with agricul- 
ture operating at a semidepression level, that a total economic balance 
cannot be maintained with agriculture out of balance, and that agricul- 
tural policy will determine the economic course of the Nation in the 
years ahead. 

























THE CONSUMER AND THE FARMER 





The consuming population of the United States eats more and better 
food in times of prosperity in agriculture. 

It has been in times when food was cheapest, in relation to other 
values in our economy, that breadlines in the cities have been the 
longest. This was true early in the great depression, when farm 
prices plunged to 61 percent of parity. Food then was plentiful and 
cheap but many people had no wages to buy it and lived on inadequate 
diets. 

In contrast we point out that consumers, in the vears of relative 
farm prosperity following World War II, have gotten more and better 
food with an expenditure of a smaller percentage of their total income 
than in any other period in history. 

Today the average factory employee can buy over 10 pounds of 
bread with an hour’s wage. In 1929 his hour’s work bought 6.4 
pounds, and in 1914 only 3.5 pounds. 

Department of Agriculture economists have set up a table for other 
major foods, showing what the average wage of a factory worker 
bought in 1914 and 1929, and what it buys today, as follows: 
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January 
1914 1929 1955 
Tim Ne eae AL in ......pounds 0.9 1.2 2.0 
ie RENE aie fs Sia ORR eS ae hy ERs Me 1.0 1.5 24 
RIES Gites osratad veaneoesaae - -..10_- 6 1.0 2.6 
MURS hdetcihs Gdgneeildeesss daaed . obs «-.+.-..quarts_. 2.5 3.9 7.9 
OS IE PRE NOE RED siicheane eae dozen 6 1.1 3.6 
PARR BAe Ss ti sa cea ed adi sc pounds 12.4 17.7 24.7 
ON hs ccncuttesveneibeig icteric ti utl dy ciahle seggimie dozen 1.3 4.0 
Bacon...- . pounds | .8 1.3 2.6 
LO) eee Cee See oT mr TC Le Maety rena te -do....} 1.0 1.4 3.2 








The consumers’ greatest ability to purchase food has occurred dur- 
ing the vears of the development of the farm program. 

Thus, the committee feels it is indisputable that the growth of farm 
income stability means greater prosperity in the cities where con- 
sumers, with broader employment and better wages, have the means 
to purchase more of the necessities and comforts of life. 

tt might be well, in the interest of farmer-consumer understanding, 
to examine the current wide marketing margins for farm products, by 
citing a few illustrations. 

A 1-pound loaf of bread, by Government figures, sells at an average 
of 17.5 cents. The farmer gets only about 2.8 cents for the wheat 
that goes into this loaf. In January 1948 the farm price of wheat 
reached a peak of $2.81 a bushel and the average price of bread was 
13.8 cents a loaf. In 1954 the farm price of wheat dropped as low as 
$1.91 a bushel, yet the average price of bread then was 17 cents. 
Thus, while the price of wheat declined 32 percent the price of bread 
advanced 23 percent. 

A $4 dress shirt contains less than 30 cents worth of cotton. 

Tobacco farmers received about $800 million for that part of their 
1953 crop consumed in the United States. Federal, State, and local 
taxes on the 1953 crop, by the time it reached the consumers, amounted 
to approximately $2,100 million. . The consumer pays almost three 
times as much in taxes on tobacco as farmers receive for the crop. 

The farmer receives only 43 cents of each dollar the consumer pays 
for food. 

It should be pointed out that the costs added to food after it leaves 
the farms are due largely to the consumer demand for better processing, 
more precooking and mixes, improved sanitation, and more convenient 
and attractive packaging, plus increased labor costs in processing, 
(ransportation, and marketing. 

This, along with certain inefficiencies in our marketing system, is 
the primary reason why, while farm prices have fallen 22 percent 
since 1951, the level of retail food prices has remained near its post- 
war peak. 

THE BASIC CROPS 

The 90 percent of parity price supports have applied in years past 
'o six basic crops—wheat, corn, cotton, tobacco, peanuts, and rice. 

These crops were designated as basic because (1) they are important 
in farm income; (2) they may be stored in warehouses for long periods 
of time under loans that keep them from overflooding the markets, 
especially at harvest time; and (3) the nature of their tillage lends it- 
self to production adjustments through acreage allotments. 

Those who seek to break down the firm 90 percent supports for 
these crops (with the exception of tobacco, which operates in a perma- 
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- nent authority) have given our eitizens the erroneous impression that 
the firm supports have cost the Nation billions of‘dollars. 

The truth is that the Commodity Credit Corporation, by its own 
records of December 31, 1952, just before the present Secretary of 
Agriculture took office, showed a profit to the Government of 
$13,011,290 in almost 20 years of operations, protecting the income of 
farmers who produce wheat, corn, cotton, tobacco, peanuts, and rice. 

On December 31, 1954, losses on the CCC-support program for the 
basic crops amounted to $300,109,993, largely the result of over- 
production for anticipated~meeds in connection with the Korean 
conflict. 

The greater expenses have occurred in programs for other than the 
basics that have been operated under a flexible price-support system. 

And the House should be alerted that the full conversion of five 
basic crops away from firm supports to the flexible system would mean 
further losses to the Government, by deterioration of the value of 
prs: it now holds. Similar losses would occur on stocks privately 
owned. 

The following table indicates the comparative value of current stocks 
of basic crops in Government and private hands and of 1955 estimated 
production of these crops, at 75 and 90 percent of parity: 


Values of stocks of basi~ commodities and of 1955 expected production at 75 and 90 
percent of parity ! 
} ] — 
Estimated stock, Jan. 1, 1955 | Estimated 1955 production 
















7 » 
Commodity ; Value (in millions) 










Value (in millions) 








Amount Amount |_ 
(in thou- | (in thou- 
sands) At 75 At 90 sands) At 75 At 90 
percent percent percent | percent 







































One Ee EET bushels..| 2,829,000 | $3,857.7 | $4,639. 6 $3, 929.2 | $4, 703.5 
Wheat ___- ecshn= oy = do___.| 1,461,000 | 2,746.7 | 3,301.9 850, 000 1, 598.0 1, 921.0 
Upland cotton....._- pounds.- 7,839,112 | 2,071.1; 2,485.0] 5,050,000 | 1,334.2 1, 600.9 
Rice____- hundredweight_- 18, 329 75.1 90. 0 44, 135 181.0 216.7 
Peanuts, farmers’ stock..____ pounds. 640, 457 65.3 | 78.1 | 1,392,000 142.0 169.8 
yy, tel sie andipe cis, Seipt mann fe Suen OF 30: SOC U tee: | 7,184.4] 8,611.9 
pe Ee Steenaneuenees & | 7 1 











1 Except tobacco. 
Source: Agricultural Marketing Service, U. 8S. Department of Agriculture. 









The table following shows CCC’s profit-and-loss 


position with 
respect to the basic crops over a 20-year period: 


Commodity Credit Corporation basic commodities 





| Realized gains (+) or losses (—) Oct. 17, 
1933, through— 
| 





Dee. 31, 1952 May 31, 1953 Dee. 31, 1954 





| 














rR ARRAS. Se, REIN i AS Stet —$53, 166, 802 —$63, 537,038 |  —$181, 022, 538 
Cotton...._-_- PRE ip HTS THEI BR EERE +268, 629, - | +268, 347, 706 +266, 703, 873 
Cotton (Puerto SS Re TER OES ae i 130, 1 —130, 198 —130, 198 
Cotton (export differential) _...............-..---- ae 361, 218 | —41, 361, 218 | —41, 361, 218 
Calton, rutiber Dattatiinns doo sk seen kbs +11, 055, 451 | +11, 055, 451 | +11, 055, 451 
—91, 687, 605 —92, 244,177 | —118, 128, 838 
—1,422,757 |  —1, 451, 645 | +217, 059 
+4, 585, 150 | +1) 801; 453 | +691, 979 
—83, 490, 156 | —91; 388, 614 | —238, 135, 536 
+13, 011,290 | —8, 908,280 | —300, 109, 998 








Source: CCC reports. 
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It should be noted that cotton-, tobacco-, and rice-support programs 
had returned profits in their operations, up to December 31, 1954. 

CCC operations in all price-supported crops, basic and nonbasic, 
showed from October 17, 1933, to December 31, 1952, a loss 
of $1,064,617,225; to May 31, 1953, a loss of $1,089,873,538, and to 
December 31, 1954, a loss of $1,828,864,407. The last figure covers 
the cost of CCC price-support operations over a period of 20 years. 


THE DAIRY INDUSTRY 


Present law authorizes price supports at 75 to 90 percent of parity. 
The supports were maintained on dairy products at 90 percent for 
several years, until the Secretary of Agriculture on last April 1 reduced 
the supports to 75 percent. 

In 1954, with the sharply lower supports in effect for 9 months, 
dairy farmers received $193 million less for their total milk sales than 
in 1953, while consumers paid an estimated $60 million more for dairy 
products. 

The lower support level did not reduce the production of milk in 
1954, the output in 1954 being 2 percent above 1953. There was a 
small increase in comsumption “of fluid milk, butter, and cheese. 

H. R. 12 seeks to improve the position of dairy farmers. 


WHY DO WE NEED A FARM PROGRAM? 


Consumers and taxpayers often ask why agriculture is so different 
that it requires special treatment in law. 

The broad answer is that this special treatment is similar in principle 
to the minimum wage and collective bargaining laws that protect 
Labor’s income, the tariffs in protecting industry, the Government 
rate fixing that underwrites profits for utilities, fair trade laws for 
business, and many other National, State, and local laws intended to 
control or modify the hazards of doing business. 

The hazards in farming are greater than in any other enterprise. 

Agriculture is the only major element of our total economy 
that has no device, outside of the aid of Government, to pattern its 
production to market needs. 

A factory can be shut down in the middle of production, to adjust 
to a changing market, but farming cannot be stopped in the midst of 
a crop. Farmers have no way of measuring what should be their 
individual contributions to a balanced national supply of food and 
fiber, without Government help. And even in the best program their 
production is uncertain, being subject to the seasons—rain, hail, wind, 
ars temperatures, and sunshine. 

Agriculture is the only industry that does not set its prices but 
goes into the market places and asks: “What will you give me?” 

It might be well to ask how long the free enterprise system would 
survive if in industry, as in agriculture, the factories produced for a 
full year and in one brief period, as in agriculture’s harvest season, 
put all their accumulated goods and wares on auction, not at prices 
fixed by management but at prices the customers were willing to bid. 

Agriculture must look to Government for some protection in 
markets where the producers have no voice in the prices of the things 
they bring to sell. 
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3. The needs of consumers and the safety of the country require 
huge agricultural supplies on hand beyond the food and fiber cur- 
rently being consumed. But this very abundance—this safety margin 
against crop failures or other national or international emergencies— 
is known as “surplus’’ in the market places and will perpetually 
depress the farmers’ prices, in the absence of a farm program. 

These are some of the reasons why Government must recognize the 
vulnerability as well as the importance of agriculture. 


AMERICA’S STRENGTH 


In many nations of the world today the people are hungry, because 
their farmers have been neglected and ill treated. Many governments 
are weak and unstable, where food is scarce. Some are dictatorships, 
where individual freedom is lost. 

We recently witnessed a great upheaval in Russia. There the 
Communists cannot make enough guns to suit them, and at the same 
time produce enough food to feed the people. The late events have 
shown us that Russia’s great weakness is her inability to match the 
productivity of America’s farms. 

In Russia, agriculture requires the labor of fully one-half the total 
population. One family on a farm hardly can feed itself and one 
other family in town. 

In America, each farm worker feeds 16.4 persons in our own country, 
and another 1% abroad—a total of 18. 

A Soviet farm worker is only about one-fifth as productive as the 
average farm worker in the United States. 

Thus, while more than half of Russia’s total population works on 
farms, and still cannot meet the Communists’ needs for food and fiber, 
in America the efficiency of our farmers releases 86 percent of our 
population for other work—in factories, in mines, in shops, in trans- 
portation, in all the other pursuits that with the abundance of food 
and fiber from our farms—make the United States standard of living 
the envy of the world. 

The committee cites these facts to show where, fundamentally, our 
great national strength has its roots, as we bring to the House a report 
on disturbing and urgent conditions in our agriculture, and we pre- 
sent and propose H. R. 12 for the purpose of bringing about some 
remedy of these circumstances. 


ANALYSIS OF THE BILL 


Section 1. Price supports on basic commodities 

Section 1 of the bill amends section 101 (d) (6) of the Agricultural 
Act of 1949 to provide price supports on basic commodities at 90 
percent of parity for the vears 1955, 1956, and 1957. Under the exist- 
ing provisions of that paragraph, the basic commodities, with the 
exception of tobacco, will be supported on a sliding scale at from 82% 
to 90 percent of parity in 1955, and from 75 to 90 percent thereafter. 


Section 2. Domestic certificate program for wheat 

Section 2 is the domestic certificate or “two-price plan’’ for wheat 
which was reported by this committee last year as part of the bill 
H. R. 9680 and passed by the House. It has been changed only by 
the addition of clarifying language in a few places. 
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Under the provisions of this section, wheat farmers would receive 
the equivalent of 100 percent of parity for that portion of their wheat 
production which is consumed domestically for food. They would 
receive substantially the world price of wheat, whatever that might 
be, for the balance of their production. This would be accomplished 
by the Secretary of Agriculture, estimating the quantity of wheat to 
be consumed in the United States for food and issuing to wheat 
producers certificates representing their pro rata share of this domestic 
consumption. The value of these certificates would be the difference 
between the estimated market price of that year’s crop and 100 
percent of parity. 

The farmer would market his wheat in the ordinary manner, 
receiving for it the current market price. He would then sell or cash in 
his certificates with the Commodity Credit Corporation and receive 
the equivalent of the full parity price for that portion of the wheat 
represented by the certificates. 

Millers and others processing wheat for domestic consumption as 
food would be required to purchase and surrender to the Secretary 
certificates equivalent to the number of bushels of wheat sold for 
domestic food consumption. Thus, the farmer would be receiving 
and the miller would be paying the full parity price for the wheat 
which is consumed as food in the United States. 

Protection to other feed grains and to world-market prices is afforded 
by the requirement in the section that the Secretary shall establish a 
low-level support program to be determined by several factors, includ- 
ing the levels at which corn and other feed grains are supported and 
factors affecting international trade in wheat. 

The provisions of this section do not immediately put the new wheat 
program into effect but will give wheat producers an opportunity to 
vote on the program and will put it into effect automatically if more 
than 50 percent of those voting favor this program. 

A more detailed discussion of this provision will be found in the 
report of the committee on H. R. 9680, 83d Congress (H. Rept. 1927), 
pages 14-17. 

Section 3. Price-support level for milk and dairy products 

This section amends section 201 (ec) of the Agricultural Act of 1949 
with respect to the support level for milk and dairy products. Under 
the present provision of the law, the Secretary is required to support 
the price of whole milk, butterfat, and the products of such commodi- 
ties at such level between 75 and 90 percent of parity as the Secretary 
determines to be necessary in order to assure an adequate supply. 
The amendment reported herewith would set the minimum support 
level at 80 percent and would eliminate the reference to adequate 
supply as the only consideration on which the support level is to 
be based. 

Section 4. School-milk program 

The program for diverting surplus dairy production into fluid milk 
for increased and expanded consumption by school children, instead of 
into manufactured dairy products, has met with substantial success 
and wide public approval since it was authorized in the Agricultural 
Act of 1954. That act authorized such a program for 2 years in &n 
amount not exceeding $50 million per year. Section 4 of this bill will 
authorize the program through an additional year (until June 30, 
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1957) and will increase the authorized expenditure for the program 
to $75 million per year beginning July 1, 1955. 

The language of the act has also been amended slightly to provide 
that the funds are to be used “exclusively” to increase the consump- 
tion of fluid milk by children. The purpose of this is to make it clear 
that the funds are to be used only for the purchase and distribution 
of fluid milk and not for equipment or installations in schools in connec- 
tion with such distribution. 


Section 5. Brucellosis eradication 


The Agricultural Act of 1954 authorized, as part of the program to 
bring stability to the dairy industry, the use of up to $15 million a year 
of Commodity Credit Corporation funds for 2 years for the purpose of 
conducting an augmented campaign for eradicating brucellosis in 
cattle. This section would extend that authority through the fiscal 
year ending June 30, 1958. 


































CHANGES IN EXISTING LAW 





In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italics, and existing law in which 
no change is proposed is shown in roman): 


AGRICULTURAL ACT OF 1949 
TITLE I—BASIC AGRICULTURAL COMMODITIES 


* * oK * * * * 

Sec. 101. * * * 

SuBsEcTION (d). * * * 

(6) [Except as provided in subsection (c) and section 402, ] the level of support 
to cooperators shall be [not more than 90 per centum and not less than 82% per 
centum J 90 per centum of the parity price for the 1955, 1956, and 1957 crops of any 
basic agricultural commodity with respect to which producers have not disap- 
proved marketing quotas; 


* * * * * * ~ 
TITLE II—DESIGNATED NONBASIC AGRICULTURAL COMMODITIES 
* * * * * a * 


Suc. '201,* * * 

(c) The price of whole milk, butterfat, and the products of such commodities, 
respectively, shall be supported at [such level not in excess of 90 per centum nor 
less than 75 per pla tans not less than 8O per centum nor more than 90 per centum 
of the parity price therefor [as the Secretary determines necessary in order to 
assure an adequate supply.J. Such price support shall be provided through 
loans on, or purchases of, milk and products of milk and butterfat, and for the 
period ending March 31, 1956, surplus stocks of dairy products owned by the 
Commodity Credit Corporation may be disposed of by any methods determined 
necessary by the Secretary. [Beginning September 1, 1954, and ending June 30, 
1956, not to exceed $50,000,000 annually of] For the period September 1, 1954, 
to June 30, 1955, not to exceed $50,000,000, and for the period July 1, 1955, to June 
30, 1957, not to exceed $75,000,000 annually, of the funds of the Commodity Credit 
Corporation shall be used exclusively to increase the consumption of fluid milk bv 
children in nonprofit schools of high school grade and under. 


AGRICULTURAL ACT OF 1954 


* 
















* * 


Sec. 204. * * *. 
(e) As a means of stabilizing the dairy industry and further suppressing and 
eradicating brucellosis in cattle the Secretary of Agriculture is authorized to trans- 
fer not to exceed $15,000,000 [annually for a period of two years from funds 





* 





* 
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available to the Commodity Credit Corporation to the appropriation item “Plant 
and Animal Disease and Pest Control” in the Department of Agriculture Appro- 
priation Act, 1955] for each of the two fiscal years ending in 1257 and 1958, from 


funds available to the Commodity Credit Corporation to the funds avproprixted to the 


Department of Agriculture for such fiscal years for the purnose of accelerating the 
brucellosis eradication program, for the purpese of increesing to not to exceed $50 
per head of cattle the amount of the indemr itics aid ty the Federal Ceverr ment 
for cattle destroyed because of Frucellesis in conrection vith ccoy ere tive centrol 
and eradication programs for such disease in cattle entered into by the Secretary 
under the autherity of the Act of May 29, 1884, as amended, for the purpose of 
increasing the number of such indemnities, and fer the purpese of defrayirg eny 
additi nal administrative expenses in ecnnecticn therewith. There Lis] are herety 
autherized to be appropriated annvally such sums as may be necessary to reim- 
burse the Commodity Credit Corporaticn for expenditures pursuant to this section. 


AGRICULTURAL ADJUSTMENT ACT, OF 1938, AS AMENDED 


+ * * * * 7 . 
TITLE III—LOANS, PARITY PAYMENTS, CONSUMER SAFEGUARDS, 
[LAND] MARKETING QUOTAS, AND MARKETING CERTIFICATES 
+ * * * * * + 


Susprirte D—Wuear MarKetiIne CERTIFICATES 
LEGISLATIVE FINDINGS 


Sec. 880a. Wheat, in addition to being a basic food, is one of the great export crops 
of American agriculture and tts production for domestic consumption and for export 
is essential to the maintenance of a sound national economy and to the general welfare. 
The movement of wheat from producer to consumer, in the form cf the commodity or 
any cf the products thereof, is preponderantly in interstate and foreign commerce. 
That small percentage of wheat which is produced and consumed within the confines 
of any State is normally commingled with, and always bears a close and intimete 
commercial and competitive relationship to, that quantity of such commodity which 
moves in interstate and foreign commerce. For this reason, any regulation of intra- 
state commerce in wheat is a regulation of commerce which is in competition with, or 
which otherwise affects, obstructs, or burdens, interstate commerce in that commodity. 
In order to provide an adequate and balanced flow of wheat in interstate and foreign 
commerce and thereby assist farmers in obtaining parity of income by marketing wheat 
for domestic consumption at parity prices ond by increased exports at world prices, 
and to assure consumers an adequate and steady supply of wheat at fair prices, it is 
necessary to regulate all commerce in wheat in the manner provided under the market- 
ing certificate plan set forth in this subtitle. 


DOMESTIC FOOD QUOTA 


Sec. &80b. Not later than July I of each calendar year the Secretary shall determine 
and proclaim the domestic food quota for wheat for the marketirg year beginning in the 
nert calendar year. Such domestic food quota shall be that number of bushels of wheat 
which the Secretary determines will be consumed as human food in the continental 
United States during such marksting year. 


APPORTIONMENT OF DOMESTIC FOOD QUOTA 


Sec. 280c. (a) The domestic food quota for wheat, less a reserve of rot to exceed 
1 per centum thereof for apportionment os provided in this subsection, shall be appor- 
tioned Ly the Secretary among the several States on the basis of the total production of 
wheat in each Slate during the five calendar years immediately preceding the cvlendar 
year in which the quota is proclaimed, with such adjustments as are determined to be 
necessary for adverse weather conditions and for trends in production during such 
period. The reserve quota set aside herein for apportionment by the Secretary shall 
be used to establish quotas for counties, in addition to the county quotas estal lished 
under subsection (b) of this section, on the basis of the relative needs of counties for 
additional quota because of reclamation cnd other new areas coming tr.to the production 
of wheat during the five calendar years immediately preceding the calendar year in 
which the quota is proclaimed. 

(b) The State domestic food quota for wheal, less a reserve of not to erceed three 
per centum thereof for apportionment as provided in subsection (c), shall be appor- 
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tioned by the Secretary among the counties in the State on the basis of the total produc- 
tion of wheat in each county during the five calendar years immediately preceding the 
calendar year in which the quota is proclaimed, with such adjustments as are deter- 
mined to be recessary for adverse weather conditions and for trends in production 
during such period. 

(c) The county domestic food quota for wheat shall be apportioned by the Secretary, 
through the local committees, among the farms within the county on which wheat has 
been seeded for the production of wheat during ary one or more of the vhree calendar 
years immediately preceding the calendar year in which the marketing year for which 
the quota is proclaimed begins, on the basis of che normal yield of the acreage planted 
to wheat during such three-year period. The reserve provided under subsection (b) 
shall be used to adjust farm quotas which the county commitlee delermines to be 
inequitable on the basis of tillable acres, crap-rovation practices, type of soil, and 
topography. 

MARKETING CERTIFICATES 


Sec. 380d. (a) The Secretary shall prepare for issuance in each county marketing 
certificates aggregating the amount of the county domestic food quota. Such certificates 
shall be issued to cooperators in an amount equal to the domestic food quota established 
for the farm pursuant to the applicable provisions of section 380c of this Act. The 
marketing certificates for a farm shall be issued to the farm operator, but the Secretary 
may authorize the issuance of marketing certificates to individidual producers on any 
farm on the basis of their respective shares in the wheat crop, or the proceeds thereof, 
produced on the farm. The Secretary shall also issue and sell marketing certificates 
in such quantities as may be required to persons processing wheat into food products, 
Marketing certificates shall be transferable only in accordance with regulations 
issued by the Secretary. 

(b) Whenever a domestic food quota is proclaimed for any marketing year pursuant 
lo section 380b of this Act, the Secretary shall determine and proclaim for such market- 
ing year (1) the estimated parity price and the estimated farm price for wheat, and 
(2) the value of the marketing certificate. The value of the marketing certificate shall 
be equal to the amount by which the estimated parity price exceeds the estimated farm 
price as determined herein. The value of the marketing certificate shall be computed 
to the nearest cent. The proclamation required by this subsection shall be mad: 
during the month of June immediately preceding the marketing year for which such 
domestic food quota is proclaimed. 

(ce) The Secretary is authorized and directed through the Commodity Credit Corpo- 
ration to buy and sell marketing certificates issued for any marketing year at the 
value proclaimed pursuant to subsection (b) of this section. For the purpose of 
facilitating the purchase and sale of certificates, the Secretary may establish and 
operate a pool or pools and he may also authorize public and private agencies to act 
as his agents, either directly or through the pool or pools. Certificates shall be valid 
to cover sales and importations of products made during the marketing year with 
respect to which they are issued and after being once used to cover such sales and 
importations shall be canceled by the Secretary. Any unused certificates shall be 
redeemed by the Secretary at the price established for such certificates. 


MARKETING RESTRICTIONS 


Sec. 380e. (a) Except as provided in subsection (d) hereof all persons engaged 
in the processing of wheat into food products composed wholly or partly of wheat are 
hereby prohibited from marketing any such product for domestic food consumption 
or export containing wheat in excess of the quantity for which marketing certificates 
issued pursuant to section 380d of this Act have been acquired by such person. 

(6) Except as provided in subsection (d) hereof all persons are hereby prohibited 
from importing or bringing into the continental United States any food products 
containing wheat in excess of the quantity for which marketing certificates issued 
pursuant to section 380d of this Act have been acquired by such person. 

(c) Upon the exportation from the continental United States of any food product 
containing wheat, with respect to which marketing certificates as required herein 
have been acquired, the Secretary shall pay to the exporter an amount equal to the 
value of the certificates for the quantity of wheat so exported. For the purposes of 
this subsection, the consignor named in the bill of lading, under which the article is 
exported, shall be considered the exporter: Provided, however, That any other person 
may be considered to be the exporter if the consignor named in the bill of lading waives 
claim in favor of such other person. 

(d) Upon the giving of a bond satisfactory to the Secretary under such rules and 
regulations as he shall prescribe to secure the purchase of and payment for such 
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marketing certificates as may be required, any person required to have a marketing 
certificate in order to market or import a food product composed wholly or partly of 
wheat may market or wmport any such commodity without having first acquired a 
marketing certificate. 

(e) As used in section 390¢e of this title, the term “marketing’’ means the sale and 
the delivery of the food product composed wholly or partly of wheat. 


CONVERSION FACTORS 


Sec. 380f. The Secretary shall ascertain and establish conversion factors showing 
the amount of wheat contained in food products processed wholly or partly from wheat. 
The conversion factor for any such product shall be determined upon the basis of the 
weight of wheat used in the processing of such product. 


CIVIL PENALTIES 


Sec. 380g. Any person who violates or attempts to violate, or who participates or 
aids in the violation of, any of the provisions of subsection (a) or (b) of section 380e 
of this Act shall forfeit to the United States a sum equal to three times the market 
value, al the ‘ime of the commission of such acl, of the product involved in such viola- 
tion. Such forfeiture shall be recoverable in a civil suit brought in the name of the 
United States. 


ADJUSTMENTS IN DOMESTIC FOOD QUOTAS 


Sec. 380h. If the Secretary has reason to believe that, because of a national emer- 
gency or because of a material increase in demand for wheat, the domestic food quota 
for wheat should be encreased or suspended, he shall cause an immediate investigation 
to be made to determine whether the increase or suspension is necessary in order to 
meet such emergency or increase in the demand for wheat. If, on the basis of such 
investigation, the Secretary finds that such increase or suspension is necessary, he 
shall immediately proclaim such finding (and if he finds an increase is necessary, the 
amount of the increase found by him to be necessary) and thereupon such quota shall 
be increased or shall be suspended, as the case may be. In case any domestic food 
quota for wheat is increased under this section, each farm quota for wheat shall be 
increased in the same ratio and marketing certificates shall be issued therefor in ac- 
cordance with section 380d of this Act. In case any domestic food quota for wheat is 
suspended under this section, the Secretary may redetermine the value of marketing 
certificates issued pursuant to section 380d of this Act. 


REPORTS AND RECORDS 


Sec. 380. (a) The provisions of section 373 of this Act shall apply to all persons, 
except wheat producers, who are subject to the provisions of this subtitle, except that 
any such person failing to make any report or keep any record as required by this 
section or making any false report or record shall be deemed guilty of a misdemeanor 
and upon conviction thereof shall be subject to a fine of not more than $2,000 for each 
such violation. 

(b) The provisions of section 373 (b) of the Act shall apply to all wheat farmers who 
are subject to the provisions of this subtitle. 


REFERENDUM 


Sec. 380). Inthe referendum held pursuant to section 336 of this Act on the national 
marketing quota proclaimed for the 1956 crop of wheat, the Secretary shall also submit 
the question whether farmers favor a marketing certificate program under this subtitle 
in lieu of marketing quotas under subtitle B. If more than one-half of the farmers 
voting in the referendum favor such marketing certificate program, the Secretary shall, 
prior to the effective date of the national marketing quota proclaimed under subtitle 
B, suspend the operation of such quota and a marketing certificate program shall be 
in effect for the 1956 and subsequent wheat crops under the provisions of this subtitle 
~ marketing quotas and acreage allotments shall not be in effect for wheat under 
subtitle B. 


PRICE SUPPORT 


Sec. 380k. Notwithstanding any other provision of law- 

(a) Whenever a wheat marketing certificate program wnder this subtitle is in effect, 
price support for wheat shall be determined in accordance with the provisions of 
subsection (b) of this section. 
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(b) The Secretary of Agriculture is authorized to make available through loans, 
purchases, or other operations, price support to producers of wheat who are cooperators. 
The amount, terms, conditions, and extent of such price support operations shall be 
determined by the Secretary, except that the level of such support shall be determined 
after taking into consideration the following factors: (1) the supply of the commodity 
in relation to the demand therefor, (2) the price levels at which corn and other feed 
grains are being supported and the feed value of such grains in relation to wheat, 
(3) the provisions of any international agreement relating to wheat to which the 
United States is a party, (4) foreign trade policies of friendly wheat exporting countries, 
and (5) other factors affecting international trade in wheat including exchange rates 
and currency regulations. 

(c) Compliance by the producer with acreage allotments, production goals, and 
marketing practices (excluding marketing quotas) may be prescribed and required by 
the Secretary as a condition of eligibility for price support and for the receipt of wheat 
marketing certificates 


SustiTLe [D] E—MIscELLANEOUS PROVISIONS AND APPROPRIATIONS 
* * * * * + * 
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WHEAT, AND DAIRY PRODUCTS 





Marcu 11, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed with illustrations 





Mr. Harrison of Nebraska, from the Committee on Agriculture, 
submitted the following 


MINORITY VIEWS 


{To accompany H. R. 12] 


H. R. 12 should be defeated. 

This bill will not help farmers, but, on the contrary, will hurt farmers 
by continuing to provide an incentive for increasing production of 
commodities that are not needed, by curtailing the movement of 
production into domestic and export markets, and by piling up income- 
depressing surpluses in Government hands. 

Rigid 90-percent price support will have the effect of continuing to 
build up larger and larger surpluses which will make present burden- 
some acreage restrictions all the more necessary. 

We are for farmers getting the highest possible price consistent with 
maintaining markets which are necessary to continuing farm pros- 
perity ; however, the drastic cuts in acreage allotments directly due to 
the nigid high price supports is making it impossible for many farmers 
to continue operations. This is particularly true of many small 
farmers. For example, a farmer with only 100 acres of wheatland 
finds that he just can’t make things go when he is required to take 40 
acres out of production. The 60 acres on which he is allowed to 
produce wheat is not enough to fully utilize his family labor nor 
amortize the cost of his investments. After a farmer has gone bank- 
rupt because he doesn’t have enough to sell, it doesn’t make much 
difference to him whether the support price is $2 or $1.75. In either 
case, rigid supports have forced him off the farm onto the city streets 
to look for a job. 

With pctink hol continuing to pile up and the cost of the price- 
support program mounting ever higher and higher, the day may be 
near at hand when the entire farm program will fall of its own weight 
in @ Manner similar to what it did in the case of potatoes. With no 
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price-support system, a greatly expanded agricultural plant, and huge 
surpluses hanging over the market, the stage would be set for an 
intolerable situation. By exercising responsibility now and giving 
the act of 1954 a chance to help farmers work out of their present 
difficulties, we will be doing a distinct service to agriculture and 
the Nation. 


NONBASICS ARE IN BETTER SHAPE THAN BASICS 


The arguments of those who favor price-fixing in agriculture would 
lead us to believe that there is no future for a commodity for which 
rigid price supports are not provided. We submit that the exact 
reverse is the case. Producers of commodities for which rigid price 
supports are not provided can look forward with more confidence 
and more hope in the future than can the producers of commodities 
faced with income-depressing surpluses created by rigid price-support 
programs. 

It is an interesting and significant fact that the average price of 
nonbasic commodities has been higher (as measured by parity price 
relationships) in every year since 1940, except one, than the price of 
so-called basic commodities. 

All the tremendous efforts, the special legislation, the CCC expendi- 
tures, the allotment and marketing quota programs, and all the other 
activity devoted to increasing the prices of basic commodities in 
recent years have not been successful in raising prices for such com- 
modities above the general level of farm prices. On the contrary 
they have created extremely difficult and complex problems, and have 
necessitated the promulgation of complex and cumbersome production 
control programs. 

Not only is the outlook for nonbasic commodities much better 
than the outlook for the basic commodities, but the major cloud in 
the future so far as the nonbasic commodities are concerned, is that 
the problems of the basic-crop producers are being transferred to the 
producers of nonbasic commodities. The loss of markets for basic 
commodities resulting from the rigid price-support programs is result- 
ing in a diversion of acreage from basic crops to nonbasic commodities. 
Acreage diverted from basic commodities is going into the production 
of other commodities, thus adversely affecting the price and marketing 
situation for producers of such other products. 


REASONABLE PRICE SUPPORT CAN HELP 


Sensible farm price-support programs can be a real help to agri- 
culture. They can help farmers to market their products in an orderly 
manner and avoid extreme price fluctuations not justified by the 
demand-supply situation. 

But unless they are used cautiously—and by cautiously we mean 
so as to avoid the interference with the use of marketing of products 
in domestic and foreign markets, so as to avoid the stimulation of 
unneeded production in this and other countries, and so as to avoid 
the continued creation of income-depressing surpluses, they create 
more problems than they solve. In fact they become part of the 
problem. 

Keep in mind that the Agricultural Act of 1954 doesn’t go into effect 
until the 1955 harvest and does not get into full operation until 1956. 
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Let’s give this law a chance to work. Farm income continues to 
decline under the program now in operation and H. R. 12 proposes to 
extend this income-depressing law for 3 more years. 


GOVERNMENT PRICE FIXING IS A FAILURE 


We submit that the experience with price fixing for farm products 
during the years 1947 to 1954 provides a factual demonstration of the 
impracticality and adverse consequences of this policy. 


Net farm income 


Billions of Billions 0) 

Year:! dollars | Year—Continued dollars 
1947 (peak) ___- Sesh 16% 1963 (Korea)... .2--. --=.-.) 14% 
Soe a bd eek ee ARSE) Peers Oe YS 
| REG et. Bri Seeee =. 138% | SE ae eer ey eee t 
1950 (26 percent below 1947)_ 12% 1954 (25 percent below 1947)_ 12% 


' 90 percent rigid supports have been in effect for basics during all of these years. 


Despite the fact that 90 percent farm price supports on so-called 
basic commodities were in effect through this entire period, farm prices 
continued to decline, and Government ownership of farm products 
continued to increase. Whereas the statutory borrowing power of 
the Commodity Credit Corporation never exceeded $900 million prior 
to 1940, the Congress has found it necessary to increase the borrowing 
authorization periodically since then. In 1954 it became necessary 
for the Congress to increase the borrowing authority twice, once from 
$6% billion to $8% billion and then to $10 billion. 

It is not accidental that practically all of the stocks owned by the 
Federal Government consist of commodities for which price support 
has been provided at.a fixed level without regard to supply-demand 
relationships. 

[t is not surprising that the most serious production and marketing 
situations in agriculture today are for commodities for which price 
support has been fixed at 90 percent of parity. 

It is not a coincidence that the producers of commodities for which 
the Government fixed price without regard to supply and demand 
factors face a far gloomier outlook than the producers of commodities 
that have no price supports. 

It is, we believe, important to appreciate that the short-run expedi- 
ent may have long-run consequences of great significance to the welfare 
of farm people. We need to distinguish between short-run and long- 
run effects. Price fixing may appear to be in the interest of farmers — 
in the short run. But the long-run consequences are harmful to 
farm incomes. 

RESULTS OF PRICE FIXING 


The first result of price fixing is that an artificial stimulus to produce 
commodities in excess of market demands is created. Many farmers 
who might otherwise stop producing a particular crop are discouraged 
from doing so. New farmers are encouraged to undertake the pro- 
duction of the supported crop. A supplemental factor is that many 
farmers will plant more acres of a supported crop than they otherwise 
would in order to insure that if marketing quotas are proclaimed they 
will have developed “history” of the supported crop so their allotment 
will be larger in the future. 
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TABLE I 





FARMERS’ PRICES 


Comparison of Prices for Price-Supported ‘Basic’? Commodities 
With Those of Nonsupported Group 





% OF 1910-14 
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U. S. DEPARTMENT OF AGRICULTURE NEG. 82-54(3) AGRICULTURAL MARKETING SERVICE 





TABLE II 





CARRYOVER OF MAJOR 
FARM COMMODITIES 


Food 
Wheat Cotton Corn Fats & Oils 
(MIL. BU.) (THOUS. BALES) (MIL. BU.) (MIL. LBS.) 


\ 
ki ue 
1952 '53'54°55 1952 '53'54°55 
CROP YEARS BEGINNING: WHEAT, JULY 1, COTTON, AUG. 1; CORN, OCT. 1; PATS AND OILS, OCT.!. NEIGHT OF BARS ARE PROPORTIONAL TO VALUE. 


U. S. DEPARTMENT OF AGRICULTURE NEG. 80-55(1) AGRICULTURAL MARKETING SERVICE 
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The second result of price fixing of farm products is that consump- 
tion is reduced. Demand is not rigid. Demand is variable. The 
amount of a product that consumers will use increases when the price 
oes down and decreases when the price goes up. This is more 
important for some commodities than for others but is important for 
all commodities. An important aspect of demand is the possibility 
of substitution, for example, vegetable oils for butter or synthetic 
fibers for cotton. 

The third thing that happens when prices of farm products are 
fixed by Government is that it becomes more and more difficult for 
the United States to maintain its position in world markets. It is 
difficult or impossible to maintain exports when the United States 
price of a commodity is held artifically above the world price. 

The fourth result is that production of such commodities is stimu- 
lated in other countries. Our price-support programs hold an umbrella 
over producers all over the world. Thus the acreage reductions in 
basic crops under the marketing quotas is offset by increased produc- 
tion of such products in other countries. This increased production 
in other countries is likely, once established at a new higher level, to 
remain at that level. Thus price fixing of farm products creates com- 
petitors in other countries that are ready and willing to sell below our 
fixed prices. It becomes more and more difficult for United States 
producers to enter world markets. Each additional year rigid prices 
are maintained, additional permanent competition is stimulated in 
other countries. Each additional year in which rigid prices are main- 
tained the more farmers are injured by destroying the possibility of 
getting and maintaining foreign markets. 

The inevitable result of the loss of markets and the increased pro- 
duction resulting from rigid price fixing in agriculture, is that surpluses 
pile up in the hands of the Federal Government. 

These surpluses in themselves create difficult and complex problems. 
The Commodity Credit Corporation is not a market. It’s just a store- 
house. We have not as yet found any real good answers as to how 
we get rid of surpluses once they are acquired by Government. 


SUMMARY 


Rigid 90 percent mandatory price-support programs have failed to 
keep farm income from declining, created surpluses that have forced 
farm prices downward, held commodities off of the market at great 
cost to the Government, undermined public support for sound farm 
programs, lost foreign and domestic markets, assisted foreign competi- 
tors to take our markets, and have taken the right to produce away 
from both small and large farmers. 

Finally, we repeat a statement by Dr. Edwin Nourse (formerly 
Chairman of the President’s Council of Economic Advisers) who said 
in 1949: 


Intercommodity price relationships must be kept consistent with basic trends in 
demand and supply conditions. To the maximum extent possible, parity-price 
relationships and support-price programs should encourage shifts to those com- 
modities that are most wanted. Rigid systems of support, in violation of this 
principle, can only lead to rigid systems for restricting output that violate our 
tenets of economic freedom, that work against our objectives of maximum pro- 
duction, and that in the end take away from farmers’ incomes through decreased 
volume as much as, or more than, they add through increased prices. 
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DAIRY 


Finally, we wish to record opposition to the proposal to incréase 
the range of price support for dairy products from 75 to 90 percent 
of parity to 80 to 90 percent of parity. During the past year we have 
made dramatic progress toward bringing production and consumption 
of dairy products into balance. This is no time to “rock the boat’ 
and disrupt the present program which appears to be enabling dairy 
farmers to successfully make the required adjustments. 

Last year dairy price supports were $3.15 per hundredweight for 
manufacturing milk and 56.2 cents per pound for butterfat. In Janu- 
ary 1955, the Department of Agriculture announced that these price 
levels would be continued in 1955. It was estimated this would be 
80 percent of parity for manufacturing milk and 77 percent for butter- 
fat. Present estimates are that manufacturing milk will work out 
at 80 percent of parity and the 56.2 cents per pound on butterfat 
will work out at 76 percent of parity. 

If rigid price supports are forced on the dairy farmer, inevitably 
surpluses will become so great that demands will be made to institute 
Government programs to cut production, Certainly dairy farmers 
do not want to embark upon a program of trying to control production 
by legislation. 

The provisions of H. R. 12 which expand the milk program for school 
lunch and the brucellosis program through CCC for 2 more years 
may be desirable, however, this can be done as a separate measure 
or as a part of an appropriations bill. It is not necessary to pass 
them along with some very undesirable legislation. 


R. D. Harrison. 

Pau. B. Dacue. 

Karu C. Kina. 
Cuirrorp G. McIntire, 
Wiiuiam R. WILuIAMs. 
Henry Axupovus Dixon. 
Pace BELCHER. 
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FURTHER MINORITY VIEWS 


Although I subscribe to the conclusion of the minority report, I feel 
compelled to submit these additional views so that my position may 
be clearly understood. 

The bill as reported from the committee is highly discriminator 
in that it does not deal fairly with that section of agriculture which 
has sustained the largest income drop since World War II. I refer, 
of course, to the dairy farmer. 

Individual members of the majority have talked about the necessity 
of returning to 90 percent rigid supports for agricultural products. 
In reporting out this bill in its present form one must conclude that 
the majority are concerned only with 90 percent supports for corn, 
rice, peanuts, cotton, wheat, and tobacco but not for dairy products. 

The support sections of this bill as reported by the committee serve 
no other purpose than to further increase the production costs of the 
dairy farmer. This new legislation would not have any effect upon 
the price of manufactured milk or cheese for the coming year, as the 
Secretary of Agriculture has announced that manufactured milk will 
be supported at 80 percent of parity for the marketing year, beginning 
April 1, 1955. 

Me vin R. Larrp, 
Member of Congress. 


31 


6iCAN LIBRARIES 


- 


ii 


0 
» 
i 
M4 
m 
2 


FURTHER MINORITY VIEWS 


Wueat CertviFicaTE PLAN 


H. R. 12 also provides for the institution of a multiple-price program 
for wheat. While this proposal has been discussed for a number of 
years in many wheat-growing areas, a hearing has not been held 

efore the House Committee on Agriculture. Such a hearing is 
necessary in order to develop the kind of a record that will enable 
Members of this House to consider this plan in the light of the ex- 
perience we have had with other Government programs. Considera- 
tion of this plan should not be prejudiced by tying it to the continuance 
of the discredited 90-percent mandatory price-support program. 


R. D. Harrison. 
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TREASURY AND POST OFFICE DEPARTMENTS, AND THE 
TAX COURT OF THE UNITED STATES APPROPRIATION 
BILL, 1956 





Marcu 11, 1955 —Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Gary, from the Committee on Appropriations, submitted the 
following 


REPORT 


{To accompany H. R. 4876] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Treasury and Post Office Departments and the Tax Court of the 
United States for the fiscal year 1956. 

The estimates considered by the Committee are contained in the 
1956 Budget (H. Doc. No. 16), and an amendment contained in 
H. Doe. No. 94, as follows: Treasury Department, pages 916-967; 
Post Office Department, pages 876-890, as amended by H. Doc. 
No. 94; and The Tax Court of the United States, pages 150-151. 


APPROPRIATIONS AND ESTIMATES 


The following table summarizes the amounts of the direct annual 
appropriations recommended in the bill in comparison with the 
corresponding estimates and 1955 appropriations: 








Tax Court of 
Treasury Post Office 
Department | Department — Total 
Appropriations, 1955. ...........-...... $589, 955, 600 | $2, 754, 877, 100 $1, 000,000 | $3, .44, 832, 700 
Estimates, 1006... ss-acssccascosocesq 614, 398, 000 | 2, 754, 817, 000 1, 035,00 | 3, 360, 250, 000 
ES iy ait Real eae 595, 18,000 | 2, 685, 70 ', 000 1, 035, 00 3, 282, 573, 900 
Bill compared with 1955 appropriations- +5, 862, 400 | = =69, 177, 100 +35, 00 —63, 279, 700 
Bill compared with 1956 estimates_..... —8, 580, 00 | = J, 117, 000 }...........-.-.- —77, is7, 000 
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SUMMARY OF THE BILL 


The total of the regular annual appropriations, carried in Titles I, 
IT, and III of the bill, is $3,282,553,000, a reduction of $77,697 000 
in the budget estimates for direct appropriation. The amount 
recommended in the bill is $63,279,700 below the comparable appro- 
priations for the fiscal year 1955. 


PERMANENT APPROPRIATIONS AND TRUST FUNDS 


The Treasury Department is responsible for the administration of 
various permanent indefinite appropriations and of certain trust 
funds, none of which require Congressional action in the regular 
annual appropriation bills. 

The permanent indefinite appropriations are estimated to total 
$7,122,873,781 for fiscal year 1956, a decrease of $156,779,508 below 
the presently estimated total for 1955. The largest single item in this 
category is “‘Interest on the public debt” which is estimated to be 
$6,300,000,000 for fiscal year 1956, a decrease of $175,000,000 as 
compared with the current estimate for 1955. This reduction does 
not indicate a decrease in the public debt, but rather, results from 
certain refunding operations in 1955 which required the payment of a 
full year’s interest at higher rates than applicable to the new securities 
issued (see page 137, Treasury Hearings, 1956). 

The estimated total of all trust funds ddenisintered by the Treasury 
is $8,518,925,685 for 1956, an increase of $1,232,772,170 over the 
current estimate for 1955. The trust funds are not charges against 
the general revenues of the Treasury. The largest of these funds is 
the “Federal old-age and survivors insurance trust fund” estimated at 
$6 ,798,871,286 for 1956 as compared with $5,774,293,909 in 1955, an 
increase of. $1,024 577,377. 

Detailed estimates for each of these various permanent appropria- 
tions and trust funds are contained in a tabulation on pages 12 and 
13 of this report. 

The Departments and agencies included in this bill thus have the 
responsibility for administering a total of nearly $19.0 billion in bud- 
are Federal funds, including the $3.3 billion recommended herein 

or regular annual appropriation. 


TITLE I—TREASURY DEPARTMENT 


The accompanying bill recommends a total regular annual appro- 
priation of $595,818,000 a decrease of $8,580,000 in the budget esti- 
mates for 1956. The amount recommended is $5,862,400 more than 
the appropriation for 1955. 

In addition to the regular annual appropriations, the bill includes 
authorizations, for corporations and agencies within the Treasury 
Department, to use $2,200,000 of corporate funds or borrowing 
authority for administrative expenses, detailed subsequently in this 
report. 

BUDGET JUSTIFICATIONS 


In several instances, Bureaus of the Department submitted justifi- 
cations, and witnesses made general statements, indicating that the 








les I, 
000 
jount 
>pro- 


yn of 
trust 
gular 


total 
velow 
1 this 
10 be 
0 as 
does 
from 
, ofa 
rities 


sUry 
> the 
ainst 
ids is 
ed at 
5, an 


pria- 
} and 


e the 
bud- 
erein 


ppro- 
esti- 
than 


ludes 
ASUrY 
wing 


. this 


istifi- 
t the 
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funds appropriated for 1955 are inadequate. The Committee is im- 
pelled to point out that: 

(1) the previous Congress, expressing its willingness to cooperate 
with the Administration, voted the amounts recommended by the 
Treasury-Post Office Subcommittee of this Committee, which 
were in total less than a one percent reduction in the budget esti- 
mates 

(2) the Congress, at this writing, has not received from the 
Administration formal notice that any Treasury appropriation 
has been required to be apportioned on a basis which would indi- 
cate a deficiency, and 

(3) the purpose of the appropriation hearing is to examine into, 
and be apprised of, the necessity for the funds estimated to be 
required in the forthcoming fiscal year, rather than a forum for 
the va, aan of prior actions, whether administrative or con- 
gressional. 

OFFICE OF THE SECRETARY 


The Committee recommendation of $2,650,000 is a decrease of 
$30,000 in the estimates, but an increase of $50,000 over the appropri- 
ation for 1955. The reduction is directed specifically at the position 
of Assistant Secretary created to head the liquidation of corporate and 
lending activities recently transferred to the Treasury Department. 
Progress in the disposition of both physical assets, including both syn- 
thetic rubber and tin operations, and loan accounts has been substan- 
tial, and the basis for the position no longer exists to the degree that 
prompted its establishment. The reduction includes, in addition to 
the salary of the Assistant Secretary, the clerical assistance estimated 
to be needed for that position. 

Language is included in Sec. 104, General Provisions, Treasury 
Department, to give permanent effect to this decrease. 


BUREAU OF ACCOUNTS 


Salaries and exrpenses.—The Committee recommends the full amount 
of the budget estimate, $2,600,000. This is an increase of $51,300 
above the amount appropriated for 1955. In making this recom- 
mendation, the Committee expects that the various backlogs and 
deficiencies in accounting and reporting, alleged to have accrued as 
a result of inadequacy of funds, will be overcome. 

Division of Disbursements.—An appropriation of $15,475,000 is 
recommended by the Committee, which is a decrease of $100,000 in 
the budget estimates, but an increase of $625,000 over the amount 
appropriated in 1955. The justifications indicate a decrease in the 
unit cost of issuing checks for three of the five major activities, but 
do not establish a basis for an increase in the other two categories. 
The Committee has, in effect, reduced the allowance for these two 
categories to the actual unit costs incurred in 1954. 

The increase over the 1955 appropriation is accounted for almost 
entirely by the increase in Social Security check issues resultant from 
= extensions of coverage granted by the Social Security Amendments 
of 1954. 
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BUREAU OF THE PUBLIC DEBT 


The bill includes $44,500,000 for the administration of the public 
debt. This recommendation is a decrease of $200,000 in the budget 
estimate and is $497,300 below the appropriation for 1955. Testimony 
disclosed that one operation, the manual posting of serial numbers of 
retired bonds, was discontinued Sept. 30, 1954 with resulting savings 
of $176,000 in 1955. In making its recommendation, the Committee 
suggests that there appear to be possibilities for off-setting readjust- 
ments in the routine repetitive type operations of the Bureau which 
would permit the accomplishment of all essential functions within 
the funds appropriated. 


OFFICE OF THE TREASURER 


The Committee recommends a decrease of $500,000 in the estimates, 
leaving $15,000,000 for appropriation. This amount is $499,000 less 
than was appropriated in 1955. The Committee action is based on 
the fact that standards of fitness for currency in circulation appear 
not to be uniform throughout the Nation. Present standards in 
certain areas could be reduced, thus decreasing the retirement activity 
and, although not necessarily in direct proportion, the procurement 
and transportation of new currency. 


BUREAU OF CUSTOMS 


The Committee recommends $41,200,000, the full amount of the 
estimates, and an increase of $1,203,700 above the amount appro- 
priated in 1955. The recommended amount will permit the employ- 
ment of approximately 41 additional employees in connection with 
the control of importation of political propaganda and the segregation 
of foreign mail parcels for more expeditious handling. 

In recommending the full amount of the estimate, which includes 
funds for the establishment of a small number of additional investiga- 
tive personnel on foreign stations, the Committee urges that the Bu- 
reau exercise caution and prudence in the build-up of an overseas staff. 


INTERNAL REVENUE SERVICE 


The bill includes $278 500,000 for the Service, a reduction of $7 ,500,- 
000 in the estimates. The amount recommended is $4,838,000 more 
than the appropriation for 1955. During the consideration of the 
regular annual and the supplemental estimates for 1955, the Com- 
mittee was asked for funds to provide 1,450 additional revenue agents. 
Testimony disclosed that the plans, testified to before the Committee 
at those times, were not followed. At the time of the current hearings, 
only 289 new agents had been added to the rolls. This is not to dis- 
parage some very beneficial practical changes in the basic plans for 
employee utilization, but rather to require that programs for the 
expenditure of funds should be more firm before being presented to 
the Committee. Various bits of off-the-record testimony tended to 
confirm the belief of the Committee that the Service, with the modest 
increase provided in this bill, probably will have reached its optimum 
employment level. 
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BUREAU OF NARCOTICS 


The bill includes $2,990,000, the amount of the budget estimate, for 
this Bureau. This represents an increase of $220,000 over the appro- 
priation for 1955, the principal portion of which is the result of differ- 
ential pay in lieu of overtime authorized by the Federal Employees 
Pay Act Amendments of 1954. 


UNITED STATES SECRET SERVICE 


Salaries and exrpenses.—The Committee recommends an appropria- 
tion of $2,960,000, the entire amount of the budget request, an increase 
of $322,000 over the amount appropriated for 1955. Nearly one-half 
of the increase is accounted for in increased premium and overtime 
pay authorized by Title Il of Public Law 763, 83rd Congress (the 
“Fringe Benefits’ Act). In addition, approximately $40,000 is in- 
cluded for the pay and related costs of employing eight additional 
agents during 1956. 

White House Police.—The bill includes $800,000 for this activity, the 
full amount of the budget estimate. The amount recommended is 
$26,000 greater than the appropriation for 1955, the principal increase 
being the full-year cost of the 18 positions added for the last nine 
months of 1955. One additional position is provided in 1956 to estab- 
lish complete around the clock post coverage and visitor control at the 
White House. 

Guard Force.—The bill includes $268,000 for the Guard Force for 
the protection of Treasury Department buildings in the District of 
Columbia. This is the amount of the budget estimate and the same 
amount as the appropriation for 1955. 


BUREAU OF THE MINT 


The sum of $3,650,000, the amount of the budget estimate, is in- 
cluded in the bill for the operation of the Bureau of the Mint. This 
amount is $738,000 less than was appropriated for 1955. The de- 
crease is based on the fact that the demand for coins decreased during 
1954, and the inventory of finished coin as of June 30, 1954 was good. 


BUREAU OF ENGRAVING AND PRINTING 


No appropriation is required for this Bureau, as it operates on a 

working capital fund basis as authorized in the Treasury Department 
Appropriation Act of 1952. In that Act, a permanent provision of 
law was established as follows: 
* * * in order to foster competition in the manufacture of distinctive paper 
for United States currency and securities, the Secretary of the Treasury is 
authorized, in his discretion, to split the award for such paper between the two 
bidders whose prices per pound are the lowest received after advertisement. 

The Committee has been advised that, although the number of 
invitations to bid varies from 35 to 60, only one bidder has responded 


to the invitations of the past several years. The Committee intends 
to explore this situation during the year, especially in view of the 
present experiments in dry intaglio printing whi 

to the more expensive dry paper. 
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The Bureau appears to be somewhat remiss in its consideration of the 
budgetary problems of its customers. In testimony before the Com- 
mittee, the Post Office Department representatives stated that their 
budget for stamps and accountable paper was based on costs in effect 
in 1955. The Bureau of Engraving and Printing predicated a portion 
of its operating budget on an increase in the unit cost of printing 
postage stamps. It would seem in order for the Bureau to so advise 
its customer agencies when cost increases are sufficiently apparent as 
to be included in operating budgets. 


UNITED STATES COAST GUARD 


Funds for the operation of the Coast Guard are contained in four 
separate appropriation titles. The aggregate recommended in the 
bill is $185,225,000, a decrease of $250,000 below the estimates, but 
an increase of $260,700 above the appropriations for 1955. The 
following four paragraphs summarize the recommendations by title. 

Operating expenses.—For this activity, comprising the routine 
operation and maintenance of all Coast Guard installations and 
activities, the recommended appropriation is $153,750,000, a decrease 
of $250,000 in the estimates and a decrease of $2,059,300 as compared 
with the appropriation for 1955. The decrease from the 1955 level 
of appropriation is accounted for by the fact that lesser numbers of 
military personnel will be separated in 1956 than in 1955 with resultant 
less cost for terminal leave payments, etc. The reduction in the 1956 
estimate is based primarily on the request for additional military 
personnel for aircraft maintenance. With the advent of more auto- 
matic equipment in other fields, it would appear that a sufficient num- 
ber of personnel would be relieved of such other duties to provide 
more than amply for the aircraft maintenance program. 

Acquisition, Construction, and Improvements.—The Committee 
recommends $7,000,000, the full amount of the budget estimate and 
an increase of $200,000 above the 1955 appropriation for this purpose. 
Of the requested amount, $6,000,000 is required to purchase replace- 
ments for three overage seaplanes. The type craft used by the 
Coast Guard is presently available from a production line established 
under original Navy contracts. Production of the model involved 
will soon cease, and the Coast Guard is desirous of obtaining the craft 
while the line is in operation, thus avoiding the necessity of reopening 
production with consequent high costs. 

Retired Pay.—The Committee recommends the appropriation of 
$21,300,000, the amount of the budget estimate, and an increase of 
$1,445,000 over the appropriation for 1955. The increase results 
from an estimated increase of 546 in the average number of personnel 
in retired pay status. 

Reserve Training—The Committee recommends that $3,175,000, 
the budget estimate, be appropriated for this purpose. This amount 
is an increase of $675,000 over the appropriation for 1955, the primary 
purpose of which is to provide 48 paid drills for trainees in contrast 
with the current program of payment for only 36 of the 48 drill sessions. 
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CORPORATIONS AND AGENCIES 


Federal Facilities Corporation.—The bill includes a limitation of 
$800,000 on the amount of corporate funds which may be utilized for 
administrative expenses. This is the amount of the budget estimate, 
and is $1,154,000 less than was authorized for 1955. 

The principal workload of the Corporation is the operation, and 
preparation for disposition, of Government owned plants for the pro- 
duction of synthetic rubber and the Government owned tin smelter. 
There is presently pending before the Congress a program for the 
disposition of the rubber plants which, if not: specifically disapproved, 
will result in the sale of those plants by about April 30. It is also pro- 
posed that the operation of the tin smelter be discontinued by or before 
June 30, 1955. 

The amount recommended should be ample to provide for the 
administrative expense of arranging the disposition of such physical 
inventory as may remain after June 30. 

Liquidation of Reconstruction Finance Corporation.—The bill includes 
$1,400,000 as a limitation on the corporate funds that may be used 
for administrative expense in 1956. ‘This is the amount of the budget 
estimate, and a decrease of $2,100,000 below the amount made avail- 
able in 1955. ‘Testimony disclosed that the progress in liquidating 
the RFC has been more rapid than was at first anticipated, and that 
plans for the final liquidation of the program should be in order by 
the end of fiscal year 1956. 

Civil Defense Loans.—The Committee has eliminated this item from 
the bill. A request was made for an administrative expense limitation 
of $50,000, the same amount authorized for fiscal year 1955. An 
authorization of $250,000,000 in lending authority was established 
by See. 409 of the Federal Civil Defense Act of 1950 (64 Stat. 1257). 
At present, there have been commitments made only to the extent of 

approximately $7,500,000, and only for the erection of hospitals. 
Since the program has been so little used since its inception in 1951, 
and then only to duplicate or augment the Hill-Burton hospital 
construction program, the Committee recommends its discontinuance. 


GENERAL PROVISIONS-—-TREASURY DEPARTMENT 


The Committee has deleted language from the appropriations for 
the Bureau of Customs and the Internal Revenue Service relating to 
the authorizing of travel funds for the expenses of attendance at 
meetings of organizations concerned with the purposes of those appro- 
priations. In place of the two items, a general provision (Sec. 102) is 
established, so worded as to make its perpetual repetition unnecessary. 

Private Law 419 of the 83rd Congress authorized the making of 
annual appropriations to the Secretary of the Treasury for the care 
and treatment of an individual whose relief was prescribed by that 
Act. Since the individual involved is now in a Public Health Service 
hospital (as prescribed by that Act), a provision (Sec. 103) is included 
which would direct the appropriation authority to the Public Health 
Service and thus eliminate the bookkeeping required to make an 
appropriation transfer. 

iscussed in connection with the item for the Office of the Secre- 
tary, language is included in Sec. 104 to eliminate one position of 
Assistant Secretary. 
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TITLE II—POST OFFICE DEPARTMENT 


REVENUES, EXPENDITURES, AND DEFICIT 





A summary tabulation of the estimated revenues, expenditures, and 
deficits fer fiscal years 1954, 1955, and 1956 follows: 









Item 1954 1955 1956 
(unaudited) (estimate) (estimate) 





a EE EET ES LIE Ty BY CMS LONE ETT $2, 268, 516,717 | $2, 389,000,000 | $2, 460, 000, 000 
2, 667, 663, 483 2, 702, 460, 000 2, 754, 817, 000 
Manin ddvccchecuéseshddubidbddanhhieeidapbbetoiie 399, 146, 766 313, 460, 000 294, 817, 000 














The obligation estimates, noted in the above table, provide sufficient 
funds for estimated total average employment of 507,810 in 1954, 
510,566 in 1955, and 513,007 in 1956. 





































REORGANIZATION 





The Department testified that there are now in operation 11 of the 
proposed 15 Regional Offices, and about 70 of the proposed 94 District 
Offices. Certain other consolidations and realignments have also 
taken place which have an effect on the budget structure. 

Because of these various shifts in organization, and since the appro- 
priation language authorized transfers of both functions and funds, a 
comparison of the appropriations for 1955 with the estimates for 1956 
by appropriation title is not entirely valid. A detailed tabulation of 
transfers and adjustments of appropriation data to compare with the 
1956 estimates may be found on page 20 of the Post Office Department 
hearings. 

Unfortunately, there is some evidence that the top management of 
the Department has become so enamored of the decentralization 

rocess that the grass roots function of the Department has been over- 
ooked. Regardless of the problems of administration involved, it is 
still the primary duty of the Department to ensure that the mails are 
handled expeditiously. Perhaps the problems and complaints of the 
local postmaster may seem minuscule, but their prompt disposition is 
a “must”. 


MAIL VOLUME AND FUND REQUIREMENTS 


The volume of mail handled by the Post Office Department has 
steadily increased, over a period of years, until the fiscal year 1954. 
Although final data are not yet available, the preliminary count 
indicates that volume for that year was 52.2 billion pieces, as compared 
with 52.5 for the year immediately preceding. Furthermore, and 
following a consistent pattern, the Department had estimated in- 
creased volume for 1954 to an extent 2.8 percent above the subsequent, 
though preliminary, actual figure. The estimate for 1955 as originally 

resented contemplated a volume in the current fiscal year of 55.8 
Pillion pieces. The present estimate of volume for this year is 53.f 
billion pieces, a decline of 3.9 percent. 

Estimates of the fund requirements of the Department are based 
in large measure, upon the projections of mail volume. In the fisca 
rg 1954, appropriations totalled $2,832,250,000; since the volume 
ell nearly 3 percent below the estimate on which that appropriation 
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was based, savings should have accrued at least to the extent of $80 
million. Savings as reported by the Postmaster General were $104 
million. Appropriations for fiscal year 1955 were $2,754,877,100; 
present estimates of mail volume in 1955 are nearly 4 percent below 
those on which the appropriation was based. A savings of very nearly 
$75 million would seent to be in order, after adjustment for costs not 
anticipated at the time of budget presentation. In lieu of this, the 
Department presently estimates an unobligated balance of $52 million 
in 1955. 

In the light of this history of mail volume and fund estimating, the 
committee can only conclude that the estimate for 1956 mail volume 
may be overstated, with resultant estimates of fund requirements in 
excess of need. 

The Committee recognizes that the population has not remained 
stationary, and that therefore more mailings can be normally expected. 
However, testimony disclosed that the recent Congressional action in 
establishing certain restrictions on weights and sizes of parcel post has 
reduced the volume of that class of mail. Similarly, the action of the 
Postmaster General in rescinding the so-called “junk mail” privilege, 
as of March 31 of this year, can be expected to have an adverse effect 
on projections of volume increases. 

The Committee recommendations for appropriation out of the 
Postal Fund total $2,685,700,000, a reduction of $69,117,000 in the 
estimates and a total of $69,177,100 less than the appropriations for 
1955. Action with respect to each appropriation item is set forth 
below. 

ADMINISTRATION 


The Committee recommends the appropriation of $15,500,000, a 
decrease of $599,000 in the estimate as amended by H. Doc. No. 94. 
Although the amount provided in the bill is $3,991,100 less than the 
appropriation for 1955, adjustments occasioned by the reorganiza- 
tion result in funds available of $15,370,050 so that the amount 
recommended is an increase of $129,950 over the amount available 
for 1955 on a comparative basis. 

In arriving at its recommendation the Committee considered, 
among numerous factors, a statement to the effect that the number 
of damage claims could be presumed to decrease as a result of the 
safety and accident prevention programs of the Department. 


OPERATIONS 


The bill includes $1,850,000,000 for this title, a reduction of 
$36,363,000 in the estimates, and $49,776,000 less than the appro- 
priation for 1955. The decrease from the 1955 level is, comparatively, 
only $14,052,300 after consideration of adjustments and transfers 
resulting from the reorganization. 

As discussed generally above, the Committee is compelled to con- 
clude that the estimates for 1956 may be based on an over-estimate 
of the mail volume. The recommendation for “Operations,” is 
based in part on this premise, and in part on the feeling of the Com- 
mittee that, after two years in operation, the present management 
team should produce some of the substantial savings which have 
served ety, ee eriod as the basis for the complete reorganization 
of the Post Office Departnent. 
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TRANSPORTATION 


The Committee recommends the appropriation of $648,000,000, a 
decrease of $27,241,000 in the estimates and $54,219,000 less than the 
appropriation for 1955. The comparative funds available for 1955 
are $701,596,500, so that the reduction below the 1955 level of 
activities is $53,596,500. Estimates for this function are almost 
exclusively related to mail volume and the reduction is on the basis 
of over-estimating, previously discussed. 


FINANCE 


The bill includes $17,200,000 for the administration of the financial 
services of the Department. This is a reduction of $114,000 in the 
estimates and an increase of $8,699,000 over the amount appropriated 
for 1955. The comparative figure, of funds available for 1955, is 
$15,571,000, so that the increase in terms of realigned functions and 
responsibilities is only $1,628,750. 

A portion of this item concerns the purchase of postage stamps and 
other accountable paper. A modest decrease is made in this field 
based on the probability of overestimated volume. 


FACILITIES 


The bill includes $155,000,000 for the administration and operation 
of postal facilities. This amount is a decrease in the budget esti- 
mates of $4,800,000, but provides an increase over 1955 appropria- 
tions of $30,110,000. This increase is on the unadjusted basis. 
After allowances for transfers of functions, pursuant to the reorgan- 
ization, the recommendation for 1956 is a decrease of $3,287,000 below 
the comparable funds available for 1955. 

Two items, local transportation and general postal supply services, 
within this appropriation title are obviously affected by mail volume 
i aa decrease based on volume estimates, previously discussed, 
applies. 

In addition, this appropriation together with “Operations” should 
begin to reflect some of the more substantial reductions in cost which 
are to materialize as the fruits of reorganization. 

Two new provisions appear in the language for this item, both 
relating to the use of proceeds as a credit to the appropriation. 
These technical additions to the language will provide permanent 
authority for the Department to utilize its receipts for specific collec- 
tions as an off-set to costs for (1) repairs to damaged Government 
vehicles and (2) manufacture and repair of mail bags and locks. 

An additional provision is included establishing, for the first time 
in the appropriation bill, the limitation on funds for use in the lease- 
purchase program. The language recommended merely continues 
through 1956, without increase, the original authority contained in 
the Post Office Department Property Act of 1954 which was limited 
to fiscal year 1955. 


GENERAL PROVISIONS—-POST OFFICE 


As in the case of the Treasury Department, provision authorizin 
the expenses of travel to attend meetings of organizations concerne 
with the purposes of the appropriation has been worded so as to render 
its repetition unnecessary. 
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TITLE NI—THE TAX COURT OF THE UNITED STATES 


The bill includes $1,035,000, the full amount of the budget estimate 
for the Court. This amount is $35,000 more than was appropriated 
in 1955, and results from the proposal to actively utilize the services 
of those judges scheduled for retirement in 1955 and 1956. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 
On page 15, in connection with “Facilities”, Post Office Department: 


Provided, That hereafter collections resulting from damage to Government-owned 
vehicles operated by the Post Office Department shall be credited to applicable appro- 
priations and shall be available for meeting repair cost of such damaged tehicles: 


On page 15, in connection with “Facilities”, Post Office Department: 


Provided further, That hereafter collections from the sale of leather, metal canvas 
cuttings and old canvas resulting from the manufacture and repair of mail bags and 
locks, shall be credited to applicable appropriations and shall be available for meeting 
the cost of such manufacture and repair: 


On page 15, in connection with “Facilities’’, Post Office Department: 


Provided further, That the aggregate of annual payments for amortization of principal 
and interest thereon required by all purchase contracts entered into during the fiscal 
year 1956 pursuant to the Post Office Department Property Act of 1954 (68 Stat. 251), 
shall not exceed the unused portion of the $3,000,000 limitation applicable prior to 


July 1, 1955, under section 202 (i) of said Act. 


COMPLIANCE WITH RULE XIII, CLAUSE 3 


_The following is submitted in compliance with Clause 3 of Rule 


XI 
PENDING BILL 


_ On page 11, lines 19 through 24 
in connection with General Pro- 
visions, Treasury Department: 
“There are hereby authorized to be appro- 
priated to the Public Health Service for 
each fiscal year such sums as may be 
necessary for care and treatment provided 
under the authority of this subsection.”’. 


On page 12, lines 1, 2, and 3 in 
connection with General Provi- 
sions, Treasury Department: 


_ Sec. 104. The number of Assistant 
Secretaries of the Treasury provided by 
section 234 of the Revised Statutes as 


onenied is hereby reduced from three to 
wo. 


EXISTING LAW 


Last sentence of Subsection (c), 
Private Law 419, Eighty-third 
Congress: 


There are authorized to be appropriated to 
the Secretary of the Treasury for each 
fiscal year such sums as may be necessary 
to enable the Secretary to reimburse the 
Public Health Service or the Veterans’ 
Administration, as the case may be, for 
care and treatment provided under the 
authority in this subsection. 


That part of Sec. 4 of Public 
Law 516, Eighty-third Congress, 
which reads as follows: 

There shall be in the Department of the 


Treasury three Assistant Secretaries of 
the Treasury, 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES | REPORT 


1st Session No. 205 





DEPARTMENT OF JUSTICE 


LeGau AcTIvITIES AND GENERAL ADMINISTRATION 
Frees AND ExpEeNsEs oF WITNESSES 





Marcu 14, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Rooney, from the Committee on Appropriations, submitted the 
following 


REPORT 


To accompany H. J. Res. 252] 


The Committee on Appropriations, to which was referred House 
Joint Resolution No. 252, reports the same to the House with the 
recommendation that the joint resolution be agreed to. 

This resolution provides $710,000 additional for the payment of 
fees and expenses of witnesses who appear on behalf of the Gonnnaeal 
in cases in which the United States is a party. The Committee was 
advised that the Department will be out of funds for this purpose 
before the first of April. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES | Report 


1st Session No. 206 





UTILIZATION OF SURPLUS PROPERTY FOR EDUCATIONAL 
AND PUBLIC HEALTH PURPOSES 





Marcu 14, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 
[To accompany H. R. 3322] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 3322) to amend the Federal Property and Administra- 
tive Services Act of 1949 so as to improve the administration of the 
— for the utilization of surplus property for educational and 
public health purposes, having considered the same, unanimously 
report favorably thereon with amendment and recommend that the 
bill as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That paragraph (1) of subsection (j) of section 203 of the Federal Property and 
Administrative Services Act of 1949 is amended (1) by inserting after “other 
supplies” the following: ‘(whether or not capitalized in a working-capital or 
similar fund)”’, and (2) ‘‘No property shall be transferred under this subsection 
until the Secretary of Health, Education, and Welfare has received from an 
appropriate State agency or official a certification that such property is usable 
and needed for educational or public health purposes in the State. In determin- 
ing whether or not property is to be donated under this subsection, no distinction 
shall be made between property capitalized in a working-capital fund established 
pursuant to section 405 of the National Security Act of 1947, as amended, or 
any similar fund, and any other property.” 

Sec. 2. (a) Subsection (j) of section 203 of the Federal Fis ute and Adminis- 
trative Services Act of 1949 is amended by adding at the end thereof the following 
new paragraph: 

“(4) The Riswehais of Health, Education, and Welfare may impose reasonable 
terms, conditions, reservations, and restrictions upon the use of any single item 
of property donated under this subsection which has an acquisition cost of $2,500 
or more.”’ 

(b) The amendment made by subsection (a) shall apply only with respect to 
property donated after the date of enactment of this Act. 

Sec. 3. Section 203 of the Federal Property and Administrative Services Act 
of 1949 is amended by adding at the end thereof the following new subsection: 

“(m) The Secretary of Health, Education, and Welfare, or the head of any 
Federal agency designated by the Secretary, is authorized to enter into cooperative 
agreements with State departments of education or health, and with other State 
agencies, which are responsible for carrying out in the States the program for the 
utilization of surplus property for educational purposes and health purposes pro- 


55006 
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vided for in subsections (j) or (k) of this section. Such cooperative agreements 
may provide for utilization by such Federal agency, without payment or reim- 
bursement, of the property, facilities, personnel, and services of the State agency 
in carrying out such program, and for making available to such State agency, 
without payment or reimbursement, property, facilities, personnel, or services of 
such Federal agency in connection with such utilization.” 

Src. 4. (a) In the case of personal property donated or sold at a discount for 
educational purposes or public health purposes, including research, under any 
provision of law enacted prior to the enactment of the Federal Property and 
Administrative Services Act of 1949, no term, condition, reservation, or restriction 
imposed on the use of such property shall remain in effect after the date of the 
enactment of this Act. This subsection shall not be deemed to terminate any 
civil or criminal liability arising out of a violation of such a term, condition, reser- 
vation, or restriction if a judicial proceeding to enforce such liability is commenced 
within one vear after the enactment of this Act. 

(b) No term, condition, reservation, or restriction imposed upon the use of 
any single item of property donated under section 203 (j) of the Federal Property 
and Administrative Services Act of 1949 prior to the enactment of this Act which 
had an acquisition cost of less than $2,500 shall remain in effect after the expiration 
of the one-year period which begins on the date of the enactment of this Act. 
This subsection shall not be deemed to terminate any civil or criminal liability 
arising out of a violation of such a term, condition, reservation, or restriction if 
a judicial proceeding to enforce such liability is commenced within one year 
after the expiration of such one-year period. 

Sec. 5. Section 203 of the Federal Property and Administrative Services Act 
of 1949 is amended by adding at the end thereof the following new subsection: 

““(n) The Secretary of Health, Education, and Welfare shall submit, during 
each calendar quarter, a report to the Senate (or to the Secretary of the Senate 
if the Senate is not in session) and to the House of Representatives (or to the 
Clerk of such House if it is not in session) showing the acquisition cost of all 
personal property donated under subsection (j) and of all real property donated 
under subsection (k) during the preceding calendar quarter to, or for distribution 
to, educational or public health institutions in each State, Territory, and posses- 
sion. The first report under this subsection shall be made with respect to property 
donated during the first calendar quarter which begins after the enactment of 
this subsection.” 


GENERAL STATEMENT 


The Federal Property and Administrative Services Act of 1949, 
Public Law 152, 8lst Congress, became effective on July 1, 1949. 
This act, in sections 203 (j) and 203 (k), provides that property, both 
real and personal, which becomes surplus to all Federal requirements 
may be donated for educational purposes upon determination by the 
Secretary of Health, Education, and Welfare that the property is 
useful and needed for such purposes. The act likewise permitted the 
donation of real property for public health purposes. 

The Congress under article IV, section 3, paragraph 2 of the Con- 
stitution has sole authority over the disposition of surplus Federal 
property. In the exercise of this authority, the main consideration in 
the disposal of surplus property is to decide what method or methods 
will best serve the interests of the taxpayers who are, in the long run, 
the owners of the property. The Federal agencies which hold and 
utilize the property are merely the custodians. Whether the property 
should be sold, donated to public institutions, destroyed to keep it 
from injuring industry and employment, or disposed of by some other 
method are questions for the Congress to answer by law. 

Since the end of World War I, the Congress has enacted some 15 

ieces of legislation designed to make available to educational and 
ealth: institutions quantities of property acquired largely for war 
activities. The Congress has realized that sufficient funds have 
not been available for essential public-welfare purposes because of 
the war expenditures and has repeatedly decided that the best course 
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of action is to pive educational and public health institutions surplus 
property if useful and needed. The Congress has been fully aware of 
the small return to the Treasury from the sales of surplus property 
made to date. 

The donable property provisions of Public Law 152 were carefully 
considered in the light of the various alternative proposals and follow 
closely a similar provision which was carried in the Surplus Property 
Act of 1944 (Public Law 457, 78th Cong., 2d sess.). 

Public Law 152 followed intensive hearings on the subject and 
House Report 670, 8ist Congress, Ist session, on the bill made it 
abundantly clear that all kinds and classes of eligible property were 
to be donated for educational and health purposes so long as respon- 
sible authorities deemed them to be useful and needed. 

Since 1946 there has been donated to educational and public-health 
institutions the total of $783,343,181 in personal property and $699,- 
713,045 in real property for a total of $1,483,056 ,226 at acquisitidn cost. 


PUBLIC LAW 754, APPROVED SEPTEMBER 5, 1950 


The essential purpose of H. R. 3322 is to carry out the intent of 
Congress as expressed in Public Law 152, enacted June 30, 1949, and 
Public Law 754, enacted September 5, 1950. 

Public Law 152 made provision for the donation of both real and 
personal property for educational purposes. However, it provided 
that real property could be donated only for public-health purposes. 
Accordingly, on September 5, 1950, the Congress passed Public Law 
754 for the express purpose of extending the donable provisions of 
the act to cover personal property, useful and needed for public- 
health purposes. 

Public Law 754 was also carefully considered by the Congress and 
House Report 2747, July 26, 1950 (81st Cong., 2d sess.) provides: 

Section 4 authorizes the Administrator to make donations of surplus property 
for public-health purposes Under Public Law 152, 81st Congress, the Admin- 
istrator is authorized to make donations of such surplus property to educational 
institutions. In the case of real property, the Administrator now can make 
donations for both educational and health purposes. The effect of the provision 


in section 4 is to place education and public health on a par with respect to the 
donations of surplus personal property. 


The section-by-section analysis of H. R. 9129 which became Public 
Law 754 states with respect to section 4: 


Section 4 modifies section 203 (j) of the Federal Property and Administrative 
Services Act of 1949 by providing that the Administrator is authorized in his 
diseretion to donate without cost surplus equipment, materials, books, or other 
supplies for public health purposes, including research, in addition to educational 
purposes as presently provided fur. 


The Assistant Director of the Bureau of the Budget expressed his 
views on the pertinent sections of H. R. 9129 as follows: 


Executive Orrick OF THE PRESIDENT, 
BurREAU OF THE BunGeET, 
Washington, D. C., July 21, 1950. 
Hon. Witutam L. Dawson, 
Chairman, Committee on Expenditures in the Executive Departments, 
House of Representatives, House Office Building, Washington, D. C. 
My Dear Mr. Dawson: This isin reply to your request for the views of this 
Office with respect to H. R. 9129, a bill to amend the Federal Property and 
Administrative Services Act of 1949, and for other purposes. 
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This measure is a substitute for H. R. 6315, H. R. 6566, H. R. 7545, H. R. 8353, 
H. R. 8416, and H. R. 8890, and has as its primary objective the establishment 
of an adequate records-management program in the Federal Government. 

* * * * * * * 

3. Provide for donations of surplus personal property to States for public- 
health purposes, as well as for educational purposes, as now authorized by the 
Federal Property and Administrative Services Act of 1949. Under that act 
both the educational and public-health organizations are eligible for donations 
of surplus real property. 

* x ~ * * * * 
The Bureau of the Budget is in accord with the principles of H. R. 9129 and 
recommends its enactment. 
Sincerely yours, 
Emer B, Staats, 
Assistant Director. 


In a section-by-section analysis of the bill, Acting Comptroller 
General of the United States Frank L. Yates stated: 

Section 4 would authorize the Administrator of General Services to donate 
surplus property for educational purposes or public-health purposes to tax- 
supported and nonprofit institutions such as specified in the said section. Under 
existing law, the Administrator has authority to donate surplus real property 
for health purposes and to donate surplus personal or real property for educational 
purposes, and there is not perceived any objection to the proposed amendment. 


EDUCATIONAL NEEDS 


Though donations for educational and public health purposes under 
Public Law 152, and prior laws, have been large, they have met only a 
fraction of the total requirements of the thousands of educational and 
public-health institutions in the United States. In a report (com- 
mittee print) dated December 2, 1954, the Committee on Education 
and Labor, House of Representatives, indicated: 

It will cost from 10 to 12 bitlion dollars to provide adequate classrooms for 
children now enrolled, and enrollment will increase markedly in the next few 
years * * *. Adequate education for our children is essential to the preservation 
of a free and strong Nation. Their education must not be impaired by the serious 
classroom shortages which exist in every State. 

While surplus property does not ordinarily consist of classrooms 
it does serve to supply items of essential classroom equipment. 

Senate Report 1771, July 9, 1954, isin similar vein. It stresses that: 


Presently enrolled school children cannot wait. They need school facilities 
now and next year, not some years from now * * * 


Estimates for the number of classrooms needed range from 300,000 
to 400,000. 


PUBLIC HEALTH NEEDS 


The national requirements for personnel, facilities, and equipment 
in the many fields of health are also large and vital to personal happi- 
ness and national security and welfare. A few excerpts from recent 
authoritative sources will illustrate the point: 


Estimates based on the latest available figures from the 48 States and the Dis- 
trict of Columbia show a total of 389,600 professional nurses in active practice in 
the Nation. However, the demand for nursing services is so great, Dr. Scheele 
said, that the present recruitment goal for the Nation as a whole is 55,000 student 
nurses a year. (Press release of Public Health Service, October 14, 1954.) 

The demands for nursing service have continued to increase rapidly while the 
student enrollment has increased only in the same proportion as the population, 
which may explain the widespread impression that we are not enrolling as many 
students as we did formerly. (Setting the Record Straight by Margaret Arn- 
stein, from Nursing Outlook, June 1952.) 
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In view of the facts regarding the enrollment of student nurses, and the change 
in nurse-patient ratios in general hospitals, it is unlikely that we can look to ever- 
increasing numbers to solve our problems, although some increase in numbers 
certainly can be achieved and some readjustment of nursing services may be 
indicated. Certainly these facts reveal the need for a more intensive study of 
hospital nursing services in order to improve the nursing care which the patient 
actually receives. (Setting the Record Straight by Margaret Arnstein, from 
Nursing Outlook, June 1952.) | 

During the past 7 years, 37 States, the District of Columbia, and the Territory 
of Hawaii have used the nursing survey as a tool for identifying the most important 
community nursing problems which demand action and about which something 
can be done. This type of survey is a comprehensive analysis of the nursing 
needs and resources in the State. * * * 

An analysis of 25 of 33 surveys of States and Territories made by the United 
States Public Health Service revealed that each of these, with the exception of 
Maine and Vermont, was faced with acute shortages of nurses and was providing 
fewer hours of care to patients than was desirable. Likewise, the need for non- 
professional nursing personnel was found to be acute in all States with the excep- 
tion of the District of Columbia, Nebraska, and South Carolina. 

Although most States, according to their individual standards, have sufficient 
numbers of nonprofessional nursing personnel, all States expressed the need to 
provide training for these personnel. 

There is a growing realization that our human resources are not 
unlimited. Numerically they are less than those of potential enemies. 
We scraped the bottom of the manpower barrel in World War II. 
Unfortunately, also, our human resources are not being fully devel- 
oped. In a democracy this is inexcusable from the standpoint of 
giving every individual the possibility of achieving his maximum 
potential. From a national viewpoint it is improvident in that we are 
wasting needed potential strength. 


DEPARTMENT OF DEFENSE STOCK FUNDS 


On August 10, 1949, some 40 days after the passage of Public Law 
152, the Doterens enacted Public Law 216 for the purpose of “‘promo- 
tion of economy and efficiency through establishment of uniform 
budgetary and fiscal procedures and organizations.’’ This law which 
was an amendment to the National Security Act of 1947 gave permissive 
authority in section 405 (d) to the Secretary of Defense to establish 
working capital funds when such arrangements would increase the 
economy and efficiency in property management. Section 405 (d) 
provides: 

The Secretary of Defense is authorized to provide capital for such working 
capital funds by capitalizing inventories on hand and with the approval of the 
President by transfer until December 31, 1954, from unexpended balances of any 


appropriations of the military departments not carried to the surplus fund of 
the Treasury. 


DEPARTMENT OF DEFENSE REGULATION 7420.1 


On February 1, 1954, the Comptroller of the Department of Defense 
issued regulation 7420.1 for the purpose of establishing principles and 
procedures with respect to the operation of stock funds made per- 
missive by section 405 (d) of Public Law 216. 


RELATIONSHIP OF REGULATION 7420.1 TO DONABLE SURPLUS PROPERTY 
PROGRAM UNDER PUBLIC LAW 152 


One result of regulation 7420.1 has been to — numerous 
classes of common use items such as clothing, general supplies, medical 


and dental supplies and equipment, chemical items, electronics, etc., 
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into working-capital or stock funds. As of February 17, 1955, total 
of $8,862,638,000 worth of inventory had been capitalized into 37 
stock funds of the Army, Navy, Marine Corps, and Air Force. 

Under an accounting concept, the Comptroller of the Department of 
Defense has decided that once property is capitalized into a stock 
fund it is not subject to donation under Public Law 152 despite the 
fact that it may actually be excess to the requirements of the Rar. 
ment of Defense or the respective stock funds. 

Because of this decision, and the desire to maintain the capitaliza- 
tion at the highest possible level, the Department of Defense has hel: 
many sales throughout the Nation during the past year or more and 
has sold a considerable amount of property, much of which would 
be useful and needed by educational and public health institutions. 
An estimated $2 billion worth of property at acquisition cost is planned 
for sale during the current year. 


RETURNS FROM SALES 


The committee had difficulty obtaining accurate information on the 
net return from the military sales. However, an agreed upon summary 
of findings by a joint Bureau of the Budget, Department of Defense, 
General Services Administration, and Department of Health, Educa- 
tion, and Welfare Task Group to study the impact of the stock fund 
regulations on the surplus property donation program discloses the 
following: 


Acquisition cost of property sold and donated, fiscal year 1954_ $1, 184, 319, 708 


Gross proceeds of sales, fiscal year 1954_______......---. _-- $67, 162, 663 
Percent of gross return (2)/(1) for fiscal year 1954_.......-_.- 5. 7 
Percent of gross return from sale of commercial type items such 

00 RE TOD ss bake takai swe ea Ry Rae aeee (?) 
mae cost of sales and disposal operations at depot, fiscal year ( 

Rew tinwomiwiod tate ce ab wih Ee hun aes eaabeN eke waan ae 1) 
Average number of disposal personnel (man-years).........--- (?) 
Man-years per dollar of net return from disposal -.-.......--- (1) 

Net return realized by sales as percent of acquisition cost.....- (?) 
Donations made at acquisition cost.............-.-.-------- $60, 711, 263 


1 Not obtainable. 
2 Less than 5 percent. 


It should be noted that the sale of such an enormous quantity of 
property involved literally tens of thousands of items. Some items 
were strictly military and not usable in educational and public-health 
institutions. Some items were worn or obsolete; others damaged and 
broken, while many others were new and unused, such as pencils, 
nails, screws, nuts, bolts, office supplies, etc. It is therefore difficult 
to speak accurately in terms of averages in determining the Govern- 
ment’s return from the sale of this property. For example, some items 
of stock fund property yield a return on disposal materially higher 
than the average disposal return of 5.7 percent of acquisition cost. 
Since the acquisition cost of the property is usually the only available 
figure as to value, such a figure may be exceedingly misleading when 
one considers that a strictly military item such as an electronically 
controlled gun may have cost a large sum of money although its dis- 
posal value may be a few dollars per ton for scrap. Conversely, items 
sold as scrap might by ingenuity be put to good use in beneficiary 
institutions. 
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It has developed that many items considered as being strictly of a 
military nature may be modified, converted, or cannabilized to high 
utility for educational and public health purposes. 


FAILURE OF RESPONSIBLE OFFICIALS TO CONSIDER IMPACT OF REGULA- 
TION 7420.1 ON DONABLE PROPERTY PROGRAM 


The Comptroller of the Department of Defense was frank to admit 
that he had not considered the possible impact of regulation 7420.1 on 
the donable program. In a letter dated April 9, 1954, to the Secretary 
of Health, Education, and Welfare he admitted that the regulation 
was issued without regard to the donable provision of Public Law 152. 
He stated: 

I am in agreement with the view expressed in your letter that the enactment of 
section 405 of the National Security Act amendments of 1949 was without refer- 
ence to and not in contemplation of section 203 (j) of the Federal Property and 
Administrative Services Act of 1949, authorizing the donation of surplus per- 
sonal eoeerty for educational or public health purposes. Further, the Regula- 
tions Governing Stock Fund Operations which implemented section 405 of the 
National Security Act amendments of 1949 were issued without specific con- 
sideration of the effect they might have upon the donation program. 


He considered the matter from an accounting point of view and not 
from an educational and public health viewpoint. He stated that 
the five agencies which assisted in the drafting of the regulation— 
namely, Army, Navy, Air Force, Bureau of the Budget, General Ac- 
counting Office—gave no consideration to the donable program. 

Likewise the Assistant Director of the Bureau of the Budget, Mr. 
Harold L. Pearson, testified on February 15, 1955, before the Special 
Subcommittee on Donable Property of the Committee on Government 
Operations, House of Representatives, that: 

My impression, or our impression, is that the stock fund regulations issued by 
the Department of Defense in February 1954, and unfortunately approved at that 
time, or just prior to that time by the Bureau of the Budget—but approved bv the 
Bureau of the Budget—with consideration only of their accounting solidness and 
significance—not that it occurred to anybody then and there, that it had an im- 
plication beyond that—when that implication became clear we took the position 
in June of last year, and have tried repeatedly since then to accomplish an ad- 
ministrative reconciliation to reverse the position of the February 1 directive 
without success. 

He further testified that if it is the desire of the Congress to donate 
surplus property which is useful and needed for educational and public- 
health purposes, the act should be specific with respect to this objec- 
tive. He also indicated that the Bureau is opposed to legislation 
which would complicate and delay the orderly disposal of all surplus 
property regardless of whether it is useful and necessary for educa- 
tional and public-health purposes. 

The provisions of H. R. 3322 will protect the interests of the bene- 
ficiary institutions and at the same time will not interfere with orderly 
disposal of surplus property. 

The Budget Bureau was also opposed to cooperative agreements 
which might have the effect of causing basic control authority of the 
Secretary of Health, Education, and Welfare in effect to be delegated 
to State agencies and institutions. It was the position of the Bureau 
that the basic Federal functions of allocation of property for donation, 
the determination of the need and usability of property for educational 
and health purposes, and the performance of essential inspections and 
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audits of the State systems should remain the responsibility of the 
Federal Government. The General Accounting Office expressed sim- 
ilar views with respect to the releasing of basic control authority, the 
determination of the need and usability of property, and the per- 
formance of essential inspections and audits. H. R. 3322 meets this 
objective. On this point see the discussion of this matter in the 
section by section analysis. 


H. R. 3322 


The chairman of the Special Subcommittee on Donable Property 
introduced H. R. 3322 on January 31, 1955, because it had become 
apparent to Members of Congress that legislative action was needed 
to clarify the situation. During the hearings this necessity became 
increasingly apparent to the members of the Special Subcommittee on 
Donable Property. 

Hearings were held on the bill on February 15, 17, and 21. Oral 
testimony was received from the following: 


February 15, 1955: 

Hon. D. R. (Billy) Matthews, a Representative in Congress from the Eighth 
District of the State of Florida. 

Hon. Glenard P. Lipscomb, a Representative in Congress from the 24th 
District of the State of California. 

Hon. L. H. Fountain, a Representative in Congress from the Second District 
of the State of North Carolina. 

Ray Ward, staff director, Special Subcommittee on Donable Property of the 
Committee on Government Operations. 

L. K. Barry, director of the Texas Surplus Property Agency. 

Robert F. Nolan, State supervisor, State Department of Education, Voca- 
tional Division, Massachusetts. 

Charles G. Caffrey, Washington representative, American Cotton Manu- 
facturers Institute. 

Hon. B. F. Sisk, a Representative in Congress from the 12th District of the 
State of California. 

Bradshaw Mintener, Assistant Secretary for Federal-State Relations, De- 
partment of Health, Education, and Welfare. 

Harold L. Pearson, Assistant Director, Bureau of the Budget. 

Maxwell H. Elliott, General Counsel; accompanied by John Thomas, Director 
of Personal Property Utilization, Public Supply Services; and Louis C. 
Tuttle, Deputy Director, Personal Property Utilization and Disposal 
Division, General Services Administration. 

Hon. Lester R. Johnson, a Representative in Congress from the Ninth Dis- 
trict of the State of Wisconsin. 

William A. Farrell, chief surplus property officer, State Department of Edu- 
cation, Sacramento, Calif. 

James W. Curran, assistant superintendent of prisons, State of Maryland. 

Robert F Keller, Assistant to the Comptroller General, General Accounting 
Office. 

Hon. Hubert B. Scudder, a Representative in Congress from the First 
District of the State of California. 

February 17, 1955: 

Hon. Charles M. Teague, a Representative in Congress from the 13th District 
of California. 

J. B. Blackford, Richmond, Va. 

W. J. MeNeil, Assistant Secretary of Defense (Comptroller) accompanied 
by M. H. Lanman, Jr., Assistant General Counsel, Department of Defense; 
J. Curtis Jenkins, Budget Analyst, Department of Defense, and Melvin 
Zuker, Assistant Director, Accounting Policy, Department of Defense. 

John Thomas, Director, Personal Property Utilization Division Federal 
Supply Service, General Services Administration. 

John L. Keogh, Director of Storage Distribution and Disposal, Office of the 
Assistant Secretary of Defense, Supplies and Logistics; accompanied by 
Ralph C. Spencer, Staff Director. 
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February 21, 1955: 

Hon. Charles E. Bennett, a Representative in Congress from the Second 
District of the State of Florida. 

John L. Keogh, Director of Storage, Distribution and Disposal, Office of 
Assistant Secretary of Defense (Supply ana Logistics); accompanied by 
Ralph C. Spencer, Staff Direetor, John W. Sundstrom, Chief, Disposal 
Division, James Nash and William O. Vick, General Counsel’s Office, De- 
partment of Defense. 

John Thomas, Director, Personal Property Utilization Division, Federal 
Supply Service, General Services Administration; accompanied by Charles 
Gasque, Assistant General Counsel, and Louis Tuttle, General Services 
Administration. 

J. C. Jenkins, Staff Examiner, Department of Defense. 

Commander Douglas H. Lyness, Director, Stock Finance Division, Bureau 
of a and Accounts, Navy Department. 

Charles Gasque, Assistant General Counsel, General Services Administration. 

L. K. Barry, Chairman, National Association of State Agencies for Surplus 
Property. 

Louis Tuttle, General Services Administration. 

Approximately 1,200 letters, telegrams, and statements have been 
received from Governors, Senators, Congressmen, Federal and State 
agencies, associations, schools, hospitals and private individuals from 
all parts of the Nation. 


OTHER POSSIBLE DONEES 


A number of other groups, such as the civilian defense agencies, 
the United Cerebral Palsy, recreational units, volunteer fire depart- 
ments, sanitation districts, etc., have communicated their desire to be 
included in the donable program. 

The committee feels strongly that it must at this time give first 
priority to the clarification of the status of educational and public 
health institutions without prejudice to other causes which may be 
considered later. 


NEED FOR BETTER ESTIMATES OF EXCESS PROPERTY 


The committee realizes that the successful operation of the utiliza- 
tion program for surplus property of the General Services Adminis- 
tration and the related donable surplus property program are de- 
pendent upon accurate estimates of declarations received from other 
agencies and principally the Department of Defense which normally 
declares about 90 percent of all excess property. 

It is expected that the best estimates possible as to future declara- 
tions by classes of property at various depots, posts, camps, and 
stations will be made in order that the General Services Administra- 
tion, the Department of Health, Education, and Welfare and the 
State agencies may know what to expect and be prepared to gear their 
operations accordingly. 


ALLOCATIONS AND TRANSFERS OF PERSONAL AND REAL PROPERTY— 
1946 TO 1954, INCLUSIVE 


The following table is presented to show allocations and transfers 
of “a and personal property by States, from 1946 through 1954, 
inclusive: 
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Allocation of personal property and transfer of real property for educational and 
public health purposes, 1946 through Dec. 31, 1954 (acquisition cost) 
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TRADE-IN OR EXCHANGE TRANSACTIONS UNDER SECTION 201 (C) OF 
PUBLIC LAW 152 


Hearings before the Special Subcommittee on Donable Property 
disclosed that the military agencies are selling large quantities o! 
— property pursuant to section 201 (c) of Public Law 152. 

his section of the act reads as follows: 

(c) In acquiring personal property, any executive agency, under regulations to 
be prescribed by the Administrator, may exchange or sell similar items and may 
apply the exchange allowance or proceeds of sale in such cases in whole or in part 
payment for the property acquired: Provided, That any transaction carried out 
under the authority of this subsection shall be evidenced in writing. 

The committee is aware of the desirability of making exchanges of 
certain classes of property and buying new as is the common commer- 
cial practice. There is, however, a serious question when several 
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million dollars worth of unused property is sold as an exchange 
transaction and the money deposited to a special account to become 
in fact, a no-year fund. It is understood that the Administrator of 
General Services, under his basic authority, is in the process of tighten- 
ing the regulations under this section. The committee urges that this 
action be done speedily and that auditors of the General Accounting 
Office review recent military transactions to determine whether or not 
they have been in keeping with the intent of the law and what pro- 
ceeds, if any, should revert to miscellaneous receipts of the Treasury. 


SCRAP AND SALVAGE DISPOSALS 


Under the current Department of Defense Appropriation Act 
(Public Law 458, 83d Cong., 2d sess.) authority exists in section 715 
to utilize not more than $40 million of receipts from the sale of scrap 
and salvage material for the preparation for sale or salvage of military 
supplies, equipment, and material. The committee received testimony 
to the effect that property is sometimes downgraded to come within 
the classification of scrap and salvage when it might, in fact, be used 
elsewhere in the Federal Government or perhaps made available for 
use in educational and public health institutions. The Administrator 
of General Services should carefully check this matter and protect 
the full intent of the Congress by issuing suitable control regulations. 


SECTION-BY-SECTION ANALYSIS 


The basic intent of the bill, as amended by the committee, is to 
amend the Federal Property and Administrative Services Act of 1949 
so as to improve the administration of the program for the utilization 
of surplus property for educational and public-health purposes. 

The first section of the bill amends section 203 (j) of the Federal 
Property and Administrative Services Act of 1949 to make it abundantly 
clear that the Administrator in his discretion may by regulation 
authorize the donation of surplus Federal property, subject to the 
provisions of the act, including property which has been capitalized 
in a working-capital fund, stock fund, revolving fund, or other account- 
ing arrangement in several agencies. It has been contended by some 
that property capitalized in such a fund is exempt from the provisions 
of the donable program. This subsection negates any such inter- 
pretation. 

This amendment is considered necessary in view of the fact that the 
Department of Defense regulation 7420.1, dated February 1, 1954, has 
had the effect of denying working-capital fund property in the De- 
partment of Defense eligibility for donation under the provisions of 
the Federal Property and Administrative Services Act of 1949, as 
amended. 

This amendment is not intended to diminish the control authority 
of the Administrator to issue basic regulations, after advising and con- 
sulting with interested Federal agencies, relating to the disposal of 
surplus property. Such regulations could, inter alia, provide for the 
exclusion of certain items and classes of items from the scope of the 
donable program and thus insure that major disposal programs will 
not be unnecessarily curtailed or delayed. 

Nothing in this subsection is intended to imply that certain trust 
fund and corporation fund properties are hereby included within the 
provisions of the donable program. This subsection is to be read 
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in connection with the savings provisions of the act contained in sub- 
section 602 (d). 

In addition the amendment provides that not only has the Admin- 
istrator legal authority to donate personal property in working capital 
and similar funds, but also that he is affirmatively prohibited from 
treating property in such funds differently from other property, in 
determining whether to donate it. 

The authority contained in the act to donate surplus property 
capitalized in various accounts is also the authority for those account- 
able for the maintenance of the integrity of such accounts to take 
appropriate credit in reports and financial statements to the extent of 
the authorized impairment (see decision of the Comptroller General 
of the United States, B—92102, 101646, dated March 3, 1955 
(appendix 1)). 

Nothing in this amendatory act is intended to impair or diminish 
the authority of the Administrator with respect to the related program 
authorized by section 202 of Public Law 152 for the maximum utili- 
zation of excess property (see decision of Comptroller General of the 
United States B-121695 dated February 3, 1955). 

The section also provides that no property shall be transferred under 
this subsection until the Secretary of Health, Education, and Welfare 
has received from an appropriate State agency or official a certification 
that such property is usable and needed for educational or public 
health purposes in the State. 


Section 2 


The amendment made by section 2 (a) of the committee amendment 
clarifies the extent of the authority of the Secretary of Health, Edu- 
cation, and Welfare to enforce compliance with terms and conditions 
imposed on the use of donated property. Under existing legislation 
there has been confusion as to whether or not the Secretary had the 
authority to compel such compliance on the use of personal property. 
The question has also arisen as to whether or not the Secretary may 
require that a donee keep the property in use for a given number of 
years before selling, trading, or otherwise disposing of it. 

This subsection provides that single items of personal property 
having an acquisition cost of less than $2,500 shall not be subject 
to the compliance operations of the Department. This does not 
mean that the Secretary may not issue rules and regulations pre- 
scribing minimum standards of operation for the State agencies. It 
is expected that he will do so. The committee is strongly in favor of 
taking necessary steps to insure that only property which is useful 
and needed shall be donated. The committee also takes a strong 
position that the property once donated should be put to maximum 
continuous use in order to enhance the educational and public health 
programs of the Nation and thus render a maximum contribution to 
the welfare of the people. 

It is realized, however, that thousands of items will be donated to 
thousands of institutions throughout the country and that discretion 
must be exercised in seeking compliance with the intent of the law 
lest the costs become prohibitive, the constructive part of the program 
overlooked as to determination of use and need and equitable alloca- 
tion, and the charge made that the Federal Government is unneces- 
sarily infringing upon the rights of the States, their subdivisions, and 
the institutions concerned, 
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This provision of the law is intended to indicate a logical ground 
under which adequate but not excessive and restrictive compliance 
may be assured. 

Section 2 (b) of the committee amendment indicates that the 
amendment made by section 2 (a) is applicable only with respect to 
personal property donated after the enactment of this act. 


Section 3 


This section of the recommended bill is intended to enable the 
Secretary of Health, Education, and Welfare, or the head of any 
Federal agency, designated by the Secretary to enter into cooperative 
agreements with State departments of health or education, and with 
other State agencies which are responsible for carrying out in the 
States the program for utilization of surplus property for educational 
purposes and health purposes provided in the section. 

Numerous occasions have arisen where a Federal agency or State 
agency has found it necessary to use the services, facilities, and 
property of the other in implementing the broad program. This sec- 
tion is intended merely to facilitate the implementation of the program 
and in no way should be considered as permitting the Secretary to 
delegate such basie control functions as final determination of use and 
need of property nor its equitable allocation. 

This section would permit voluntary agreements to be made between 
the Department of Health, Education, and Welfare and the State 
agencies with respect to the establishment of standards of require- 
_— audit and inspection of State systems and depots and related 
records. 

This section recognizes existing practical arrangements in numerous 
places whereby one party is rendering assistance to the other to the 
benefit of both. This section authorizes agreements to be made which 
will be legal from the standpoint of contributions of Federal agencies. 

It will permit the Secretary, among other things, to utilize the serv- 
ices of the State agencies and institutions to examine property at 
posts, camps, and stations and other Federal locations and report the 
facts as to quantity, condition, and usability to representatives of the 
Secretary. The staff of the Secretary is obviously too small for such 
extensive use and there is no justification for the Federal budget carry- 
ing such a force when qualified and responsible State and institutional 
people are available, near at hand, to assist with this work. 


Section 4 


Section 4 (a) of the committee amendment is intended to facilitate 
and reduce administrative costs at the Federal, State, and institu- 
tional levels by removing the terms, conditions, reservations, or 
restrictions which were imposed pursuant to statutes enacted prior 
to the enactment of the Federal Property and Administrative Services 
Act of 1949. It has heretofore been necessary for donees to keep 
separate account for property depending upon which statute and 
which set of conditions attached thereto. 

The subsection would not terminate any civil or criminal liability 
arising out of a violation of such a term, condition, reservation, or 
restriction if a judicial proceeding to enforce such liability is com- 
menced within 1 year after the enactment of this act. 

It is realized that there are some judicial proceedings pending with 
respect to previous transactions and this subsection would enable the 
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proper authorities to resolve them or to initiate suitable action within 
a reasonable period of time. 

Subsection (b) is consistent with the provisions of subsection (a) in 
providing, with respect to single items of personal property having 
an acquisition cost of less than $2,500 donated under the authority 
of section 203 (j) of the Federal Property and Administrative Services 
Act of 1949, that compliance procedures thereon shall cease after the 
expiration of the 1-year period beginning with the enactment of this 
act. 

Single items of personal property donated under section 203 (j) of 
the act and having an acquisition cost of $2,500 or more will continue 
to be subject to the compliance regulations of the Secretary to the 
same extent as are items of personal property under the existing law 
and regulations. 

This subsection shall not be deemed to terminate any civil or 
criminal liability arising out of a violation of such a term, condition, 
reservation, or restriction if a judicial proceeding to enforce such 
poe ini is commenced within 1 year after the expiration of such 1-year 
period. 


Section 6 


Section 5 of the committee amendment requires the Secretary of 
Health, Education, and Welfare to submit quarterly reports as to 
the amounts of real and/or personal property donated to institutions 
in each State, Territory, and possession. These reports will, among 
other things, enable the appropriate committees of the Congress to 
determine whether such property is being equitably distributed, and 
which States are not availing esseelives of the advantages of this 
program. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


FEDERAL PROPERTY AND ADMINISTRATIVE Services Act or 1949 


DISPOSAL OF SURPLUS PROPERTY 


Sec. 203. (a) Except as otherwise provided in this section, the Administrator 
shall have supervision and direction over the disposition of surplus property. 
Such property shall be disposed of to such extent, at such time, in such areas, by 
such agencies, at such terms and conditions, and in such manner, as may be pre- 
scribed in or pursuant to this Act. 

(b) The care and handling of surplus property, pending its disposition, and 
the disposal of surplus property, may be performed by the General Services 
Administration or, when so determined by the Administrator, by the executive 
agency in possession thereof, or by any other executive agency consenting thereto. 

(c) Any executive agency designated or authorized by the Administrator to 
dispose of surplus property may do so by sale, exchange, lease, permit, or transfer 
for cash, credit, or other property, with or without warranty, and upon such other 
terms and conditions as the Administrator deems proper, and it may execute such 
documents for the transfer of title or other interest in property and take such other 
action as it deems necessary or proper to dispose of such property under the pro- 
visions of this title. 

(d) A deed, bill of sale, lease, or other instrument executed by or on behalf of 
any executive agency purporting to transfer title or any other interest in surplus 
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property under this title shall be conclusive evidence of compliance with the pro- 
visions of this title insofar as concerns title or other interest of any bona fide 
grantee or transferee for value and without notice of lack of such compliance. 

(e) Unless the Administrator shall determine that disposal by advertising will 
in a given case better protect the public interest, surplus property disposals may 
be made without regard to any provision of existing law for advertising until 
12 o’clock noon, eastern standard time, June 30, 1953: Provided, That an explana- 
tory statement shall be prepared and submitted to the appropriate committees of 
Congress and a copy preserved in the file of all cases where negotiated disposal 
occurs. 

(f) Subject to regulations of the Administrator, any executive agency may 
authorize any contractor with such agency or subcontractor thereunder to retain 
or dispose of any contractor inventory. 

(g) The Administrator, in formulating policies with respect to the disposal of 
surplus agricultural commodities, surplus foods processed from agricultural 
commodities, and surplus cotton or woolen goods, shall consult with the Secre- 
tary of Agriculture. Such policies shall be so formulated as to prevent surplus 
agricultural commodities, or surplus food processed from agricultural commodities, 
from being dumped on the market in a disorderly manner and disrupting the 
market prices for agricultural commodities. 

(h) Whenever the Secretary of Agriculture determines such action to be required 
to assist him in carrying out his responsibilities with respect to price support or 
stabilization, the Administrator shall transfer without charge to the Department 
of Agriculture any surplus agricultural commodities, foods, or cotton or woolen 
goods to be disposed of. Receipts resulting from disposal by the Department of 
Agriculture under this subsection shall be deposited pursuant to any authority 
available to the Secretary of Agriculture, except that net proceeds of any sale of 
surplus property so transferred shall be credited pursuant to section 204 (b), 
when applicable. Surplus farm commodities so transferred shall not be sold, 
other than for export, in quantities in excess of, or at prices less than, those appli- 
cable with respect to sales of such commodities by the Commodity Credit Corpora- 
tion. 

(i) The United States Maritime Commission shall dispose of surplus ves-els 
of one thousand five hundred gross tons or more which the e ommission determines 
to be merchant vessels or capable of conversion to merchant use, and such vessels 
shall be disposed of only in accordance with the provisions of the Merchant 
Marine Act, 1936, as amended, and other laws authorizing the sale of such vessels. 

(j) (1) Under such regulations as he may prescribe, the Administrator is author- 
ized in his discretion to donate for educational purposes or public health purposes, 
including research, in the States, Territories, and possessions without cost (except 
for costs of care and handling) such equipment, materials, books, or other supplies 
under the control of any executive agency as shall have been determined to be 
surplus property and which shall have been determined under paragraph (2) or 
paragraph (3) of this subsection to be usable and necessary for educational pur- 
poses or public health purposes, including research. 

(2) No property (including property capitalized in a working-capital fund) shall 
be sold under this or any other Act as surplus property until it has been determined 
whether or not such property is usable and necessary for educational purposes or 
public health purposes, including research. Determination whether such surplus 
property (except surplus property donated in conformity with paragraph (3) of 
this subsection) is usable and necessary for educational purposes or public health 
purposes, including research, shall be made by [the Federal Security Adminis- 
trator], or under regulations issued by, the Secretary of Health, Education, and 
Welfare, who shall allocate such property on the basis of needs and utilization for 
transfer by the Administrator of General Services to tax-supported medical 
institutions, hospitals, clinics, health centers, school systems, schools, colleges, 
and universities, and to other nonprofit medical institutions, hospitals, clinics, 
health centers, schools, colleges, and universities which have been held exempt 
from taxation under section 101 (6) of the Internal Revenue Code, or to State 
departments of education or health for distribution to such tax-supported and 
nonprofit medical institutions, hospitals, clinics, health centers, school systems, 
schools, colleges, and universities; except that in any State where another agency 
is designated by State law for such purpose such transfer shall be made to said 
agency for such distribution within the State. 

(3) In the case of surplus property under the control of the National Military 
Establishment, the Secretary of Defense shall determine whether such property 
is usable and necessary for educational activities that are of special interest to 
the armed services, such as maritime academies or military, naval, Air Force, or 
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Coast Guard preparatory schools. If such Secretary shall determine that such 
property is usable and necessary for such purposes, he shall allocate it for transfer 
by the Administrator to such educational activities. If he shall determine that 
such property is not usable and necessary for such purposes, it may be disposed of 
in accordance with paragraph 2 of this subsection. 

(k) (1) Under such regulations as he may prescribe, the Administrator is au- 
thorized, in his discretion, to assign to the Federal Security Administrator for dis- 
posal such surplus real property, including buildings, fixtures, and equipment sit- 
uated thereon, as is recommended by the Federal Security Administrator as being 
needed for school, classroom, or other educational use, or for use in the protec- 
tion of public health, including research. 

(A) Subject to the disapproval of the Administrator within thirty days 
after notice to him by the Federal Security Administrator of a proposed 
transfer of property for school, classroom, or other educational use, the Fed- 
eral Security Administrator, through such officers or employees of the Federal 
Security Agency as he may designate, may sell or lease such real property, 
including buildings, fixtures, and equipment situated thereon, for educa- 
tional purposes to the States and their political subdivisions and instrumen- 
talities, and tax-supported educational institutions, and to other nonprofit 
educational institutions which have been held exempt from taxation under 
section 101 (6) of the Internal Revenue Code. 

(B) Subject to the disapproval of the Administrator within thirty days 
after notice to him by the Federal Security Administrator of a proposed 
transfer of property for public-health use, the Federal Security Administrator, 
through such officers or employees of the Federal Security Agency as he may 
designate, may sell or lease such real property for public-health purposes, in- 
cluding research, to the States and their political subdivisions and instru- 
mentalities, and to tax-supported medical institutions, and to hospitals or 
other similar institutions not operated for profit which have been held ex- 
empt from taxation under section 101 (6) of the Internal Revenue Code. 

(C) In fixing the sale or lease value of property to be disposed of under 
subparagraph (A) and subparagraph (B) of this paragraph, the Federal 
Security Administrator shall take into consideration any benefit which has 
accrued or may accrue to the United States from the use of such property 
by any such State, political subdivision, instrumentality, or institution. 

(D) “States” as used in this subsection includes the District of Columbia 
and the Territories and possessions of the United States. 

(2) Subject to the disapproval of the Administrator within thirty days after 
notice to him of any action to be taken under this subsection— 

(A) The Federal Security Administrator, through such officers or em- 
ployees of the Federal Security Agency as he may designate, in the case of 
real property transferred pursuant to the Surplus Property Act of 1944, as 
amended, and pursuant to this Act, to States, political subdivisions, and 
instrumentalities thereof, and tax-supported and other nonprofit educational 
institutions for school, classroom, or other educational use; 

(B) the Federal Security Administrator, through such officer or employees 
of the Federal Security Agency as he may designate, in the case of real 
property transferred pursuant to the Surplus Property Act of 1944, as 
amended, and pursuant to this Act, to States, political subdivisions and 
instrumentalities thereof, tax-supported medical institutions, and to hospitals 
and other similar institutions not operated for profit, for use in the protection 
of public health (including research) ; 

(C) the Secretary of the Interior, in the case of property transferred 
pursuant to the Surplus Property Act of 1944, as amended, and pursuant to 
this Act, to States, political subdivisions, and instrumentalities thereof, and 
municipalities for use as a public park, public recreational area, or historic 
monument for the benefit of the public; or 

(D) the Secretary of Defense, in the case of property transferred pursuant 
to the Surplus Property Act of 1944, as amended, to States, political sub- 
divisions, and tax-supported instrumentalities thereof for use in the training 
and maintenance of civilian components of the armed forces, 

is authorized and directed— 

(i) to determine and enforce compliance with the terms, conditions, reser- 
vations, and restrictions contained in any instrument by which such transfer 
was made; 

(ii) to reform, correct, or amend any such instrument by the execution of a 
corrective, reformative, or amendatory instrument where necessary to correct 
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such = eae or to conform such transfer to the requirements of applicable 
law; an 

(iii) to (I) grant releases from any of the terms, conditions, reservations, 
and restrictions contained in, and (II) convey, quit-claim, or release to the 
transfereee or other eligible user any right or interest reserved to the United 
States by, any instrument by which such transfer was made, if he determines 
that the property so transferred no longer serves the purpose for which it was 
transferred, or that such release, conveyance, or quitclaim deed will not pre- 
vent accomplishment of the purpose for which such property was so trans- 
ferred: Provided, That any such release, conveyance, or quitclaim deed may 
be granted on, or made subject to, such terms and conditions as he shall 
deem necessary to protect or advance the interests of the United States. 

(1) The Administrator is authorized to take possession of abandoned and other 
unclaimed property on premises owned or at by the Government, to determine 
when title thereto vested in the United States, and to utilize, transfer or otherwise 
dispose of such property. Former owners of such property upon proper claim 
filed within three years from the date of vesting of title in the United States shall 
be paid the proceeds realized from the disposition of such property or, if the 
property is used or transferred, the fair value therefor as of the time title was 
vested in the United States as determined by the Administrator, less in either 
case the costs incident to the care and handling of such property as determined by 
the Administrator. 

(m) The Secretary of Health, Education, and Welfare, or the head of any Federal 
agency designated by the Secretary, 1s authorized to enter into cooperative agreements 
with State departments of education or health, and with other State agencies, which 
are responsible for carrying out in the States the program for the utilization of surplus 
property for educational purposes and health purposes provided for in subsections 
(j) or (k) of this section. Such cooperative agreements may provide that either the 
Federal agency or the State agency will assume responsibility for a part of the duties 
of the other agency which relate to such program, and that either such agency will 
make available to the other agency such property, personnel, or funds as may be 
necessary to enable it to perform such duties. 

* * * * * * . 


REPEAL AND SAVING PROVISIONS 
Sec. 602. (a) * * * 
* * * * * * . 
(d) Nothing in this Act (including the first sentence of section 203 (j) (2)) shall 
impair or affect any authority of— 

(1) the President under the Philippine Property Act of 1946 (60 Stat. 418; 
22 U.S. C. 1381); 

(2) any executive agency with respect to any phase (including, but not 
limited to, procurement, storage, transportation, processing, and disposal) 
of any program conducted for purposes of resale, price support, grants to 
farmers, stabilization, transfer to foreign governments, or foreign aid, relief, 
or rehabilitation: Provided, That the agency carrying out such program shall, 
to the maximum extent practicable, consistent with the fulfillment of the 
purposes of the program and the effective and efficient conduct of its business, 
coordinate its operations with the requirements of this Act and the policies 
and regulations prescribed pursuant thereto; 

(3) any executive agency named in the Armed Services Procurement Act 
of 1947, and the head thereof, with respect to the administration of said Act; 

(4) the National Military Establishment with respect to property required 
for or located in occupied territories; 

(5) the Secretary of Defense with respect to the administration of the 
National Industrial Reserve Act of 1948; 

(6) the Secretary of Defense, the Munitions Board, and the Secretaries of 
the Army, Navy, and Air Force with respect to the administration of the 
Strategic and Critical Materials Stock Piling Act (60 Stat. 596), and provided 
that any imported materials which the authorized procuring agency shall 
certify to the Commissioner of Customs to be strategic and critical materials 
procured under said Act may be entered, or withdrawn from warehouse, free 
of duty; 

(7) the Secretary of State under the Foreign Service Buildings Act of May 
7, 1926, as amended; 

(8) the Secretary of the Army, the Secretary of the Navy, and the Secretary 
of the Air Force with respect to the administration of section 1 (b) of the Act 
entitled “An Act to expedite the strengthening of the national defense”, 
approved July 2, 1940 (54 Stat. 712); 
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(9) the Secre of Agriculture or the Department of Agriculture under 
(A) the National School Lunch Act (60 Stat. 230); (B) the Farmers Home 
Administration Act of 1946 (60 Stat. 1062); (C) the Act of August 31, 1947, 
Public Law 298, Eightieth Congress, with respect to the disposal of labor 
supply centers, and labor homes, labor camps, or facilities; (D) section 32 of 
the Act of August 24, 1935 (49 Stat. 774), as amended, with respect to the 
exportation and domestic consumption of agricultural products; or (E) 
section 201 of the Agricultural Adjustment Act of 1938 (52 Stat. 36) or 
section 203 (j) of the Agricultural Marketing Act of 1946 (60 Stat. 1082); 

(10) the Secretary of Agriculture, Farm Credit Administration, or any 
farm credit board under section 6 (b) of the Farm Credit Act of 1937 (50 
Stat. 706), with respect to the acquisition or disposal of property; 

(11) the Housing and Home Finance Agency, or any officer or constituent 
agency therein, with respect to the disposal of residential property, or of 
other property (real or personal) held as part of or acquired for or in connec- 
tion with residential property, or in connection with the insurance of mort- 
gages, loans, or savings and loan accounts under the National Housing Act; 

(12) the Tennessee Valley Authority with respect to nonpersonal services, 
with respect to the matters referred to in section 201 (a) (4), and with respect 
to any property acquired or to be acquired for or in connection with any 
program of processing, manufacture, production, or force account con- 
struction: Provided, That the Tennessee Valley Authority shall to the 
maximum extent that it may deem practicable, consistent with the fulfillment 
of the purpose of its program and the effective and efficient conduct of its 
business, coordinate its operations with the requirements of this Act and the 
policies and regulations prescribed pursuant thereto; 

(13) the Atomic Energy Commission; 

(14) the Administrator of Civil Aeronautics or the Chief of the Weather 
Bureau with respect to the disposal of airport property and airway property 
for use as such property. For the purpose of this paragraph the terms 
“airport property” and “airway property”’ shall have the respective meanings 
ascribed to them in the International Aviation Facilities Act (62 Stat. 450); 

(15) the Postmaster General or the Postal Establishment with respect to 
the means and methods of distribution and transportation of the mails, and 
contracts, negotiations, and proceedings before Federal and State regulatory 
and ratemaking bodies, relating to the transportation of the mails; 

(16) the United States Maritime Commission with respect to the construc- 
tion, reconstruction, and reconditioning (including outfitting and equipping 
incident to the foregoing), the acquisition, procurement, operation, mainte- 
nance, preservation, sale, lease, or charter of any merchant vessel or of any 
shipyard, ship site, terminal, pier, dock, warehouse, or other installation 
necessary or appropriate for the carrying out of any program of such Com- 
mission authorized by law, or nonadministrative activities incidental thereto: 
Provided, That the United States Maritime Commission shall to the maximum 
extent that it may deem practicable, consistent with the fulfillment of the 
purposes of such programs and the effective and efficient conduct of such 
activities, coordinate its operations with the requirements of this Act, and 
the policies and regulations prescribed pursuant thereto; 

(17) the Central Intelligence Agency; 

(18) the Joint Committee on Printing, under the Act entitled ‘“‘An Act 
providing for the public printing and binding and the distribution of public 
documents” approved January 12, 1895 (28 Stat. 601), as amended or any 
other Act; or 

(19) for such period of time as the President may specify, any other 
authority of any executive agency which the President determines within one 
year after the effective date of this Act should, in the public interest, stand 
unimpaired by this Act. 





Aprenpbix I 


CompTROLLER GENERAL OF THE UNITED SrarTes, 
Washington 25, D. C., March 3, 1955. 


Hon. Jonn W. McCormack, 
Chairman, Special Subcommittee on Donable Property of the Committee on 
Government Operations. 
Dear Mr. CrarrMan: Reference is made to your letter of March 2, 1955, 
relating to H. R. 3322, 84th Congress. 
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UTILIZATION OF SURPLUS PROPERTY 19 


The present draft of subsection (a) of section 1 of H. R. 3322 is quoted in your 
letter as follows: 

“That paragraph (1) of subsection (j) of section 203 of the Federal Property 
and Administrative Services Act of 1949 is amended (1) by inserting after ‘other 
supplies’ the following: ‘(whether or not capitalized in a working-capital or 
similar fund)’, and (2) by adding at the end thereof the following new sentence: 
‘In determining whether or not property is to be donated under this subsection, 
no distinction shall be made between property capitalized in a working-capital 
fund established pursuant to section 405 of the National Security Act of 1947, as 
amended, or any similar fund, and any other property.’ ” 

You state that the intent of subsection (a) of section 1 of H. R. 3322 is to insure 
that surplus working-capital fund property is also made available for donation 
for educational and public health purposes under the law. You request our opinion 
as to whether the authority to donate property under this subsection is also 
authority for responsible officials to take accounting credit to the extent of the 
inp to the | reer ee ge caused by the donation, 

Subsection 1 (a), if enacted, would authorize the donation of property capital- 
ized in working-capital or similar funds for educational and public health purposes. 
Such authority to donate property necessarily includes the authority to adjust 
the accounting records of the Government to reflect the decrease in assets. The 
donation of property capitalized in working-capital or similar funds results in a 
decrease in the assets of such funds which must be reflected as a reduction in the 
capitalization of the fund involved. 

Accordingly, it is our view that the authority to donate property under this 
subsection 1 (a) is also the authority for responsible officials to take accounting 
credit to the extent of the impairment to the capitalization caused by the donation. 

Sincerely yours, 
Joseph CAMPBELL, 
Comptroller General of the United States. 
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Marcu 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cannon, from the Committee on Appropriations, submitted the 
following 


REPORT 


{To accompany H. R. 4903] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations to supply 
certain regular and supplemental appropriations for the fiscal year 
ending June 30, 1955, and for other purposes. 

The estimates upon which the bill is based are contained in House 
Documents Nos. 88, 102, 103, 104, 105 and 106. The bill is divided 
into chapters corresponding to the subcommittees considering the 
estimates. The recommendations contained in the bill are a result 
of deliberations of the several subcommittees as approved by the full 
committee. 

SuMMARY OF BILL 


Budget estimates considered by the committee total $920,523 ,454. 
Appropriations recommended total $855,212,429, a reduction of 
$65,311,025. These amounts are distributed by chapters of the bill 
as indicated in the following table. 
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CHAPTER I 


SUBCOMMITTEE 


JAMIE L. WHITTEN, Mississippi, Chairman 


FRED MARSHALL, Minnesota H. CARL ANDERSEN, Minnesota 
CHARLES B. DEANE, North Carolina WALT HORAN, Washington 
WILLIAM H. NATCHER, Kentucky CHARLES W. VURSELL, IDlinois 


DEPARTMENT OF AGRICULTURE 


AGRICULTURAL REsEARCH SERVICE 


House Document No. 88 proposes an additional $700,000 to meet a 
threatened outbreak of grasshoppers in 15 western states, including 
Texas, Colorado, New Mexico, Oklahoma, Kansas, Montana, Wyo- 
ming, Arizona, California, Oregon and Idaho. Surveys completed 
last December indicate severe buildups of grasshoppers, due in part 
to the drought conditions in these areas. It is imperative that plan- 
ning for cooperative control action with the states involved be 
undertaken immediately. 

The committee recommends $500,000 for this purpose, instead of 
the full amount requested. The surveys made in December are only 
a preliminary analysis of the emergency, and extreme weather condi- 
tions unfavorable to grasshoppers could reduce or eliminate the 
threatened outbreak. Further, since the Federal Government is 
paying one-third of the cost of control on State and private lands, the 
Committee feels that local groups should take a joint interest in 
control work on public land. 


AGRICULTURAL CONSERVATION PROGRAM 


The Third Supplemental Appropriations Act for 1954 made avail- 
able $15,000,000 for a program of sharing with farmers the costs of 
carrying out emergency wind erosion control measures in the drought 
areas during 1954. Through December 31, 1954, approximately 
$7,853,000 of these funds were used. The language carried in the 
accompanying bill proposes to continue the uncommitted balance of 
$7,147,000 available to carry out similar measures during 1955. 

The Committee understands that some of the emergency work 
covered by these funds is already underway and is being financed 
from the regular ACP funds. It recognizes that immediate action is 
necessary, since late winter and early spring is the most effective 
period in which to do this work, and agrees that these funds should be 
used to cover such measures initiated during this period. 

The committee has approved the proposal to eliminate the 
limitation of $1.25 per acre carried in last year’s bill, in order to en- 
courage more intensive and permanent measures such as the establish- 
ing of vegetative cover on the land. This action is based on assurances 
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that close control will be maintained on per acre costs and that the 
committee will be advised of the Department’s experience on this 
matter. 

The prolonged nature of the drought in many areas, and the strong 
possibility of further severe damage this year due to lack of moisture 
and dust storms, present a serious national problem which can be met 
only by a farsighted and long-range conservation program vigorously 
prosecuted throughout the country. The Committee urges the De- 
partment to give this matter even closer attention than in the past, 
and asks that it give careful study to all legislation and other proposals 
designed to meet various phases of the problem. It invites the 
Department to work closely with the Congress on this program, 


especially with the Agriculture and Appropriations Committees of 
both Houses. 
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Comparative statement of budget estimates and amounts recomme nded in the bill 
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CHAPTER II 
SUBCOMMITTEE 
PRINCE H. PRESTON, JrR., Georgia, Chairman 
ALBERT THOMAS, Texas CLIFF CLEVENGER, Ohio 
JOHN J. ROONEY, New York FRANK T. BOW, Ohio 
SIDNEY R. YATES, Illinois WALT HORAN, Washington 
JOHN F. SHELLEY, California EDWARD T. MILLER, Maryland 


DANIEL J. FLOOD, Pennsylvania 
DEPARTMENT OF COMMERCE 


Office of the Secretary —Language is provided in the bill authorizing 
the transfer of not to exceed $650,000 to the appropriation “Salaries 
and expenses, Civil Aeronautics Administration” and not to exceed 
$190,000 to the appropriation “Salaries and expenses, Weather 
Bureau” from other appropriations previously made to the Depart- 
ment of Commerce. These funds are to provide payments for longev- 
ity benefits, increased overtime pay and home leave as authorized by 
Public Law 737, approved August 31, 1954, and Public Law 763, 
approved September 1, 1954. This proposed transfer authority will 
permit these costs to be absorbed within funds already appropriated 
to the Department of Commerce. 


Civi. Agronavutics Boarp 


Payments to Air Carriers.—The bill includes $5,000,000 additional, 
a decrease of $10,200,000 in the budget estimate, for subsidy payments 
to air carriers in fiscal year 1955. This amount when added to the 
$40,000,000 previously appropriated in the regular bill and an unex- 
pended balance brought forward from the prior year of $11,963,706 
makes a total of $56,963,706 available during fiscal year 1955 for the 
payment of these subsidies. 

he Chairman of the Board in his statement to the Committee 
relative to the Supreme Court decision in the Chicago and Southern 
Case said: 

* * * For these reasons, the current budget estimates do not contemplate 
any reduction in subsidy due to application of the offset principle. 

However, I do want to call your attention to the fact that there are other 
important decisions to be made in litigation now in progress that may give us 
some additional savings. 

A report from the investigative staff of this Committee dated 
Dec. 30, 1954, contained the following: 

The survey indicates that the Civil Aeronautics Board does not have accurate 
facts or figures regarding Pan American operations. Mostof the subsidiaries have 
never been properly audited and some not at all, and there has not been insistence 
that the operations of the entire system be treated as an entity, as required by 4 
recent Supreme Court decision. If corrective action were taken, substantial 
cuts in subsidy should result. 
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The Committee is of the opinion that the Supreme Court decision, if 
properly adhered to, will result in a substantial reduction in the 
amount of subsidy, and that the amount allowed by the Committee 
will be sufficient to make payments during the remainder of the fiscal 
year to domestic lines and international carriers who are not affected 
by the Supreme Court offset decision. 


Maritime ACTIvITIEs 


Operating differential subsidies—The bill includes an additional 
$35,000,000 for the payment of operating differential subsidies. This 
is a reduction of $25,000,000 in the budget request. The amount 
recommended herein together with the amount previously appro- 
priated makes a total of $100,000,000 available for this item during 
the current fiscal year. 

Repair of reserve fleet vessels (liquidation of contract authorization).— 
Language is recommended in the bill making available an additional 
$75,000 for administering the program of placing naval auxiliary-type 
merchant ships in a higher degree of defense readiness. The Commit- 
tee was advised that approximately 70 ships can be repaired with the 
$12,000,000 previously appropriated instead of 50 ships as had been 
originally estimated. The larger number of ships repaired will provide 
a greater workload for the contract surveillance, inventorying, audit- 
ing, and inspection activities which are to protect the interests of the 
Government. 

Bureau or Pusric Roaps 


Federal-aid highways.—The Committee recommends $90,000,000 
additional to provide funds for reimbursement to the States for the 
Federal share of the cost of work done on approved Federal-aid high- 
way projects heretofore authorized. The sum of $500,000,000 was 
appropriated in the regular appropriation act for fiscal year 1955, 
which together with the $90,000,000 recommended herein will make 
a total of $590,000,000 available during the current fiscal year. The 
Committee was advised that there remain unliquidated contract 
authorizations for fiscal years 1954 through 1957 totaling $2,673,500,000. 

Forest highways.—The bill includes an additional $3,000,000 to pro- 
vide funds for making contract payments for work done on approved 
forest highway projects. The appropriation in the regular act for 
this item was $15,000,000. 

Public lands highways.—There is included in the bill $750,000 to 
provide additional funds for making contract payments for the cost 
of work done on approved public lands highway projects. 


INDEPENDENT OFFICES 


SMALL Business ADMINISTRATION 


Salaries and expenses—The bill includes language authorizing the 
transfer of an additional $224,000 from the ‘Revolving fund, Small 
Business Administration” to “Salaries and expenses’ for administra- 
tive expenses in connection with activities financed under said fund. 
The committee expects that this agency hereafter will so apportion 
its funds so as to stay within the limits of the amount appropriated 
for administrative expenses. 
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Revolving fund.—No additional funds are recommended for capital 
for the revolving fund authorized by the Small Business Act of 1953. 
The committee was advised that as of December 31, 1954, there were 
$31,324,000 available in the revolving fund for lending purposes. 


DEPARTMENT OF DEFENSE—CIVIL FUNCTIONS 
DEPARTMENT OF THE ARMY 
CANAL ZONE GOVERNMENT 


Operating expenses.—There is included in the bill $230,000 additional 
for “Operating expenses”, a reduction of $108,000 in the budget esti- 
mate. The additional amount is to provide for the home leave travel 
of employees under Public Law 737, approved August 31, 1954. The 
Committee was advised that the estimate was based on the regular 
commercial rate which is approximately three times the amount 
charged employees traveling on the Panama Line. It was further 
estimated that approximately 50 percent of those traveling would 
probably use the Panama Line. The Committee has reduced the 
request on the basis of those estimated to be traveling on the Panama 
Line and that the rates paid therefor could be under the system of 
reduced rates. 





and amounts recommended in the bill 
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CHAPTER III 
SUBCOMMITTEE 


GEORGE H. MAHON, Texas, Chairman 


HARRY R. SHEPPARD, California RICHARD B. WIGGLESWORTH, Massachusetts 
ROBERT L. F. SIKES, Florida ERRETT P. SCRIVNER, Kansas 

W. F. NORRELL, Arkansas GERALD R. FORD, Jr., Michigan 

JAMIE L. WHITTEN, Mississippi EDWARD T. MILLER, Maryland 

GEORGE W. ANDREWS, Alabama HAROLD C. OSTERTAG, New York 

JOHN J. RILEY, South Carolina GLENN R. DAVIS, Wisconsin 


CLARLES B. DEANE, North Carolina 
DANIEL J. FLOOD, Pennsylvania 


DEPARTMENT OF DEFENSE 
INTERSERVICE ACTIVITIES 


Claims.—The request of $4,320,000, to be derived by transfer, for 
payment of claims is saeered, This supplements the amount of 
$7,680,000 provided for this purpose in the regular appropriation. 
Approximately 48 percent of the additional requirements are for 
personnel claims, including erroneous collections. Tort claims account 
for about 52 percent of the request. Included in this category are 
certain foreign claims authorized under Public Law 734, 83rd Congress, 
for which no provision was made in the regular appropriation. 

Retired pay.—The bill includes $8,000,000 for retired pay, a reduc- 
tion of $2,500,000 in the supplemental request. This amount is to 
be derived by transfer from funds heretofore appropriated. Added 
to the amount of $404,500,000 previously appropriated for this purpose 
results in a total appropriation of $412,500,000 for 1955. The number 
of annuitants, especially in the nondisability category, has increased 
steadily since beginning of the fiscal year, due principally to the 
reductions in active forces. The Committee feels, in the light of total 
obligations of $202,126,000 through December 31, that the total 
amount provided should be adequate to meet the increased require- 
ments. 

Uniform allowances.—Language permitting the use of appropriated 
funds for the purchase of uniforms for certain civilian employees in 
the Department of Defense is not recommended. The Committee 
was informed that it would be inadvisable for the Department to 
implement present legislation because of inequities such implementa- 
tion would create at this time. It is understood that a revision of that 
portion of the enabling legislation dealing with this matter is con- 
templated. 


11 


f6ICAN LIBRARIES 


- 


RAIC 


UNIVE RSIiWw Of 











SECOND SUPPLEMENTAL APPROPRIATION BILL, 1955 


12 





(000 ‘009 ‘@—) 


(000 ‘O@8 ‘¥I) 1 


(000 ‘0@E “@T) 1 











(000 ‘009 ‘@? —) 


(000 ‘000 *8) (000 ‘008 °OT) 


(000 ‘O@S ‘¥$) (000 ‘0¢& ‘7$) 


"CCG IBAA [BOSY ,,°! 


SS ’ 








ABN ‘JouUosIAd AAV ,, WOIJ JoJSUBIF Aq poallap oq OF t 








80} 8UI]4Se 
quis pesedmoo [1d 


Iq uy} pepucuiuicoNy ajeul|3se JospNng 














Fea COE Oe ee ae Sg [1] 2090 8YyD “18301 
beth SRSA KOT SETS SR GROR AH HESS SO AE REAL TSS Awd painey | 88 
Shes dane Ke Rd SHee Hee eS SOE SER SNE ease. sus) | 88 
SALLIAILOY 4 IAUASUALNI 
ASNAAHGU AO LNAWLY Vdd 
SAV © QUoTIITdIC] oot it 








17°94 94} ul papuaul U0IAL SJUNOWUD PUD SIPDULIYSA jaiipn q {0 JUaULa]D}S 


aarjoiDd uLo,) 





CHAPTER IV 


SUBCOMMITTEE 


OTTO E. PASSMAN, Louisiana Chairman 


J]. VAUGHAN GARY, Virginia JOHN TABER, New York 

JOHN J. ROONEY, New York RICHARD B. WIGGLESWORTH, Massachusetts 
CLARENCE CANNON, Missouri IVOR D. FENTON, Pennsylvania 

ANTONIO M, FERNANDEZ, New Mexico GERALD R. FORD, Jr., Michigan 
HENDERSON LANHAM, Georgia T. MILLET HAND, New Jersey 


WILLIAM H, NATCHER, Kentucky 
WINFIELD K. DENTON, Indiana 


FOREIGN OPERATIONS 
Export-Import BANK 


Administrative expenses limitation.—The bill includes an increase of 
$40,000 in the limitation on administrative expenses of the Export- 
Import Bank, a decrease of $30,000 below the estimate as contained in 
House Document Numbered 88. 

The estimate was based on the establishment of new positions, in- 
cluding an expanded and now full-time Board of Directors, under the 
terms of Public Law 570, approved August 9, 1954. The present 
estimate was prepared in August, 1954. Testimony disclosed that 
the operations of the Bank have been kept, with commendable re- 
straint, within the original fiscal year 1955 limitation. The Committee 
feels, therefore, that the amount recommended will be sufficient to 
maintain such increased staff as is necessary for the balance of this 
fiscal year. 

In passing the Treasury-Post Office Appropriation Act, 1955, the 
Congress granted the full amount of the request for 1955, $1,070,000, 
and the present recommendation will provide a total limitation of 
$1,110,000 for the fiscal year. 


Moutvau Security 


Contributions to the United Nations Expanded Program of Technical 
Assistance.—The bill includes the amount of $4,000,000 for this pur- 
pose, to be obtained by transfer from the unobligated balance of 
fiscal year 1955 appropriations for Mutual Defense Assistance, South- 
east Asia and the Western Pacific. 

This program is a joint venture of more than sixty governments in 
providing technical assistance for economically underdeveloped coun- 
tries through the various service agencies of the United Nations such 
as the Food and Agriculture Organization, the World Health Organi- 
zation, etc. Contributions made by the United States to this pro- 
gram are in addition to, and augment, United States Technical 
Assistance programs and the U. S. contribution to the Organization 
of American States for the same purpose. 
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The estimate as contained in House Document Numbered 88, pro- 
vided for a direct appropriation of $8,000,000. The action recom- 
mended is thus a decrease of $8,000,000 below the estimate, but does 
provide, by transfer, the sum of $4,000,000 for the purpose. 

In the Mutual Security Appropriation Act for 1955, the Congress 
appropriated $9,957,621 for the U. S. contribution for the remainder 
of the calendar year 1954, and further provided that no pledge be 
made for the calendar year 1955 until Congress had appropriated 
funds for the purpose. ‘Testimony disclosed that, although other con- 
tributing nations have made pledges in slightly greater total amount 
than for calendar year 1954, the program of the organization had in 
no way been modified or reduced with a prudent eye toward the 
entirely real possibility that the United States might make no con- 
tribution for 1955. 

The United Nations organization is of course not bound by the 
fiscal laws and regulations of the United States. However, it would 
certainly appear that any reasonable administrator, faced with as 
strong an indication of potential loss of revenue as was contained in 
the legislative history of the appropriation for the close of the calendar 
year 1954, would either initiate a program retrenchment, or more 
strongly importune his other supporters for the required resources. 

It was stated that the program is presently operating at a rate of 
approximately $1.6 million per month, and that available funds would 
carry out this plan through the month of April. The amount in- 
cluded in the bill will provide amply for the balance of the fiscal year, 
and will be approximately 33% percent of the total, a more nearly 
reasonable U.S. proportion than the 55 percent to 60 percent hereto- 
fore contributed by this nation. 
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CHAPTER V 


SUBCOMMITTEE 


ALBERT THOMAS, Texas, Chairman 


SIDNEY R, YATES, Illinois JOHN PHILLIPS, California 
JOE L. EVINS, Tennessee CHARLES W. VURSELL, Illinois 
EDWARD P, BOLAND, Massachusett HAROLD C, OSTERTAG, New Yor 


INDEPENDENT OFFICES 
FEDERAL COMMUNICATIONS COMMISSION 


Salaries and expenses.—The bill includes the budget estimate of 
$85,000 to provide funds for continuing work on the backlog of 
applications in television and safety and special radio services activi- 
ties. The Committee has approved additional funds for such purposes 
in recent years and the Commission has made substantial progress in 
meeting its responsibilities, but is confronted with the prospect of a 
shortage of funds for the remainder of the year. To enable the 
Commission to continue present staff engaged in this work the Com- 
mittee has approved the amount requested. 


FEDERAL Power ComMISSION 


Salaries and expenses.—The Committee has approved the budget 
estimate of $100,000 for this item so that the. Commission can begin 
work immediately on a backlog of license applications that is develop- 
ing in hydroelectric and natural gas cases. The 1956 budget pro- 
poses a two year program to eliminate such backlogs, and with this 
additional amount for the current year the Commission should have 
the increased program in full operation by the start of the new fiscal 
year. 

NATIONAL ApvisoRY COMMITTEE FOR AERONAUTICS 


Salaries and expenses.—The Committee has allowed $240,000 for 
this purpose, a reduction of $60,000 in the budget estimate. The 
budget for 1956 includes funds to complete the staffing of the three 
Unitary Plan tunnels coming into operation at the Langley, Ames, 
and Lewis Laboratories, and to permit an acceleration of research 
effort in critical fields of aeronautical research. The supplemental 
funds in the bill are to provide staff to operate the new facilities 
during the fourth quarter of this year and to make a substantial 
saving of time in the build-up to the level of effort required for the 
fiscal year 1956. 

VETERANS ADMINISTRATION 


Compensation of pensions.—The Committee has allowed the full 
budget estimate of $240,000,000 for benefit payments under this item. 
Rates of compensation and pension were increased by 5 per centum in 
Public Laws 695 and 698, approved August 28, 1954. Such increases 
were not anticipated at the time original estimates of fund require- 
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ments were prepared, and at current rates of expenditure the amount 
recommended will be required for the remainder of the year. 

Readjustment benefits—The bill contains the full budget estimate of 
$155,000,000 for this item, which is for benefits in connection with 
education and training, vocational rehabilitation of disabled veterans, 
loan guaranty, and other benefit programs. Such amount is in addi- 
tion to some $540,000,000 in the fund for the current year, and is 
required because the number of Korean veterans in training is sub- 
stantially in excess of the number anticipated at the time regular 1955 
estimates were presented to Congress. 

Grants to the Republic of the Philippines —The Committee recom- 
mends $611,000 for this item, which is a reduction of $109,000 in the 
budget estimate. The original authorization for such grants expired 
on December 31, 1954, but was extended an additional five years by 
Public Law 421, approved June 18, 1954, with gradually decreasing 
limitation on the amount of the grant authorized each year. The 
amount in the bill is to continue the grant program and makes the 
total amount of grants for fiscal year 1955 $2,175,000. 
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CHAPTER VI 
SUBCOMMITTEE 


MICHAEL J. KIRWAN, Ohio, Chairman 


W. F. NORRELL, Arkansas BEN F. JENSEN, lowa 
ALFRED D. SIEMINSKI, New Jersey IVOR D. FENTON, Pennsylvania 
DON MAGNUSON. Washington ERRETT P. SCRIVNER, Kansas 


DEPARTMENT OF THE INTERIOR 
Bureau or LAND MANAGEMENT 


Management of lands and resources.—The budget estimate of 
$350,000 is recommended for the suppression of fires on range and 
forest lands under the jurisdiction of the Bureau of Land Management. 


Bureau or InpIAN AFFAIRS 


Health, Education, and Welfare Services —The Committee directs 
that $280,600 of the funds available under this heading be applied to 
the contract with the State of Montana for the education of Indian 
children. 

The need for these additional funds is the result of confusion 
created by the Bureau with respect to the application of criteria for 
State and School District eligibility for federal funds under the 
Johnson-O’Malley Act. From the information that the committee 
has been able to obtain from both the Interior Department and the 
representatives of the State Department of Education, it is evident 
that clarification of the Bureau’s conflicting interpretations of criteria 
for eligibility is urgently needed. The committee requires that a 
complete study of this problem be undertaken by the Office of the 
Secretary. The results of this study and recommendations for clear 
and definite criteria are to be presented to the committee before the 
hearings on the budget request for 1957. 


NATIONAL PARK SERVICE 


Jones Point bridge.—An appropriation of $600,000 has been allowed, 
a reduction of $75,000 in the budget estimate of $675,000. The 
funds provided are for borings and the preparation of construction 
plans, specifications and estimates for the Jones Point bridge author- 
ized by Public Law 704 of the 83d Congress. 


DEPARTMENT OF AGRICULTURE 


Forest SERVICE 


Salaries and expenses.—The budget estimate of $2,570,000 is 
recommended for control of spruce budworm infestations in Oregon, 
Idaho, Montana, and New Mexico. It is estimated that 12.3 million 
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board feet of timber with a stumpage value of nearly $38,000,000 
are immediately threatened by spruce budworm epidemics in these 


states. 
INDEPENDENT OFFICES 
Nationa, Caprrat PLANNING CoMMISSION 


Salaries and expenses, Washington Regional Mass Transportation 
Survey.—An appropriation of $400,000 was requested for a compre- 
hensive survey of present and future mass transportation needs in 
the National Capital region. The Committee recommends an appro- 
priation of $200,000 to begin this work. Pending legislation effecting 
the scope and conduct of the survey could alter existing plans. The 
Committee desires that a complete review of the project be made 
next year before additional funds are made available for its com- 
pletion. 





JOHN MARSHALL BICENTENNIAL CELEBRATION CoMMISSION 


The Committee recommends approval of the budget estimate of 
$10,000 for the John Marshall Bicentennial Celebration Commission 
as authorized by the Act of August 13, 1954. 
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CHAPTER VII 


SUBCOMMITTEE 


JOHN E. FOGARTY, Rhode Island, Chairman 


ANTONIO M. FERNANDEZ, New Mexico JOHN TABER, New York 

(Chairman for Related Independent Agencies) T. MILLET HAND, New Jersey 
HENDERSON LANHAM, Georgia BEN F. JENSEN, Iowa 
WINFIELD K. DENTON, Indiana 


DEPARTMENT OF LABOR 
BureAv OF EMPLOYMENT SECURITY 


Grants to States for unemployment compensation and employment 
service administration —The Committee has approved language 
requested by the Department, which would make these funds available 
to the Secretary of Labor to operate the program of unemployment 
compensation for Federal employees in any state where the Secretary 
was unable to arrive at a contractual agreement with the state for 
such operation. The basic legislation governing this program requires 
the Secretary of Labor to perform such operations in any state that 
does not enter into contractual arrangements for the administration 
of the program by the state. It is not anticipated that the Department 
of Labor will ever find it necessary to carry out these operations 
directly. The language carried in this bill is simply to assure uninter- 
rupted operation of this program should some state find it necessary 
to terminate its agreement with the Federal government. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
OFFICE OF EDUCATION 


Payments to school districts —The Committee has approved in full 
the request for $20,000,000 in additional funds for payments to school 
districts for operation and maintenance of schools in federally im- 
pacted areas in accordance with Public Law 248 as amended by 
Public Law 732, both of the 83rd Congress. The primary reason 
for this additional appropriation being necessary is that Public Law 
732 suspended for one yéar the “3% absorption feature” contained 
in Public Law 248. Public Law 732 was approved on August 31, 
1954, too late for an additional appropriation to be made, during the 
last session of Congress, to cover the increase in entitlements resulting 
from that legislation. The amount recommended in this bill together 
with the $55,000,000, which has already been appropriated for fiscal 
year 1955, is estimated to cover 100°% of entitlements under existing 
legislation. 

Assistance for school construction.—The Committee has approved in 
full the request for $48,500,000 together with the unobligated balances 
of funds previously appropriated for this same general purpose. The 
Department estimates that $21,500,000 of funds previously appro- 
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priated for school construction will not be utilized under the author- 
izing legislation which now governs their expenditure. Thus the 
language of the bill would make an estimated total amount of 
$70,000,000 available to carry out Public Law 731, approved August 
31, 1954. That legislation provides for Federal assistance to school 
districts whose enrollments have increased between July 1, 1954 and 
July 1, 1956, because of Federal activities. The total program is 
estimated to cost $94,000,000. The $70.000,000 estimated to be 
provided in this bill is to cover those applications already received. 
The remaining $24,000,000 has been requested in the 1956 budget. 


SoctaL Security ADMINISTRATION 
BUREAU OF PUBLIC ASSISTANCE 


Grants to States for public assistance.—The bill contains the full 
amount of $238,000,000 which was requested. The Committee saw 
no reason to doubt the validity of the revised estimates of costs under 
this program. These costs are established by mathematical formula 
in the basic Social Security legislation and thus are not subject to 
administrative control. 


BUREAU OF OLD AGE AND SURVIVORS INSURANCE 


Salaries and expenses.—The Department requested that funds 
available for administrative expenses be increased from $69,400,000, 
which is already available, to $80,640,000 or an increase of $11,240,000. 
This increase was estimated to be necessary because of the 1954 
amendments to the Social Security Act which affect the workload of 
this Bureau. The first Supplemental Appropriation Act for 1955 
contained $5,000,000 to meet a portion of these increased administra- 
tive expenses and the Committee believes that an additional $10,000,- 
000 appropriated at this time will provide sufficient funds for the 
Bureau to adequately carry out its functions. The Committee has 
therefore approved an increase. in the funds available for salaries and 
expenses, to $79,400,000. 

The committee was also going to consider the advisability of 
including language in the bill to clearly establish the limit of cost for 
the Baltimore building, had a request been submitted by the Bureau 
of the Budget, or by the Secretary with the approval of the Bureau of 
the Budget. The letter of request from the Secretary, which is 
printed on page 32 of the hearings, stated, “The Bureau of the Budget 
advises that if it is the committee’s wish to effect the needed clarifica- 
tion by the means set forth above, it would interpose no objection.” 
The Committee is well aware of its constitutional authority, and 
hardly expects the Bureau of the Budget to interpose objections to the 
exercise of that authority. In the absence of the Bureau’s approval 
of the Secretary’s request, the Committee has deferred action and 
will take up the matter in the regular order. 


OFFICE OF THE SECRETARY 


Salaries and expenses, Office of Field Services—The Committee has 
not approved any of the increase of $28,000 requested for this office. 
The request was made on the premise that additional field employees 
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were necessary if this office is to adequately carry out its function of 
providing certain common services such as payrolling, processing per- 
sonnel actions, etc., for the field installations of the Department. 
The funds already appropriated for the fiscal year 1955 were sufficient 
to allow this office to increase the number of positions, in their Wash- 
ington office, in grades at basic rates above $10,000 from a total of 
3 to 5. pateaal. as the primary objective of this office is to render 
services in the field, the Committee is of the belief that the primary 
emphasis should be to strengthen the field offices rather than adding 
to the top level in Washington. 


Ratiroap RetrremMent Boarp 


Salaries and expenses —The Committee has approved in full the re- 
quest for an increase of $256,000 to be derived from the Railroad Re- 
tirement Trust fund. The 1954 amendments to the Railroad Retire- 
ment Act and the Social Security Act increased, by $419,000, the ad- 
ministrative costs of the Board for fiscal year 1955. The difference 
between $419,000 and $256,000 requested is being absorbed by the 
Board. 
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CHAPTER VIII 


SUBCOMMITTEE 


CLARENCE CANNON, Missouri, Chairman 


LOUIS C, RABAUT, Michigan GLENN R. DAVIS, Wisconsin 
MICHAEL J. KIRWAN, Ohio BEN F, JENSEN, Iowa 

JOHN E. FOGARTY, Rhode Island JOHN PHILLIPS, Cali.ornia 
FRED MARSHALL, Minnesota H, CARL ANDERSEN, Minnesota 
JOHN J. RILEY, South Carolina T, MILLET HAND, New Jersey 
JOE L. EVINS, Tennessec JOHN TABER, New York 


EDWARD P. BOLAND, Masgsachusetts 
JAMES C, MURRAY, Illinois 


PUBLIC WORKS 
DEPARTMENT OF THE INTERIOR 
SOUTHWESTERN Power ADMINISTRATION 


Operation and maintenance, Southwestern Power Administration.—An 
appropriation of $400,000 is recommended for the purpose of continu- 
ing in effect “interim” contracts, covering the purchase and wheeling 
of electrical energy, between the Southwestern Power Administration 
and certain generating and transmitting cooperatives in the Southwest 
area, 

In the appropriation bill for the fiscal year 1955 the Congress granted 
funds to the Southwestern Power Administration to finance “interim” 
contracts with the Central Missouri, Northwest Missouri and Western 
Oklahoma Rural Electrification Generation and Transmission Coop- 
eratives for a period of eight months contemplating that during such 
period it might be possible to consummate permanent arrangements 
between the Southwestern Power Administration, these cooperatives 
and various companies in the area which would provide for permanent 
distribution of electrical energy among the various public and private 
operating units in such terms as to assure equitable consideration for 
all concerned. 

This is the third occasion on which the Congress has extended the 
time during which the Southwesiern Power Administration may 
continue to purchase power from the generating and transmitting 
cooperatives under the “interim” contract arrangements, pending 
completion of the previously mentioned permanent contracts. More 
than ample time has been allowed for completion of these negotiations. 
The committee expects that by the end of this fiscal year the parties 
involved will have arrived at satisfactory contracts for an equitable 
distribution of power in the area in accord with law at rates which will 
assure widespread rural use of electrical energy and assure financial 
stability for the generating and transmission organizations operating 

in the Southwestern Power Administration area. 


27 





UNIVERSITY OF MICHIGAN LIBRARIES 

















zOoS “CS A23'5 2 ' 688 Sh 868 63 aan s HA Oe 
a + = — ee _ See 

) 

0 

oa 

_ 

=| 

J 

— 

& 

8 

= 

E 

& 

~ 

=) 

a 

5 

J] 

a 

& 

a | 

| 000 ‘O0F + ly SERIE wet cartes iv Cee, | Nevea fae) iy ee res ee ay ae Oe E IITA JoadeyyD ‘Tej0], 

io) + <TR Ne eet Bi | 

EY 000 ‘OOFr$ + NE con ae Ee ete eae eye we Ne ie. ee oe eo ene ae eerie DdUBUDJUTB]Y pus uors10dg 

ov) 

3 NOILVULSININGY YAMOG NUALSAMHLAOG 

a YOIUMALNI AHL AO LNANLUVdaACd 

8 SMUOM OITANd 

Nn ‘: eo ee 4 

qua pasedienno ia tq U} pepuourm00037 SopBUy}Se jespng AVAMveV 40 usw) vdeg coc tar 

















28 


2129 24} UL papuamUoras SJUNOUD puD sayouijsa pabpng f0 uruLapDys ar_joavd uo, ) 









CHAPTER IX 


SUBCOMMITTEE 


JOHN J. ROONEY, New York, Chairman 


PRINCE H, PRESTON, Jr., Georgia FREDERIC R. COUDERT, Jr., New York 
ROBERT L., F. SIKES, Florida FRANK T. BOW, Ohio 
DON MAGNUSON, Washington CLIFF CLEVENGER, Ohio 


DEPARTMENT OF STATE 
SALARIES AND EXPENSES 


Language is recommended in the bill providing for the transfer of 
$600,000 to “Salaries and expenses’? Department of State from the 
appropriation “Government in occupied areas.’’ Funds which were 
budgeted for the home leave program were used to meet expenses of 
items which arose subsequent to the enactment of the regular appro- 
priation for this item. The $600,000 provided herein by transfer is to 
be used solely for the home leave program. 


CoNTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 


The budget request that appropriations granted under this heading 
for the fiscal year 1955 be available for additional contributions to 
the Pan American Institute of Geography and History in an amount 
not to exceed $75,000 is denied. 

For many years there has been a legislative ceiling of $10,000 on 
the annual contribution of the United States to this organization. 
Public Law 736, approved August 31, 1954, authorized an annual 
contribution of not to exceed $50,000 and also authorized the appro- 
priation of funds to pay the alleged arrearage owed to the Institute by 
the United States. This committee is of the opinion that no such 
arrearage is owed in view of the fact that the legislative ceiling for 
those years was $10,000 per annum which amount was appropriated. 


Missions TO INTERNATIONAL ORGANIZATIONS 


The budget request for an additional $12,500 for ‘‘Missions to inter- 
national organizations” to meet overtime payments required by Pub- 
lic Law 763 and the likelihood of an extraordinary session of the United 
Nations Security Council or General Assembly, is approved. These 
funds are to be derived by transfer from the appropriation item 
“Contributions to international organizations’. 


INTERNATIONAL CONTINGENCIES 


The bill includes $75,000 a decrease of $125,000 in the budget request 
for this item. The committee believes that the amount recommended 
herein will be sufficient to provide the funds for major international 
conferences to be held which were not scheduled at the time the regular 
appropriation for this item was considered. 
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DEPARTMENT OF JUSTICE 
LEGAL ACTIVITIES AND GENERAL ADMINISTRATION 


Salaries and expenses, United States attorneys and marshals.—The 
committee recommends $200,000, a reduction of $50,000 in the budget 
estimate, for this item. The full amount of the request, $100,000, 
for premium compensation for marshals authorized by Public Law 
763 is approved. 

Salaries and expenses, claims of persons of Japanese ancestry.— There 
is included in the bill the sum of $1,068,267, the full amount requested 
for the payment of claims of persons of Japanese ancestry. Of the 
amount recommended, $198,267 is for the fiscal year 1954 and the 
remainder for the current fiscal year. All of the funds provided 
herein are for the actual payment of claims and no part thereof is for 
administrative expenses. 


FrepeRAL BurEAU OF INVESTIGATION 


Salaries and expenses.—The committee recommends $1,100,000, 
the amount requested, for the payment of premium compensation for 
special agents whose duties require unscheduled and uncontrollable 
overtime as authorized by Public Law 763, approved September 1, 
1954. 

IMMIGRATION AND NATURALIZATION SERVICE 


Salaries and expenses.—There is included in the bill an additional 
$1,250,000 for this service, a reduction of $250,000 in the budget 
estimate. The full amount of the request for premium compensation, 
$286,000, has been allowed as well as the $64,000 for uniforms as 
authorized by the Act of September 1, 1954. The remainder, $900,- 
000, is for the administration’s special border program to enlarge the 
border patrol in order to combat illegal entry and to apprehend illegal 
aliens, 

Frprerat Prison System 


Salaries and Expenses, Bureau of Prisons.—An additional $180,000, 
a reduction of $27,000 in the budget estimate, is recommended for this 
item to provide for the care and custody of an increased prison popula- 
tion over that estimated in the regular appropriation act and for the 
payment of holiday pay. 

Support of United States prisoners. 





The budget request of $600,000 


additional is recommended for the care of United States prisoners in 
non-Federal institutions while awaiting trial or sentence and while 
serving sentences of less than one year. The amount required for 
this item is in direct relation to the number of Federal offenders 
boarded in the non-Federal institutions. 
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THE JUDICIARY 
SuprReEME Court or THE UNITED STaTEs 


Care of the Building and grounds.—There is included in the bill an 
additional $12,500, the amount of the budget estimate, for this item 
for the purchase and installation of a sound reinforcing system, a tape 
recording system, and other structural and mechanical work. 


Court or Appeats, Disrricr Courts, aND OTHER JUDICIAL 
SERVICES 


Salaries of Judges.—The bill includes $50,000 additional for this 
item which will provide the necessary funds for the payment of 
salaries of the new judges appointed to date, the contributions for 
Federal employee’s group life insurance and for annuities of widows 
of Supreme Court Justices as authorized by Public Law 702, approved 
August 28, 1954. It might be well to point out that the amounts 
requested and provided herein do not take into account the new 
salary rate for judges. 

Salaries of supporting personnel.—The bill includes an additional 
$86,000 to provide staffs for the new judges which have been appointed, 
clerical assistants for United States Commissioners authorized by 
Public Laws 85 and 583 (83rd Congress), employment of temporary 
court reporters authorized by the Judicial Conference and for con- 
tributions for Federal employees’ group life insurance. At such times 
as additional judges are appointed a request for funds to provide 
supporting personnel will be considered. 

Fees of jurors and Commissioners.—The additional sum of $380,000, 
the budget estimate, is allowed to pay the fees, expenses and costs 
of jurors expected to be called for service in the Federal Courts. 

Travel and miscellaneous expenses.—The bill includes $45,000 to 
meet the cost of supplying and equipping the chambers and offices 
of new judges actually serving and for travel. 

Salaries and expenses of referees.—The bill includes $20,800 addi- 
tional for “Salaries of referees” and $34,575 for ‘‘Expenses of referees’. 
At the time the 1955 budget estimates were prepared it was estimated 
that 55,000 bankruptcy cases would be referred to the referees in the 
year ending June 30, 1955. The Committee is now advised that the 
number will equal or exceed 65,000 cases. 
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CHAPTER X 


SUBCOMMITTEE 


J. VAUGHAN GARY, Virginia, Chairman 


OTTO E. PASSMAN, Louisiana GORDON CANFIELD, New Jersey 
ALFRED D. SIEMINSKI, New Jersey EARL WILSON, Indiana 
JAMES C. MURRAY, Illinois BENJAMIN F. JAMES, Pennsylvania 


TREASURY DEPARTMENT 
Bureau or Customs 


Language is included, in Sec. 1401 of the bill, permitting the Bureau 
to inaugurate the uniform allowances authorized by Title IV of the 
Act of September 1, 1954. The cost of the program for the balance 
of fiscal year 1955 is to be provided from the currently available appro- 
priation. 


POST OFFICE DEPARTMENT 
Foreign Marit TRANSPORTATION, 1947 


The authority requested, to transfer $25,000 of the unexpended 
balance in the appropriation “Railway mail service, 1947” to “For- 
eign mail transportation, 1947”’, is included in the bill. 

This represents a transfer, between balances of expired appropria- 
tions, to permit settlement of approved final claims resulting from 
services rendered in 1947 in transporting large quantities of gift parcels 
and other classes of mail to foreign countries. 


Unirorm ALLOWANCES 


Language is included, in Sec. 1401 of the bill, permitting the Post 
Office Department to initiate the provision of uniforms, or allowances 
therefor, as authorized by Title [V of the Act of September 1, 1954. 
The Department has indicated its ability to undertake the program 
within the limits of funds presently available. 
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CHAPTER XI 
SUBCOMMITTEE 


LOUIS C. RABAUT, Michigan, Chairman EARL WILSON, Indiana 
DISTRICT OF COLUMBIA 


CapiTraL OuTLAY 


Capital Outlay, Miscellaneous.—An appropriation of $26,500 is 
recommended for a structure and water lines on Pier 5 in the Wash- 
ington Channel to accommodate U. S. Customs Service activities in 
connection with passenger vessels operating between Washington and 
Caribbean ports. The amount recommended is a reduction of $2,400 
in the budget estimate of $28,900. 
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CHAPTER XII 


SUBCOMMITTEE 


W. F. NORRELL, Arkansas, Chairman WALT HORAN, Washington 


LEGISLATIVE BRANCH 


This portion of the bill provides additional funds as follows: 
$1,468,000 to cover recently authorized salary increases for Mem- 
bers; $17,400 for three minor contingent expenses of the House; 
$3,420 to cover full reimbursement to the District of Columbia for 
the salary of the Captain of the Capitol Police, including the portion 
formerly carried by the Senate; $611,000 for reconstruction and repair 
of the grounds located above the legislative garage; $25,000 for pre- 
liminary studies and estimates for an additional house office building; 
and $700,000 for increased Congressional printing and binding occa- 
sioned by the late adjournment of Congress last year and the reconven- 
ing of the Senate in November. 
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CHAPTER XIII 
CLAIMS, AUDITED CLAIMS, AND JUDGMENTS 


The Committee recommends the full amount of $6,269,842 con- 
tained in House Document Numbered 104 to cover claims for 
damages, audited claims, and judgments rendered against the United 
States. Of this amount, $5,687,646 represents judgments of the 
Court of Claims and the United States district courts. The amount 
provided for claims is $582,196. 
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CHAPTER XIV 
GENERAL PROVISIONS 


As proposed in House Document No. 88, Section 1401 contains 
language permitting the use of existing appropriations, as shown, for 
the implementation of the Federal Employees Uniform Allowance 
Act, Public Law 763, Eighty-third Congress. The Department of 
Defense military items are excepted, explanation for which is set 
forth under Chapter III. 

Section 1402 continues the customary anti-strike provision. 
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84rH CoNGREss HOUSE OF REPRESENTATIVES | REPORT 


1st Session No. 208 





WAIVER OF BOND REQUIREMENTS IN COAST GUARD 
CONTRACTS 





Marcu 15, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Wiuuts, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3885] 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 3885) to amend the act of April 29, 1941, to authorize the 
waiving of the requirement of performance and payment bonds in 
connection with certain Coast Guard contracts, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

Amendment No. 1: Page 1, line 5, after the word “Navy, 
“the Secretary of the Air Force,”. 

Amendment No. 2: Page 1, line 7, after the words ‘“‘with respect to” 
add the words “‘cost-plus-a-fixed-fee and other cost type contracts for 
the construction, alteration, or repair of any public building or public 
work of the United States and with respect to’’. 

Amendment No. 3: Page 1, line 11, after the word “Navy,” insert 
“Air Force,”’. 


? 


insert 


PURPOSE 


This bill would authorize the Coast Guard to waive the requirement 
of performance and payment bonds in connection with certain Coast 
Guard contracts. The Army, Navy, and Air Force already have 
this authority, constituting exceptions to the Miller Act (act of August 
24, 1935, 49 Stat. 793; 40 U. S. C. 270a-270d). The committee was 
assured by the Treasury Department, which requested the legislation 
with the approval of the Bureau of the Budget, that the authority, 
if granted, will be exercised with discretion and good judgment, and 
that it will facilitate the procurement program of the Coast Guard. 

Similar legislation was introduced in and passed the House in the 
82d Congress, H. R. 2394. The Senate, however, took no action on 
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the bill during that Congress. In the 83d Congress, the Senate passed 
a bill on this subject (S. 1640) but that bill was not acted upon by the 
House. There is, then, the situation of both Houses passing similar 
bills in two different Congresses but neither House concurring, at the 
particular time, in the action of the other. 

The committee has been advised that the Departments of the Army, 
Navy, Air Force, Treasury, and the Bureau of the Budget, favor the 
enactment of this legislation. 


STATEMENT 


The civil laws of practically all States in this country provide the 
protective device of mechanics’ liens in favor of persons who have 
performed work or furnished material in and for the erection of a 
building, thereby assuring payment of the amounts due them. Be- 
cause of the sovereign immunity of the Federal Government from 
being sued in debt, a mechanic’s lien is not available to those provid- 
ing services or material in the construction of public buildings or 
public works at the request or direction of the Government. 

This state of the law led to the enactment, first, of the Heard Act 
in 1894 (28 Stat. 278) and then the so-called Miller Act in 1935 (49 
Stat. 793; 40 U.S. C. see. 270a-270d). The Miller Act provides that 
any person awarded a contract in excess of $2,000 for the construc- 
tion, alteration, or repair of a public building or a public work must 
furnish a performance and payment bond to guarantee to the United 
States the performance of the contract and to protect all persons sup- 
plying labor and materials in connection therewith. The payment- 
bond requirement, therefore, secures to workers and materialmen, 
protection equivalent to that afforded by mechanics’ liens in connec- 
tion with private contracts. 

With the advent of World War II and the vast increase in defense 
procurement it soon became apparent that in many cases a strict 
application of the Miller Act bond requirements was inconsistent with 
an expeditious letting of contracts by our armed services, that it 
impeded large financing operations which were necessitated by large 
Government contracts, and saddled the Government (ultimately the 
taxpayer) with payment of bond premiums covering undertakings 
which, in many cases, were devoid of risks. 

Congress attempted to remedy this situation by the act of April 29, 
1941 (55 Stat. 147; 40 U. S. C. 270e), which granted the Secretary of 
War and the Secretary of the Navy discretionary power to waive the 
posting of bonds with respect to contracts for the— 
manufacturing, producing, furnishing, construction, alteration, repair, processing, 
or assembling of vessels, aircraft, munitions, material, or supplies of any kind or 
nature * * *, 

This enumeration of the various classes of contracts is loosely 
described or known as supply-type contracts. It may be said, then, 
that the waiving of performance and payment bonds under the 1941 
act related to supply contracts only and not to contracts looking 
toward the construction of public buildings. 

It might be well to note, in this connection, that, according to 
witnesses from the Coast Guard, both the 1941 act, above, and the 
present legislation would have been necessary even if there had never 
been a national emergency. This is for the reason that the Miller 
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Act, as originally enacted, contemplated contracts relating to the 
constructions of public buildings generally, and to such public works 
as the construction of roads and structures under programs admin- 
istered by the old WPA, etc. However, in the course of the ad- 
ministration of the law the term “public works” gradually acquired 
a broader meaning than that implied by the words themselves. For 
example, the term “public works’ has been interpreted to include 
such undertakings as the construction of aircraft and vessels (38 Op. 
Atty. Gen. 418), the supplying of cotton mattresses (38 Op. Atty. 
Gen. 424), movable property in which title is vested in the United 
States (19 Com. Gen. 467), raising a sunken towboat (27 Fed. Supp. 
180), and others. Requiring Miller Act bonds on such contracts, in 
many instances, placed an unworkable burden on the Government 
agencies concerned, and as a result, even before the advent of World 
War II, amendments were contemplated so as to make provision for 
the waiver of bonds with respect to supply-type contracts. 


THE PENDING BILL 


The present bill, H. R. 3885, was introduced at the request of the 
Secretary of the Treasury and seeks to grant to the Coast Guard the 
same discretionary power enjoyed by the military services under 
the act of April 29, 1941. During the period of hostilities of World 
War II, the Coast Guard enjoyed this waiver power by virtue of its 
being part of the Navy at that time (6 Fed. Reg. 5581) and also 
pursuant to Public Law 166, 77th Congress (55 Stat. 584, sec. 3 (a) 
and (b)). However, the Coast Guard has since reverted to its present 
status as part of the Treasury Department (11 Fed. Reg. 1) and 
Public Law 166 was terminated by the act of July 25, 1947 (61 Stat. 
449). The only way, short of an act of Congress, by which the 
Coast Guard could regain this power would be the issuance of an 
Executive order pursuant to title II of the First War Powers Act, 
but that act is of a temporary nature and its provisions, unless further 
extended by the Congress, will terminate on June 30, 1955 (Public 
Law 443, 83d Cong.). 

The Coast Guard’s procurement procedure, like the Army and the 
Navy, follows the Armed Services Procurement Act of 1947 (62 Stat. 
21; 41 U.S. C. sees. 151-161) which aims to make uniform the pur- 
chase procedures of the armed services. Contractors bidding for 
armed services’ requirements expect the basic procurement procedures 
of the Coast Guard to be in conformity with the procedures followed 
by the other armed services. According to the testimony at the 
hearing, in some instances contractors have declined to perform 
services for the Coast Guard on any different basis from that of the 
other armed¥services. According to*a*communication from the 
Secretary of the Treasury, contractors in certain cases have refused 
to furnish the Coast Guard with performance and payment bonds, 
citing the fact that such bonds are not required for similar work for 
the y tho or the Navy. Since much of the procurement activity of 
the Coast Guard is closely analagous to that of the other military 
services, it would seem logical that such power should be given to it. 
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AMENDMENTS 


Amendments 1 and 3 relate to the Air Force. While the Air Force 
presently has authority to waive the bond requirements provision 
under the 1941 act, it was thought that the present bill, if enacted, 
being later in time, might be construed or interpreted as superseding 
the 1947 National Security Act which set up the Air Force as a sepa- 
rate, autonomous branch of our Defense Department and which 
transferred to the Air Force all of the functions relating to the Miller 
Act which it was then exercising (act of July 26, 1947, secs. 205 (a), 
305 (a) 61 Stat. 501, 508). It was therefore felt that an express cita- 
tion of the Air Force would be proper in order to remove any doubts 
which might arise on this issue. 

In connection with amendment No. 2, the Miller Act, when enacted, 
related to, in practically all instances, Government construction work 
which was done by fixed-price contracts (under which the contractor 
was paid a stipulated sum for the contract work without regard to his 
cost, profit, or loss). No distinction was made in the Miller Act 
between a fixed-price contract and a cost-plus-a-fixed-fee contract 
(under which the contractor is reimbursed for his actual cost and also 
receives a stipulated fixed fee). Since the cost-plus-a-fixed-fee con- 
tractor is reimbursed for his material and labor cost only after sub- 
mitting proof of payment to his materialmen and workmen, there is 
adequate assurance that all such people will be paid and that Miller 
Act payment§bonds are unnecessary. Congress has repeatedly 
indicated its concurrence in this view and has in more than 20 other 
statutory enactments authorized the waiver of Miller Act bonds. 
(See H. Rept. 269, 82d Cong., p. 4.) One of the witnesses at the 
hearing stated that just before and during the early part of World 
War if the particular agency in whose behalf he was testifying had let 
cost-plus-fixed-fee contracts amounting to about $132 million and that 
the Government’s cost for premiums on the bonds amounted to about 
$460,000. This witness indicated that the $460,000 premium could 
well have been saved had the agency at that time been permitted to 
waive the bond requirements. 

With the termination of hostilities and the enactment of the Armed 
Services Procurement Act, there was no statutory authority for the 
waiver of Miller Act bonds on cost-plus construction contracts by the 
Army, Navy, and Air Force except for the remote availability of 
title II of the First War Powers Act. As noted earlier the First 
War Powers Act is a temporary enactment, extended from time to 
time by the Congress, and unless further extended will expire in June 
of this year. It is the coordinated view of the Army, Navy, and Air 
Force, as well as the Treasury Department that H. R. 3885 should be 
amended to expressly authorize the waiver of Miller Act bonds on 
cost-plus-a-fixed-fee and other cost-type construction contracts. 
The committee concurs in this view. 


GENERAL SERVICES ADMINISTRATION 


Witnesses appeared at the hearings on behalf of the General Services 
Administration and proposed that that agency be included within the 
provisions of the instant bill. — pointed out that the cost of 
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the General Services Administration are an unwarranted expense to 
the Government and contribute no additional safety factors either to 
the Government or to the individuals who do work on Government 
contracts. Specifically, the General Services Administration requested 
power to waive bond requirements on cost-plus-a-fixed-fee and other 
cost-type contracts for the construction, alteration, and repair of public 
buildings or public works and were not interested in waiver power 
— the supply contracts enumerated later in the bill. The com- 
mittee feels, however, that what may be said on behalf of the General 
Services Administration may be said with equal force for the other 
agencies of Government. Since the instant bill is specifically related 
to Federal departments making up our armed services, the committee 
feels that, at least at this time, the bill should be limited to those 
services. 

Attached hereto and made a part of this report is the executive 
communication of the Treasury Department, dated January 26, 1955. 


TREASURY DEPARTMENT, 
January 26, 1956. 
The Speaker oF THE House oF REPRESENTATIVES. 

Srr: There is enclosed a draft of proposed bill to amend the act of April 29, 
1941, to authorize the waiving of the requirement of performance and payment 
bonds in connection with certain Coast Guard contracts. 

The act of August 24, 1935 (49 Stat. 793 (40 U.S. C. 270a-d)), the so-called 
Miller Act, requires performance and payment bonds in connection with any 
contract exceeding $2,000 for the construction, alteration, or repair of any public 
buildings or public work of the United States. The act of April 29, 1941 (55 Stat 
147 (40 U.S. C. 270e)), authorizes the Secretaries of the Army and Navy in their 
discretion to waive the requirements oi the Miller Act for performance and pay 
ment bonds with respect to contracts for procurement of vessels, aircraft, muni 
tions, materiel, or supplies of any kind or nature for the Army or the Navy. Th 
purpose of the proposed bill is to permit the Secretary of the Treasury to waiv: 
the requirements for performance and payment bonds in connection with Coas 
Guard contracts to the same extent and under the same circumstances as is nov 
authorized in connection with contracts of the Army and Navy. 

The Coast Guard’s procurement procedure, like that of the Navy, Army, and 
Air Force follows the Armed Services Procurement Act of 1947 (62 Stat. 21 
(41 U. S. C. 151-161)), which aims to make uniform the purchase procedures of 
the armed services. Contractors bidding on armed services requirements justi- 
fiably expect the basic procurement procedures of the Coast Guard to be in 
conformity with the procedures followed by the other armed services. In some 
instances contractors have declined to perform services for the Coast Guard on 
any different basis from that of the other armed services. Contractors in certain 
cases have refused to furnish the Coast Guard with performance and payment 
bonds, citing the fact that such bonds are not required for similar work for the 
Army or Navy. Enactment of this bill would obviate these difficulties. Similar 
bills were passed by the Senate in the 83d Congress and by the House of Repre- 
sentatives in the 8lst and 824 Congresses. 

It would be appreciated if you would lay the proposed bill before the House. 
A similar proposed bill has been transmitted to the President of the Senate. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this proposed legislation to the Congress. 

Very truly yours, 
G. M. Humpnrey, 
Secretary of the Treasury. 
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CHANGES IN 


EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is set out below in parallel columns changes made 
in existing law. In the left-hand column is the bill as introduced. 
In the right-hand column is existing law which is to be changed by 


the bill. 
H. R. 3885 


That the Act of April 29, 1941, 55 
Stat. 147 (40 U. S. C. 270e), is hereby 
amended to read as follows: 

“The Secretary of the Army, the 
Secretary of the Navy, or the Secretary 
of the Treasury may waive the Act of 
August 24, 1935 (49 Stat. 793), with 
respect to contracts for the manufac- 
turing, producing, furnishing, construc- 
tion, alteration, repair, processing, or 
assembling of vessels, aircraft, muni- 
tions, materiel, or supplies of any kind 
or nature for the Army, Navy, or Coast 
Guard, respectively, regardless of the 
terms of such contracts as to payment 
or title.” 


Acr or Aprit 29, 1941, 55 Svar. 147 
(40 U.S. C. 270e) 


That the Act of August 24, 1935 (49 
Stat. 793), may, in the discretion of the 
Secretary of War or the Secretary of 
the Navy, be waived with respect to 
contracts for the manufacturing, pro- 
ducing, furnishing, construction, altera- 
tion, repair, processing, or assembling 
of vessels, aircraft, munitions, materiel, 
or supplies of any kind or nature for 
the Army or the Navy, regardless of 
the terms of such contracts as to pay- 
ment or title: Provided, That as to 
contracts of a nature which, at the 
date of the passage of this Act, would 
have been subject to the provisions of 
the Act of August 24, 1935 (49 Stat. 





793), the Secretary of War or the 
Secretary of the Navy may require 
performance and payment bonds as 
provided by said Act. 


In order to point up the changes which the instant bill, as amended, 
will make in existing law, there is set out below, in roman print, exist- 
ing law in which no change is proposed; in italics, new matter which 
is to be added, and, in black brackets, matter proposed to be stricken 
out: 

Act or Aprrit 29, 1941, 55 Srar. 147 (40 U. S. C. 270e) 


That the Act of April 29, 1941, 55 Stat. 147 (40 U. S. C. 270e) is hereby amended 
to read as follows: 

“The Secretary of the Army, the Secretary of the Navy, the Secretary of the 
Air Force, or the Secretary of the Treasury may waive the Act of August 24, 1935 
(49 Stat. 793), with respect to cost-plus-a-fired-fee and other cost type contracts for 
the construction, alteration, or repair of any public building or public work of the 
United States and with respect to contracts for the manufacturing, producing, 
furnishing, construction, alteration, repair, processing, or assembling of vessels, 
aircraft, munitions, materiel, or supplies of any kind or nature for the Army, 
Navy, Air Force, or Coast Guard, respectively, regardless of the terms of such con- 
tracts as to payment or title”: [Provided, That as to contracts of a nature which, 
at the date of the passage of this Act, would have been subject to the provisions 
of the Act of August 24, 1935 (49 Stat. 793), the Secretary of War or the Secretary 
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1st Session No. 209 


84TH CONGRESS ' HOUSE OF REPRESENTATIVES | REPORT 





FISCAL YEAR 1956 NAVY SHIPBUILDING AND 
CONVERSION PROGRAM 





Marcn 15, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Vinson, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 4393} 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 4393) to provide for the construction and conversion of certain 
modern naval vessels, and for other purposes, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendments are as follows: 

On page 1, line 7, strike ‘United States ship Congress”, and in 
lieu thereof insert “U.S. S. Congress’. 

On page 2, line 19, strike all language on that line following ‘Src. 
2.” and insert in lieu thereof the following language, ‘Tonnage ade- 
quate to construct the vessels listed in section 1 of this Act has’’; and 
on line 20, following the word ‘“‘and”’, insert ‘‘the vessels listed’’. 


EXPLANATION OF AMENDMENTS 


The amendment on page 1, line 7, is merely to provide the proper 
name of the ship. The amendment on page 2, lines 19 and 20, is 
designed to clarify the fact that tonnage adequate to construct the 
ships in this bill already exists, having been authorized under previous 
laws. As drafted, the bill would indicate that the specific vessels 
contained in the bill were previously authorized. 


PURPOSE OF BILL 


The purpose of the proposed legislation is to authorize the con- 
struction or conversion of the specific vessels which the Department of 
Defense has presented as the proposed Naval shipbuilding program 
for 1956. The program has the approval of the civilian and military 
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heads of the Department of Defense and the Department of the Navy. 
It should be emphasized at the outset that this is not a Naval tonnage 
authorization bill; there is available sufficient unobligated tonnage 
from the below listed shipbuilding authorization acts to make author- 
izing legislation unnecessary at this time. 


ACT 


Vinson-Trammell Act, 34 United States Code 495, approved March 
27, 1934. 

Public Law 528, 75th Congress, 34 United States Code 498, ap- 
proved May 17, 1938. 

Public Law 629, 75th Congress, 34 United States Code 498-1, 
approved June 14, 1940. 

Public Law 757, 76th Congress, 34 United States Code 489-2, 
approved July 19, 1940. 

ublic Law 369, 77th Congress, 34 United States Code 498-3, 
approved December 23, 1941. 

Public Law 666, 77th Congress, 34 United States Code 498-5, 
approved July 9, 1942. 

As indicated above, in connection with the second amendment to the 
bill, tonnage has been previously authorized which would be adequate 
to construct the vessels in this bill. Theoretically, therefore, only ap- 
propriations would be necessary for their construction, and since the 
appropriation is granted as a lump sum and without indication in the 
appropriations act of what vessels would be built with the funds, it 
is the view of the Armed Services Committee that it should, in carrying 
out its function with respect to the constitutional responsibility of 
Congress in this connection, review the shipbuilding and conversion 
program of the Navy in order that it and the Congress can be aware of 
what ships are proposed for construction and conversion and the rela- 
tionship of the program, in specific terms, to our offensive and defensive 
position. 

LEGISLATIVE BACKGROUND 


In order to provide a clear picture of the Navy as it exists today, the 
“ islative background for the Navy shipbuilding program is set forth 

elow. 

The first statutory limitations on United States Navy ship tonnage 
were contained in the Washington and London Naval Limitation 
Treaties of 1922 and 1930. The Vinson-Trammell Act of March 27, 
1934, established an authorization for combatant tonnages within 
those treaty limits and, in consonance with these treaties, provided 
for automatic authority to replace overage ships. Additional 
combatant-ship tonnages were authorized by various acts prior to, 
during, and subsequent to World War II. These authorizations 
provide for the existing combatant ships of the Navy; in addition 
there exists an unused balance of about 1% million tons of combatant 
ship authorizations available from these acts. 

The act of August 1, 1947, gives blanket authorization for the 
conversion and modernization of naval vessels; however, this commit- 
tee intends to require the continued submission to it of plans for 
pei conversions and modernizations as a part of its annual ship- 
building program in order that the Congress shall have a complete 
picture of the combat readiness and efficiency of the Navy. 
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BRIEF SUMMARY OF THIS BILL 


The Navy shipbuilding program set forth in H. R. 4393 provides 
for the construction of 34 new ships, of which 24 are combatant types, 
and 14,000 tons of landing craft, and for the conversion and moderni- 
zation of 28 vessels. 

The following table indicates the total tonnage and cost for new 
construction and conversion, broken down into combatant vessels, 
auxiliary vessels, and service and other small craft. 














Tonnage Cost 

New construction: 

I cin eanestbnriedtdediaaianiengalia 125, 300 |$1, 033, 205, 000 

EE a OUI CII iierciccx Soesbbdenwesthipteniinss aces tsdshamtenestplanitonesindhciinesbbtnngianiatiink 22, 500 65, 466, 000 

SR GN UE NIE GUI io 0 on ctcccninterennnseewsneeuiaeanedemeeiaagin 13, 609 50, 701, 000 
Conversions: 

IE OOD. docs caitcctinenncacidnennnedecknusdabadessacenbabon 258, 600 163, 690, 000 

ET =: ET Sa RIN e eee 21, 200 21, 117, 000 

NE Sr a a eee 14, 400 17, 308, 000 





The estimated cost for construction of the 34 new ships and 14,000 
tons of landing craft is $1,149,372,000; the estimated cost of moderni- 
zation of 28 vessels is $202,115,000; advance material procurement and 
preproduction plans will add $33,540,000 to these costs. The total 
net cost of the program will be $1,317 million. All of this money is 
contained in the President’s budget, and the program is now being 
considered by the Appropriations Committee. While the various 
ships contained in H. R. 4393 will take various lengths of time to 
complete, the total program will be completed in approximately 
4 years. 

SOVIET NAVY 


The basic consideration in the preparation of the annual shipbuilding 
and conversion program is, of course, the maintenance of the security 
of the United States. This requires a continuous shipbuilding pro- 
gram, which, naturally, must take into consideration the naval 
capabilities of unfriendly powers. The Soviet Navy’s force of over 
350 submarines is our prime concern, but its continuing rapid con- 
struction of surface combat ships, as well as submarines, is a matter 
of grave significance. Cruisers and destroyers have been built in 
large numbers since the end of World War II by the Soviet Navy. 
In spite of having naval aircraft numbering upward of 3,000, there 
is no information which indicates that the U.S. S. R. has built or is 
building aircraft carriers. We should continue to exploit this weak- 
ness of the Soviet Navy by continued development of our own aircraft 
carrier force. 

CONSIDERATIONS BEHIND BILL 


Various other considerations enter into the determination of how 
many of the different categories of ships are to be included in the 
annual shipbuilding programs. The two most important factors are, 
first, the specter of overage and block obsolescence as it affects our 
existing ships, and, second, the necessity for maintaining our lead in 
the technological field. The shipbuilding program of the Navy should 
be based on orderly progress. We should always have a balance 
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between “old” and “new” vessels. It is also necessary to gear the 
shipbuilding program to maintaining a satisfactory mobilization base 
in the shipbuilding industry both from the standpoint of adequate 
facilities and personnel with the know-how to build advanced types 
of naval vessels. 

Most of the Navy’s ships are of World War II vintage; many have 
already passed the midpoint of their useful life. One of the purposes 
of the shipbuilding and conversion program is to prevent mass obso- 
lescence of these ships. Ships which can be economically and effi- 
ciently adapted to the future requirements of the Navy are being 
converted to extend their useful life. Only where existing hulls cannot 
meet the Navy’s needs or where a conversion would be disproportion- 
ately costly in the light of the future value of the ship, have new 
ships been requested. The shipbuilding program does not contem- 
plate a ship-for-ship replacement program. In the case of aircraft 
carriers, destroyers, and submarines, the basis of the proposed con- 
struction is the ultimate establishment of an annual replacement rate 
which will give a proper balance between new and old ships. 

The program also makes provision for the building of relatively 
small numbers of other classes at frequent intervals to serve as proto- 
types. ‘The information derived from these new designs will be avail- 
able for high-speed production in case of an emergency. 


1956 SHIPBUILDING PROGRAM—-NEW CONSTRUCTION 


The 1956 shipbuilding program calls for construction of the follow- 
ing vessels: 

(a) A fifth aircraft carrier of the Forrestal class, to be named the 
U.S. S. Congress. This is a continuation of the orderly replacement 
program for World War II carriers to meet the operational demands of 
carrier aircraft envisioned for the future. These aircraft will require 
increased catapult capacity, increased arresting gear capacity, 
stronger flight decks, larger elevators, higher hangar overhead, and 
increased fuel capacity; features which cannot be built into existing 
carriers by conversion. 

The Navy today is placing emphasis on increased striking power in 
individual units rather than on massive numbers of ships. Our 
greatest hitting power today is centered in the mobile carrier task 
force. That is why such importance is attached to developing better 
carriers, aircraft, weapons, and techniques. Only thus can the Navy 
keep abreast of technological advances and effectively carry out its 
assigned missions. 

In this present period of prolonged tension, the value of having a 
potent offensive Navy, built around our carrier forces, was recently 
see in the Tachens operation. In the troubled waters around For- 
mosa—far removed from our normal naval bases, in an area where 
our fixed airbases are also limited, and 7,000 miles from our home- 
land—the importance of having our mobile carrier forces move into 
the threatened area to reinforce our national policy and to prevent 
trouble was readily apparent to all. The continued presence of our 
naval task forces in the Formosa area is an effective brake and a 

eat deterrent to the outbreak of general war, giving us time to work 
diligently for a real peace in the Far East. It is essential to national 
defense that we have this striking power in being so that the Navy 
will be able to initiate defensive or offensive action at any time. 
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Unless the program of building modern aircraft carriers is continued, 
by 1965 the Navy will have only 7 carriers fully capable of operating 
planned high performance aircraft—3 of these 7 would be 16 to 20 
years old. Six other ships incorporating every possible improvement 
will have become marginal in capability. With such a force the Navy 
would be unable to meet its commitments insofar as we can presently 
an security requirements. 

he Forrestal class aircraft carriers represent the Navy’s portion of 
the overall buildup of airpower which has been determined to be the 
basic defense policy which the Government should pursue. Naval 
airpower supplements the striking power of the Air Force but does 
not usurp the legitimate functions of the Air Force. The committee 
wishes to emphasize the fact that although there have been conten- 
tions to the contrary, there is no duplication between the function of 
the Air Force, and particularly that of the Strategic Air Command, 
and the function of the aircraft carrier. The roles and missions of the 
two services are well defined and, rather than being interferent or 
duplicative, are actually complimentary. It is the committee’s view, 
and it is happy to so state, that the claimed dissension which we have 
seen in the press appears to have been generated outside the Depart- 
ment of Defense, and to have been carried on without aid, assistance, 
or support by the military departments concerned. The sea-based 
carrier task force will have the following capabilities: 

(1) The ability to deliver nuclear weapons in considerable quantity; 

(2) The ability to deliver such weapons against the very bases 
from which the enemy may challenge our control of the seas; 

(3) Dispersal of part of our airpower upon the sea where it is able 
to move about—because it does not remain in a fixed position, the 
likelihood of its destruction is reduced; 

(4) The ability to destroy targets which require very accurate 
delivery of weapons; 

(5) The ability to participate readily under situations such as 
existed in Korea and the Tachens, while retaining the power to join 
in an all-out nuclear attack; 

(6) The ability to shift pressure and concentrate power rapidly as 
the center of threat changes, without constructing new bases and 
without danger of the old bases falling into enemy hands; 

(7) Power which can be placed overseas and used at will, without 
negotiation or consultation with foreign governments, and without 
an advanced buildup for which there may not be time. 

The committee believes it would be helpful to interpolate at this 
point a few readily understandable facts concerning the carrier 
concept. It is not believed to be common knowledge that the Yor- 
restal-type carrier can and will fly planes off its deck which are heavier 
than the B-17 of World War II, or, to bring it more within the normal 
experience of civilians, a plane heavier than the C-—54, sometimes 
known as the DC-4. With respect to vulnerability, it is, the com- 
mittee believes, an illuminating fact that a modern carrier task force 
is frequently, and in any event can be at any time, spread out over 
an area of 31,000 square miles, which approximates the area of the 
State of Indiana. Obviously, a force spread over an area of this size 
does not present a profitable target to an enemy, regardless of the 
type of bomb he may be using. This is further emphasized by the 
fact that the task force is in constant movement, and thereby can 
avoid most of the secondary effects of thermonuclear weapons. 
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Force levels recommended by the Joint Chiefs of Staff and approved 
by the Secretary of Defense and the President for fiscal 1956 include 
operation of the best and most formidable carriers which we possess. 
As contrasted with fiscal year 1955, one more carrier and carrier air 
group is included in the operating forces for the next fiscal year. This 
is an indication of the need for continued improvement and moderni- 
zation of this component of our fighting forces. This committee 
believes that the carrier force in commission should have the maximum 
capabilities attainable. 

(6) Eight submarines, 3 of which are nuclear powered, and 5 with 
improved conventional diesel powerplants. One of the latter will 
have guided-missile capabilities. 

The Navy attaches great importance to the 3 nuclear-powered 
submarines, 1 of which is a large radar picket submarine. They repre- 
sent a progressive advance in nuclear power, and will incorporate the 
latest developments available. The three nuclear-powered submarines 
represent a part of the Navy’s continuing efforts to phase-in nuclear 
power for ship propulsion as rapidly as practicable, depending upon 
the state of the art and upon the capacity of industry to produce the 
required powerplants. This transition must proceed in a prudent, 
cnliate. and forward-looking manner, recognizing that development 
of nuclear-power propulsion is still in its infancy, and that the ships 
which are built must be useful for many years. 

The five submarines with conventional propulsion systems are 
included in the program as a part of our efforts to overcome the acute 
problem of block obsolescence in this type. The conventional pro- 
pulsion powerplants are not obsolescent, nor will they become so in 
the near future. The submarines with diesel-electric propulsion ma- 
chinery in this program will have many advanced features, including 
new weapons, deep-diving capacity, and are badly needed in the fleet. 
We cannot afford to delay submarine construction until adequate 
nuclear powerplants are proven and available. The conventional 
powerplants in the five non-nuclear-powered submarines in this program 
will be useful and effective for the life of the ship. 

(c) World War II destroyers are rapidly becoming obsolescent, and 
on a modest replacement basis, the Navy is requesting as new con- 
struction: 

(1) Seven conventional destroyers with the latest antiaircraft 
armament, sonar, and antisubmarine weapons. 

(2) Six frigates, a type similar to the destroyer leader previously 
constructed, which will now also be classified as frigates. These 
ships will have improved antisubmarine and antiaircraft warfare capa- 
bilities, and improved sea-keeping qualities. The Navy plans that 
3 of the 6 will have guided-missiles capabilities. 

(3) Two escort vessels. Upon mobilization there will be a require- 
ment for a large number of escorts for merchant convoys and slower 
naval forces, and these new escort vessels are being developed as a 
low-cost prototype that could be mass produced. 

(d) The program includes 3 auxiliary ships—2 fast ammunition 
ships, and i fast general stores issue ship. In the design of these 
ships, consideration was given to increased speed and to a more rapid 
“replenishment at sea’”’ rate. 
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1956 CONVERSION PROGRAM 


The principal items in the conversion program are: 

(1) The installation of angled decks on six carriers to gain improved 
performance from jet aircraft, plus the additional safety factor in- 
herent in the mente ok deck. 

(2) One austere conversion of a light cruiser to carry the Talos 
missile and one conversion of a destroyer to carry the Terrier missile. 
Again, these are prototypes. 

(3) To permit the Navy to carry out its commitments in support of 
continental defense, it is planned to convert 12 escort vessels and 
4 Liberty hull cargo vessels into radar picket ships. This is a con- 
tinuation of a previous program. 

In any size or type of war which can now be foreseen, the need of a 
strong and adequate United States Navy is more essential than it has 
ever been before. We must have command of the seas so that we can 
consolidate our strengths with those of our friends and allies. We 
must always be able to cross the seas to supply our industrial 
machine—still the free world’s arsenal—with the many critical raw 
materials we need. We must have a Navy for transporting our armies 
overseas and for keeping them supplied. We must control the oceans 
in order to operate and supply our worldwide network of bases. 
And most important, we must be able to exploit the seas to keep the 
conflict away from our shores, and to carry the fight into the enemy’s 
own territory. 


CONSTRUCTION THROUGHOUT THE UNITED STATES 


Although the bill does not so provide, it is obviously in the interest 
of the country that shipyards, Government and private, throughout 
the United States, be afforded opportunity to construct and convert 
the vessels in this program. A healthy, vigorous, and easily mobilized 
shipbuilding industry is an essential element of our national defense. 
The rapid expansion which would be necessary in the event of war or 
an emergency would heavily tax all of the shipyards in the United 
States. Clearly, then, the lack of readily expandible shipyard facilities 
throughout the country would constitute a serious impediment to our 
defense effort. This is a mere reiteration, of course, of what has been 
in the past our national policy in this respect, since, for example, exist- 
ing law (act of May 17, 1938) makes provision for the construction of 
ships on the west coast, where the President deems such to be neces- 
sary in order to maintain facilities needed in our national defense. 
Distribution between private and Government shipyards is also 
already provided for in the law by the requirement that private and 
Government shipyards be used alternatively for the construction of 
combatant-type ships. The committee has received the assurance of 
the officials in the Department of the Navy that there will be appro- 
priate distribution of this construction program in accordance with 
the foregoing. 

FISCAL DATA 


Enactment into law of this measure will involve the expenditure of 
$1,317 million of Federal funds. 
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DEPARTMENTAL DATA 


There is attached hereto and made part of this report letter dated 
January 5, 1955, from Secretary of the Navy C. S. Thomas, which, 
although envisioning a different form of bill, does recommend the 
program embodied in H. R. 4393. This letter follows and is made a 
part of this report. 

January 5, 1955. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 
Washington, D. C. 


My Dear Mr. Speaker: There are forwarded herewith a draft of legislation, 
to provide for the tonnage composition of the United States Navy with respect to 
vessels, and for other purposes, and a sectional analysis thereof. 

This peepee is a part of the Department of Defense legislative program for 
1955. The responsibility for representing the Department of Defense on this 
legislation has been delegated to this Department by the Office of the Secretary 
of Defense. 

PURPOSE OF THE LEGISLATION 


This proposed legislation is designed to provide a new basic authorizing act for 
the Navy with respect to vessels. The proposed bill reflects the changing needs 
of the Navy which cut completely across the traditional categories and types of 
vessels contemplated by existing law as based on the Washington and London 
treaties. It would repeal all existing tonnage authorizations and provide a new 
tonnage composition made up of 4 categories of vessels; namely: combatant vessels, 
auxiliary vessels, service craft, and experimental vessels. The combatant-vessel 
category would consist of 4 subcategories: (1) Warships (aircraft carriers, battle- 
ships, cruisers, etc.), (2) amphibious warfare vessels (including landing craft), (3) 
mine warfare vessels (minelaying and minesweeping), and (4) patrol vessels. Pro- 
vision is made for the category: “experimental vessels,” in order to provide a 
classification for certain types which may or may not have combatant charac- 
teristics and are not auxiliaries or service craft, and for ships which have been 
altered for test purposes to such an extent that they have for all practical purposes 
lost their initial classification. The Secretary of the Navy would determine the 
types of vessels included in each category and subcategory and would be authorized 
to classify vessels and to maintain a naval vessel register listing each vessel by 
appropriate category, subcategory, and classification. 

A continuing shipbuilding, conversion, and modernization program would be 
provided in the proposed bill. Such program would include prototype vessels 
incorporating progress made in research and development. The proposed bill 
also provides for the disposition and for the orderly replacement of naval vessels. 

The Vinson-Trammell Act (act of March 27, 1934; 48 Stat. 503, ch. 95, as 
amended), provided a continuing shipbuilding authority, but subsequent acts 
authorizing construction of auxiliaries, mine craft, landing craft, patrol vessels, 
and district craft during World War II and the national emergency period pre- 
ceding made no provisions for replacement. 

The tonnage composition of the Navy as of September 30, 1954, is set forth 
below according to the categories and subcategories which the proposed legisla- 
tion would employ. This tabulation includes active fleet vessels, reserve fleet 
vessels, naval reserve training vessels, vessels building, vessels suspended, vessels 
authorized and funded for but not started, and vessels delivered partially com- 

leted. It does not include noncommissioned vessels assigned to the Military 
ea Transportation Service. 


Combatant vessels: 


| ER Re Pe eae ee Fee ee Pe OTN eae oe eT Re Fe eG 4, 275, 680 
Amphibious warfare vessels and landing craft............-.--- 1, 747, 170 
ETS WOOee WHINE oo oe oe. Ske ee ccae eek abauaee 225, 439 
Pew) WONG 623 oo ee i SRE aes 375, 590 
UE IT OOO i Ge a 6, 623, 879 
Resiilaty: wepetle. iis os 6 ios dic bid se deed ind ok Shbbo tO cadnbl esekde 1, 957, 641 
en Te ET 6S EE TR a ee eae SE ay Se US a 552, 902 
IRE GIB ios ido ter datininie Gnidia niet ce okmuacuamaamemenean 3,035 
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For the purpose of providing continuing shipbuilding authorization, the pro- 
posed legislation provides for the following tonnage composition for the Navy: 























Percentage 
of Sept. 30, 
1954 
Combatant: Tonnage 

RRA EES RCRA serene ee See 4, 500, 000 105 
Amphibious warfare vessels and landing craft_. 2, 000, 000 114 
Mine warfare vessels 300, 000 133 
EE EE EE ES IIT TE eee en ae 400, 000 106 
TR CURIONI NO on oo a ceidiciidiasbandbddmenianicnaeDa@edeeeien 7, 200, 000 109 
I is huni rerimagnnintaiebintnatbenennudeninnaneian 2, 000, 000 102 
OS SENSE SOR Se EE EE eee eee re Renee aay eee 600, 000 109 
PIONS WONINIS Sods ccicecdmnncansecatesnbstiteeneéndinhetadeaubunaminann 200, 000 6, 589 
een WUE « caccadcidiicancdubtbesedhngnnddtnaiteeasndndbonaenamebene 10, 000, 000 110 





In order to provide for the changing needs of the naval service, the Secretary 
of the Navy would be authorized to vary the tonnage authorizations by cate- 
gories and subcategories a maximum of 20 percent but he would not be authorized 
to exceed the total authorized tonnage of 10 million tons. 

In the event of war or national emergency the Secretary of the Navy would be 
authorized to acquire or construct vessels of such size, type, and design as he 
determines to be best suited for the prosecution of the |war or for the national 
security without reference to tonnage authorizations contained in this bill. It 
is emphasized, however, that it is intended that the authority of this section is to 
be exercised only under the extreme emergency circumstances indicated. 

The proposed bill requires new warships construction, by type, to be divided 
equally between private and naval shipyards. Inasmuch as the national security 
requires a nucleus of naval shipbuilding skills and facilities in both the private 
and naval shipyards, an exception is made to the equal division requirement in 
cases where the Secretary of the Navy, with the approval of the President deter- 
mines that such exception is necessary to develop prototypes or to maintain such 
skills and facilities. Provision is also made for the construction of such vessels 
on the Pacific coast as the President may deem necessary to maintain adequate 
shipyard facilities in that area. 

Provision is made in the proposed bill for the acquisition and disposition of 
vessels for the Military Sea Transportation Service and for the transfer of vessels 
between the Departments of the Army, Navy, Air Force, Treasury, Interior, or 
Commerce, with or without reimbursement. 

The proposed bill would reenact existing statutory provisions which prohibit 
the disposition of naval vessels by sale, charter, or by scrapping, except as provided 
by law; or the disposition of naval vessels by transfer, exchange, or sale, unless 
certified by the Chief of Naval Operations as not essential to national defense; 
or the sales, transfer or other disposition of any warship, unless authorized by 
the Congress. 

No provision in the proposal is intended to imply a request for contract author- 
ization. Acquisition, construction, or conversion will not be undertaken by the 
Secretary of the Navy until appropriations have been enacted and approved for 
such acquisition, construction, or conversion. 


LEGISLATIVE REFERENCES 


S. 2862 and H. R. 6827 were introduced in the 81st Congress as a result of the 
recommendation of the Secretary of Defense. The general purposes of S. 2862 
and H. R. 6827 were to repeal the aircraft and ship construction limitations 
contained in the Vinson-Trammell Act and to provide for the suspension of the 
profit limitations contained in the said act with respect to contracts subject to 
renegotiation. 
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COST AND BUDGET DATA 


Enactment of this measure would result in no increased cost to the Government. 
Funds for shipbuilding would continue to be requested in annual budgets. 

This proposed legislation has been approved by the Bureau of the Budget. 
The Department of the Navy, on behalf of the Department of Defense, recom- 
mends that the proposal be enacted by the Congress. 


Sincerely yours. 
C. 8. THomas. 
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84rH CONGRESS \ HOUSE OF REPRESENTATIVES § Report 


1st Session 1 No. 210 








PROVIDING FOR EXPENSES OF CONDUCTING STUDIES 
AND INVESTIGATIONS AUTHORIZED BY HOUSE RESO- 
LUTION 91 





Marca 16, 1955.—Ordered to be printed 





Mr. Burteson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 92} 


The Committee on House Administration, to whom was referred 
House Resolution 92, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass, 
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1st Session 


§4rH CoNnGRESS } HOUSE OF REPRESENTATIVES | REPORT 


No. 211 








PROVIDING FUNDS FOR THE INVESTIGATIONS AND STUDIES 
MADE BY THE COMMITTEE ON INTERSTATE AND FOREIGN 
COMMERCE PURSUANT TO HOUSE RESOLUTION 105 





Marcu 16, 1955.—Ordered to be printed 





Mr. Burreson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 117] 


The Committee on House Administration, to whom was referred 
House Resolution 117, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass, 
O 
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84rH CONGRESS HOUSE OF REPRESENTATIVES { REPORT 


1st Session No. 212 








ELIMINATING THE NEED FOR RENEWAL OF OATHS OF 
OFFICE UPON CHANGE OF STATUS OF EMPLOYEES OF 
THE SENATE OR HOUSE OF REPRESENTATIVES 





Marcu 16, 1955.—Ordered to be printed 





\{r. Burzteson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


{To accompany S. 913] 


The Committee on House Administration, to whom was referred 
the bill (S. 913) to eliminate the need for renewal of oaths of office 
upon change of status of employees of the Senate, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendments are as follows: 

1. Line 4, following the word “Senate” insert ‘‘or House of Repre- 


sentatives’’. 


2. Line 8, following the word “Senate” insert ‘‘or House of Repre- 
sentatives’. 
3. Amend the title so as to read: 


A bill to eliminate the need for renewal of oaths of office upon change of status 
of employees of the Senate or House of Representatives. 


O 
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84rm CONGRESS t HOUSE OF REPRESENTATIVES | REPortT 


1st Session 


No. 213 








AUTHORIZING THE PRINTING AS A HOUSE DOCUMENT 
THE PAMPHLET, OUR AMERICAN GOVERNMENT, WHAT 
Is IT?) HOW DOES IT FUNCTION? 





Marcu 16, 1955.—Orderea to be printed 





Mr. Burteson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Con. Res. 85] 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 85, having considered the same, report 
favorably thereon without amendment and recommend that the 
concurrent resolution do pass. 

Estimated cost of printing, approximately $9,337.33. 
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847TH CONGRESS } HOUSE OF REPRESENTATIVES | Report 


1st Session No. 214 








AUTHORIZING THE PREPARATION AND PRINTING OF A 
REPORT ON THE PRAYER ROOM ESTABLISHED IN THE 
CAPITOL 





Marcu 16, 1955.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


{To accompany H. Con. Res. 90} 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 90, having considered the same, 
report favorably thereon with an amendment, and recommend that 
the concurrent resolution as amended do pass. 

The amendment is as follows: 

Line 2, strike out ‘Legislative Reference Service” and insert 
“Architect.” 

Line 3, strike out “Library of Congress” and insert ‘“‘Capitol”’. 


O 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES | Report 
1st Session No. 215 








AUTHORIZING THE PRINTING OF ADDITIONAL COPIES OF HEAR- 
INGS HELD BY THE COMMITTEE ON GOVERNMENT OPERATIONS 
ON THE ORGANIZATION AND ADMINISTRATION OF THE MILI- 
TARY RESEARCH AND DEVELOPMENT PROGRAMS 





Marca 16, 1955.—Committed to the Committee of the Whole House on the 
State of th: Union and ordered to be printed 





Mr. Burteson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 91] 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 91, having considered the same, 
report favorably thereon with an amendment and recommend that the 
resolution as amended do pass. 

The amendment is as follows: 

Line 4, strike out the word “one” and insert in lieu the word ‘‘two.” 

The estimated cost of printing is approximately $3,438.38. 


O 
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84rH CoNGRESS } HOUSE OF REPRESENTATIVES | Report 


Ist Session No. 216 


= 








AUTHORIZING REPRINTING OF HOUSE DOCUMENT 210 
OF THE 88D CONGRESS 





Marcu 16, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Burieson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 93] 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 93, having considered the same, report 
favorably thereon with an amendment and recommend that the 
resolution as amended do pass. 

The amendment is as follows: 

Line 2, strike out “fifty” and insert “one hundred”. 

The estimated cost of printing is approximately $5,062.21. 


O 
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847TH CONGRESS } HOUSE OF REPRESENTATIVES | REportT 
1st Session No. 217 








PRINTING FOR THE USE OF THE COMMITTEE ON THE JUDICIARY 
ADDITIONAL COPIES OF CERTAIN PARTS OF THE HEARINGS ON 
INTERLOCKING SUBVERSION IN GOVERNMENT DEPARTMENTS 





Marcu 16, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Burteson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


{To accompany 8. Con Res. 9] 


The Committee on House Administration, to whom was referred 
Senate Concurrent Resolution 9, having considered the same, report 
favorably thereon without amendment and recommend that the reso- 
lution do pass. 

The estimated cost of printing is approximately $4,114.13. 


O 
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Ist Session 


| 


Sita CONGRESS ! HOUSE OF REPRESENTATIVES | REPORT 


No. 218 








AUTHORIZING PRINTING OF ADDITIONAL COPIES OF 
HEARINGS ENTITLED “VOLUME I OF THE AGRICUL- 
TURE APPROPRIATION BILL, 1956” 





Marcu 16, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Bururson, from the Committee on House Administration, 
submitted the following 


|To accompany H. Res. 177] 
The Committee on House Administration, to whom was referred 


House Resolution 177, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
O 
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1st Session 
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§4rH CoNGress t HOUSE OF REPRESENTATIVES | Report 


No. 219 








AMENDING THE JOINT RESOLUTION OF MARCH 25, 1953, RELAT- 
ING TO ELECTRICAL OR MECHANICAL OFFICE EQUIPMENT 
FOR THE USE OF MEMBERS, OFFICERS, AND COMMITTEES OF 
THE HOUSE OF REPRESENTATIVES 





Marcu 16, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Burreson, from the Committee on House Administration, 
submitted the following 


REPORT 


{To accompany H. J. Res. 250] 


The Committee on House Administration, to whom was referred 
House Joint Resolution 250, having considered the same, report favor- 
ably thereon without amendment and recommend that the joint 
resolution do pass 

The purpose of this resolution is to remove from Public Law 10, 
83d Congress, Ist session, the limitation of not more than 2 electric 
typewriters for use in the office of a Member, officer, or committee of 
the House of Representatives. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the joint resolu- 
tion, as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


First Section oF Joint ResotutTion oF Marcu 25, 1953 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) upon the request of any Member, officer, 
or committee of the House of Representatives and with the approval of the Com- 
mittee on House Admiaistration, but subject to the limitations hereinafter pre- 
scribed, the Clerk of the House of Representatives is authorized and directed to 
furnish electrical or mechanical office equipment for use in the office of such 
Member, officer, or committee. The cost of such equipment shall be paid from 
the contingent fund of the House of Representatives. 
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2 AMEND JOINT RESOLUTION OF MARCH 25, 1953 


(b) The original cost of equipment furnished under this joint resolution, 
together with the original cost of any equipment purchased under H. Res. 318, 
Eighty-second Congress, which may be in use in the office of a Member, officer, 
or committee at any one time shall not exceed $2,500. 

(c) The electrical or mechanical office equipment which may be furnished 
under this joint resolution for use in the office of a Member, officer, or committee 
shall be limited to [not more than two of each of] the following general types 
of equipment: 

(1) addressing machines; 

(2) automatic typewriters; 

(3) electric typewriters; 

(4) recording machines for dictating and transcribing; and 
(5) duplicating machines. 

(d) Except in case of electric typewriters, not more than two of each of the general 
types of equipment described in subsection (c) may be furnished under this joint 
resolution for use in the office of a Member, officer, or committee. 
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84TH CoNGRESS ' HOUSE OF REPRESENTATIVES Report 
1st Session No. 220 





AMENDING THE ACT ESTABLISHING A COMMISSION OF 
FINE ARTS 





Marcx 16, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Burieson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


(To accompany H. R. 4534] 


The Committee on House Administration, to whom was referred 
the bill (H. R. 4534) to amend the act establishing a Commission of 
Fine Arts, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass, 


PURPOSE OF THE BILL 


H. R. 4534 would repeal the $10,000 limit of authorization estab- 
lished for the expenditures of the Commission of Fine Arts at the time 
of its establishment May 17, 1910. Over the succeeding 45 years, 
the scope of the Commission has been extended by Executive orders, 
and 2 additional laws have been enacted which have increased the 
mission and responsibilities of the Commission without authorizing 
additional appropriations. The removal of the ceiling prescribed by 
the act creating the Commission of Fine Arts has been suggested by 
the Committees on Appropriations of the respective Houses in hearings 
on this item in the budget. 
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8irH CoNnarFss } HOUSE OF REPRESENTATIVES | Report 


Ist Session No. 221 








CONSIDERATION OF H. R. 3322 


Marcu 16, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. O’Nettt, from the Committee on Rules, submitted the following 
REPORT 
{To accompany H. Res. 179] 
The Committee on Rules, having had under consideration House 


Resolution 179, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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84TH CONGRESS ! HOUSE OF REPRESENTATIVES { Report 
1st Session No. 222 








REAPPORTIONMENT OF VOLUNTARILY SURRENDERED 
RICE ACREAGE ALLOTMENTS 





Marca 16, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Coo try, from the Committee on Agriculture, submitted the 
following 


REPORT 


(To accompany H. R. 2839] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 2839) to amend the rice marketing provisions of the Agricul- 
tural Adjustment Act of 1938, as amended, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The purpose of this bill is to apply to the rice-acreage allotment 
and marketing-quota program an equitable principle of acreage redis- 
tribution which has already been applied with substantial success to 
the cotton, peanut, and wheat programs. 

The bill simply authorizes a farmer with a rice acreage allotment 
larger than he intends to use to return voluntarily to the county com- 
mittee that portion of his allotment which he will not use, so that it 
can be reapportioned to other farmers in the same county. The 
released and reapportioned acreage will be counted for purposes of 
“history” on the farm to which it was first allotted except that it 
cannot be used to qualify the farm for an allotment if it would other- 
wise be ineligible because of not having grown any rice for 5 consecutive 
years. 

A formal report on the bill from the Department of Agriculture had 
not been received at the time of the filing of this report, but the 
measure was drafted with the assistance of Department officials 
familiar with the rice program, and the committee has been advised 
informally that the Department’s report will be favorable. 
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2 REAPPORTIONMENT OF SURRENDERED RICE ACREAGE ALLOTMENTS 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is in italics; existing law in which no change is 
proposed is shown in roman): 

AGRICULTURAL ADJUSTMENT ACT OF 1938, AS AMENDED 
* * * * * * * 
Part V—MarkeEtina Quoras—RIcE 
* 7 * * * ry 
APPORTIONMENT OF NATIONAL ACREAGE ALLOTMENT 
Sec. 353. * * * 
(e) Any part of the farm rice acreage allotment on which rice will not be planted 


and which is voluntarily surrendered to the county committee shall be deducted from 
the allotment to such farm and may be reapportioned by the county committee to other 


farms in the same county receiving allotments in amounts determined by the county 


committee to be fair and reasonable on the basis of the past production of rice by the 
producers on the farm or the past production of rice on the farm, as the case may be; 
acreage allotments previously established for the farm or for the producers on the farm, 
as the case may be; abnormal conditions affecting acreage; land, labor, water, and 
equipment available for the production of rice; crop-rotation practices; and the soil 
and other physical factors affecting the production of rice. Any allotment surrendered 
under this provision shall be regarded for the purposes of subsection (b) of this section 
as having been planted on the farm from which surrendered, except that this shall not 
operate to make the farm from which the allotment was surrendered eligible for an 
allotment as having rice planted thereon, or to make any producer thereon eligible for 
an allotment as having produced rice, during the five-year base period. 
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RICE ALLOTMENT HISTORY AMENDMENTS 





Marcu 16, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





\Ir. Cootry, from the Committee on Agriculture. submitted the 
following 


REPORT 


{To accompany H. R. 4356] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 4356) to amend the Agricultural Adjustment Act of 1938, 
with respect to rice allotment history, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of this bill is to remedy an existing deficiency in the 
rice acreage allotment and marketing quota law so as to permit an 
equitable division of rice production “history’’ where two or more 
producers combine their acreage allotments for production on a single 
farm. 

Because of crop rotation practices peculiar to the production of 
rice, the law permits allocation of acreage to “‘producers,” instead of 
to “farms,”’ and several States make their allotments on this basis. 
In those States it is not unusual for two or more producers to combine 
their allotments for production of a crop on a single farm. 

Under the Department of Agriculture’s interpretation of the existing 
law, where two or more producers combine their acreage allotments on 
a single farm, the “history” of that year’s crop is divided among them 
on the basis of their share in the crop, rather than on the basis of 
their contribution to the farm acreage allotment. Since each pro- 
ducer’s share in the crop may have no direct relationship to the acreage 
allotment he contributed, this amendment to the law will permit the 
more equitable and realistic procedure of dividing the history on the 
basis of the acreage allotment contributed, rather than on that of the 
share in the crop. 

A formal report on the bill had not been received from the Depart- 
ment of Agriculture at the time of the filing of this report but the 
measure was drafted with the assistance of Department officials 
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familiar with the rice program and the committee has been advised 
informally that the Department’s report will be favorable. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is in italics; existing law in which no change is 
proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT ACT OF 1938, AS AMENDED 


* * * * * * * 


Part V—MarkKETING Quotas—RIcE 


* + ™~ * * * 7 


APPORTIONMENT OF NATIONAL ACREAGE ALLOTMENT 


Sec. 353. * * * 

(c) * * * 

In determining the past production of rice by producers on a farm for the purpose 
of establishing farm acreage allotments for the 1956 and subsequent crops, the acreage 
of rice on the farm for any year for which farm acreage allotments were in effect 
shall be divided among the producers thereon in the proportion in which they contrib- 
uted to the farm acreage allotment. 
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POSTAL FIELD SERVICE COMPENSATION ACT OF 1955 





Marcu 16, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Murray of Tennessee, from the Committee on Post Office and 
Civil Service, submitted the following 


REPORT 


(To accompany H. R. 4644] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 4644) to increase the rates of basic salary of 
postmasters, officers, supervisors, and employees in the postal field 
service, to eliminate certain salary inequities, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


STATEMENT 


It is the purpose of this legislation to provide an increase in the 
compensation of postal employees and, at the same time, bring about 
correction of serious inequities in the salary schedule by the adoption 
of an improved method of classifying postal employees for salary 
purposes. 

Under this bill, all postal employees will receive a minimum increase 
of 6 percent on their basic salaries and will then be fitted into a salary 
schedule providing for a pay scale establishing a more realistic relation- 
ship between the various positions—particularly with reference to 
their duties and responsibilities—and the salaries of such positions. 
The adjustment to the new salary schedule will result in a payroll 
increase of approximately 1.6 percent. 

On January 11, 1955, the President of the United States forwarded 
to the Congress a special message (H. Doc. No. 65) concerning the 
rates of pay of postal employees. He recommended that postal 
employees be given a 5-percent increase in their basic salary and that 
the increase must be accompanied by a salary plan which will place 
the compensation for postal field service positions in proper relation- 
ship to each other so that inequities will be eliminated, incentive for 
advancement offered, and the principle of higher pay for more difficult 
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and responsible work followed. Legislation in conformance with this 
recommendation of the President was submitted by the Postmaster 
General and introduced as H. R. 2987. 

The committee held extensive hearings (15 sessions) on this subject, 
and testimony was received relating to the need for an increase in 
postal salaries as well as the various features of the Postmaster 
General’s reclassification plan. There was a general agreement on 
the pari of witnesses that there was a need for job reclassification in 
the postal service. Following these hearings, the committee recom- 
mended its own bill, H. R. 4644, which this report accompanies. 

This legislation adopts substantially the reclassification features of 
the bill recommended by the Postmaster General. However, it con- 
tains several major changes representing the views of the committee 
based upon testimony received. This bill contains a number of safe- 
guards and other favorable provisions requested by employees, in- 
cluding a guaranty against reduction in salary, appropriate provision 
for appeals, and other benefits. 


APPEALS TO THE CiviL SERVICE COMMISSION 


The bill provides that an aggrieved employee may appeal to the 
United States Civil Service Commission any administrative action 
taken or decisions made with respect to (1) the ranking of positions 
not described as “key positions” in the proper salary level and (2 
the placing of an employee in a “key position” on the basis of and in 
accordance with the description of the duties and responsibilities of 
such position. The appeal will be for the purpose of determining 
whether his position has been properly allocated. The decision of 
the € — Service Commission is made mandatory on the Postmaster 
General. 


No DowNGRADING OR REDUCTION IN SALARY OF PRESENT EMPLOYEES 
AND SUBSTITUTES 


The bill contains prohibitions against downgrading of individuals 
and assures employees they will continue to receive their present 
salary plus the 6 percent added during the process of conversion to 
the salary schedules contained in the bill. 

It also provides that nothing in this act shall be deemed to reduce 
the per annum or hourly basic compensation of any employee on the 
rolls on the effective date of the postal field service schedule, the rural 
carrier schedule, or fourth-class office schedule to an amount less than 
his basic compensation immediately prior to adjustment to such sched- 
ules (present rate plus 6 percent). It would not preclude reduction 
due to voluntary acceptance of a lower level position in lieu of separa- 
tion from the service, or due to a change in salary level required 
because of a subsequent reduction in mail volume or receipts of a post 
office or because of the adjustment of a rural route. 


Hicuer Levet ror CARRIERS AND CLERKS 


The committee bill also contains an additional salary level added 
between levels 4 and 5 of the postal field service schedule proposed by 
the Postmaster General. In this level will be placed motor-vehicle 
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operators, city-carriers, distribution clerks, and window clerks. This 
provision is the only change in the salary schedules contained in the 
committee bill when compared with H. R. 2987. This change will 
result in an additional increase in payroll costs of $20,144,900 which 
will go to motor-vehicle operators, city carriers, distribution clerks, 
and window elerks. This will increase the starting rate for clerks 
and carriers from $3,270 at present to $3,640, an increase of $370 or 
11.3 percent. The maximum rate will go from the present of $4,070 
to $4,360. In addition, many of the clerks and carriers at the top are 
eligible for the additional longevity grades of $100 each at 13, 18, and 
25 years’ service, making a top rate of $4,660. 


Loncevity Pay For SUBSTITUTES 


The bill will provide longevity for substitutes for the first time. In 
some post offices, and this will be particularly important now that the 
number of automatic steps have been reduced in the case of the large 
clerk-earrier group from 9 to 7, many substitutes have been at the 
top of their automatic steps and not eligible for longevity promotions 
until they become regulars. ‘This bill wi!l permit substitutes to receive 
longevity pay on the same basis as regular employees, that is, at the 
end of 13, 18, and 25 years of service. 


LARGER ANNUAL INCREASES 


Under the provisions of the bill, movement of each clerk and carrier 
to the top steps of his salary level will be accelerated. This is done 
by reducing the number of steps from 9 to 7 and increasing the amount 
of each step. 


Avromatic Strep INCREASES FOR PoSTMASTERS AND SUPERVISORS 


Under Public Law 134, 79th Congress, postmasters and supervisors 
are paid single per annum rates, whereas the rank and file employees 
are given annual automatic increases. The postal field service, rural 
carrier, and fourth-class office schedules in H. R. 4644 (designated as 
PFS, RCS, and FOS schedules, respectively) provide that all employ- 
ees, including postmasters and supervisors, shall be placed in a 7-step 
level, except for PFS-20 and PFS-21 employees, for whom 7-step 
levels are precluded by the present $14,800 maximum. This oppor- 
tunity for salary increases as skills and responsibilities increase is an 
important incentive factor and should apply to all employees. 


Satary INCREASE ON PrRoMoTIONS GUARANTEED 


The bill provides that when an employee is promoted to a higher 
salary level in the PFS schedule, he shall receive as a minimum increase 
the amount of difference between the first step of the salary level from 
which promoted and the first step of the next higher salary level. 
Thus, an employee who assumes more responsible duties receives a 
substantial increase in pay rather than a token increase or no increase 
at all, which is commonly the case under Public Law 134. 
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GREATER PROMOTIONAL OpporruUNITIES 


There will be greater opportunity for promotion. The establishment 
of 21 salary levels in the PFS schedule in H. R. 4644 will permit the 
classification of many positions at salary levels above, as well as 
between, the rates established in Public Law 134. Under that law. 
the Post Office Department has been able to pay employees only on 
the basis of job titles and the pay rates established in the law for 
those titles. The number of certain supervisory titles which an office 
might have also was prescribed. 

Thus, for example, an employee serving as a substitute for a super- 
intendent of mails who is on extended sick leave may not be compen- 
sated for the added responsibility because the title and salary structure 
of Public Law 134 does not permit it. This bill will permit proper 
salary payments in such cases. 

There are many positions, both supervisory and nonsupervisory, 
whose duties and responsibilities warrant a pay differential whicl) is 
not provided in present law. Under H. R. 4644 the greater responsi- 
bilities of these positions can now be reflected in greater compensation. 
The effect is that upon enactment of the legislation the incumbents 
of these positions will receive pay adjustments which are tantamount 
to promotions. As vacancies occur there will be these additional 
higher paying positions to which others can be promoted. 

The inclusion of regional and district office positions in the same 
salary schedule with other postal field service positions will make 
possible the establishment of orderly promotion lines from other posi- 
a in the postal field service to positions in the regional and district 
offices. 


RESTRICTIONS ON APPOINTMENTS From OvursipE tue Posrat Firip 
SERVICE 


The provisions of section 501 of H. R. 4644 limit the authority of 
the Postmaster General to appoint to a salary rate higher than the 
entrance rate. It is limited to the appointment of persons who have 
been employed in a civilian capacity in other branches of the Govern- 
ment and to positions in the district or regional offices or to profes- 
sional or scientific positions. 


BiweEeEx.ty Pay Pertop 


In place of the present semimonthly pay period, the pay period for 
postal employees under H. R. 4644 will be biweekly, providing 26 
paydays per year and thereby granting an extra day’s pay in thie 
year for these employees. Another advantage in the biweekly pay 
period is that it permits standardization of the payday so that it will 
occur on the same day of each alternate week throughout the year. 


Ratio or Susstitutes TO Recuiars 


The authorization of 1 classified substitute for each 5 regular em- 
ployees (rather than the 1-for-6 ratio now in effect) will permit the 
conversion to career tenure of several thousand employees who cannot 
presently be converted from indefinite or temporary tenure. 
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Rurat Carrier SuBSTITUTES 


The bill also provides a new method for computing the per diem 
rate of rural carrier substitutes, using a 312 days’ basis instead of a 
360 days’ basis. ‘The change in the pay period will permit the com- 
pensation of substitute rural carriers on the same basis as the regular 
carriers. 

Sunpay anp Hourpay Work 


Representatives of the clerks and carriers organizations objected to 
authorizing postmasters to pay time and a half for service performed 
on Sundays and holidays throughout the year as recommended by 
the Postmaster General. They recommended that it be restricted as 
at present to Sundays and holidays in the month of December with 
compensatory time allowed in the months other than December. 
The committee has included an appropriate provision covering this 


in the bill. 


INCREASE IN AvuTHORIZED TRAVEL ALLOWANCE 


The bill also increases the authorized travel allowance of postal 
transportation clerks from the present rate of $6 per day to $9 per day. 


Neep For REcLASSIFICATION IN THE PostTat Fietp SERVICE 


Congressional committees, as well as the task force of the Hoover 
Commission, have repeatedly directed the attention of the Congress to 
the need for a more realistic appraisal of salaries in the postal field 
service. They have pointed out that the present postal salary system 
completely ignores the principle of equal pay for substantially equal 
work and makes no provision for recognition of substantial differences 
in the difficulty of the work to be performed, the degree of responsi- 
bility to be exercised, the scope and variety of tasks involved, and the 
conditions of performance. In the search for efficiency and economy 
in the postal service, it is essential that supervisory officials be ac- 
corded adequate recognition when, through superior management and 
improved procedures, they have been able to reduce the total number 
of employees necessary to do a specific job. This is particularly 
significant when it is realized that well over 70 percent of the nearly $3 
billion spent annually by the postal service goes for payment of salaries. 

The present postal pay system, particularly as it relates to super- 
visors, however, is diametrically opposed to this principle. Many 
supervisors are paid on the basis of the number of cubic feet in the 
area they supervise or solely in relation to the number of employees 
under their jurisdiction. Present law, as it relates to employees paid 
under the Classification Act of 1949 (Public Law 429, 81st Cong.), 
contains a direct prohibition against this latter situation. The 
Classification Act provides that no appropriated funds shall be used 
to pay the compensation of any officer or employee who places a 
supervisory position in a class and grade solely on the basis of the 
size of the group, section, bureau, or other organization unit of the 
number of subordinates supervised. 

In the 80th Congress, the House Committee on Post Office and 

ivil Service conducted a very extensive and thorough investigation 
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of problems of the postal service and in its report expressed concern 
over the pay system in the postal field service. This was closely 
followed by the report of the task force of the first Hoover Commission 
which in 1950 recommended the following: 
Provide ways and means, within the framework of the rules laid down by the 
Civil Service Commission, for overcoming inequities in pay structure by: 
1. Developing job descriptions for all classes of jobs in the postal service, 
2. Appraising the relative worth of jobs and developing pay scales which 
fully recognize job responsibilities and requirements, giving due recognition 
to locality differentials. 
3. Establishing experience and fitness qualifications for hive 
This recommendation contemplates a clear-cut delegation of responsibility for 
salary administration from the legislative branch to the executive branch, with 
authority to act. 


Again in the 83d Congress additional studies were made by the 
House Post Office and Civil Service Committee and by the Advisory 
Council to the Senate Post Office and Civil Service Committee. ~ 

The House committee’s Subcommittee on Postal Operations in a 
comprehensive report printed as House Report No. 366, 83d Congress, 
stated that— 
it is clear that a final and satisfactory solution to the personnel problems of tlic 
postal service can be arrived at only by a complete revision of classification of 
postmasters and postal employees. 

The Senate Advisory Council, authorized by Senate Resolution 
No. 49, 83d Congress, found the following conditions relating to the 
personnel situation in the postal field service and so reported in 
Senate Report No. 1086, 83d Congress: 

(1) There is no overall pay plan applicable to all segments of the postal service. 

(2) The several pay plans have little or no relationship to each other and gen- 
erally ignore elements commonly considered sound in modern pay administration 
programs. 

(3) The large number of pay plans create accounting and payroll complications 
and add to the cost of administration. 

(4) The pay of employees generally is not based on any system of job evaluation. 

(5) Supervisory positions are not adequately recognized in existing pay sclied- 
ules. 

(6) In the nonsupervisory groups, highly skilled distribution clerks are net 
accorded adequate recognition in pay or incentive. 

(7) The Post Office Department has not had an incentive-awards program. 

(8) Present standards for determining the class of post office have created many 
inequitable situations. 

It is significant that a member of the Senate Advisory Council and 
chairman of its Subcouncil on Personnel was the president of the 
National Association of Letter Carriers. The Subcouncil on Personne! 
recognized the participation of leaders of the various postal employees 
organizations “whose work formed the basis of the report” of thie 
Subcouncil on Personnel. 

The President of the United States, in his memorandum disapprov- 
ing the pay bill last year, stated among his reasons for disapproval 
the following: 
we must have classification and promotional procedures for postal personnel that 
will serve the best interest of the Government, the public, and the postal workers 
themselves. 

In his message to the Congress this year (H. Doc. 65) he again 
emphasized that the inclusion ef a job evaluation program for postal 
employees is a must, as far as he is concerned, if salary increases are 
to receive his approval. 
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The committee, both in this Congress and in the 83d Congress, 
has held extensive hearings on the question of postal employees’ 
salary and classification problems. During the 83d Congress the 
committee recommended two postal pay and classification measures, 
H. R. 9245 and H. R. 9836, and the latter was reported unanimously. 
In both of these bills the committee recognized that the time had 
come for a reclassification of positions in the postal field service. 

The report on H. R. 9245, which recommended a study of the classi- 
fication system of the postal service and included specific recom- 
mendations for improvements, recognized the need for reclassification 
by stating: 

It is highly desirable that the Congress by law establish a new general system 
for the classification of positions and the determination of basic salary rates for 
personnel in the postal field service. 

H. R. 9836, which was reported unanimously, provided that the 
Postmaster General develop a reclassification plan which was to be 
submitted to the Congress for approval or disapproval at the begin- 
ning of the 84th Congress. The committee stated that a position 
evaluation plan should be submitted to the Congress based upon— 
(1) the principle of equal pay for substantially equal work, and (2) the proposition 
that variation in rates of basic compensation paid to different postmasters, officers, 
and employees shall be in proportion to substantial differences in the difficulty, 
responsibility, and qualification requirements of the work performed and to the 
contributions of postmasters, officers, and employees to efficiency and economy 
in the postal field service. 

While neither of these two bills became law, nevertheless the Post- 
master General proceeded to develop a plan and program similar to 
that which would have been required by H. R. 9836. This salary 
plan was contained in a recommendation of the Postmaster General 
to the Speaker of the House on January 24, 1955, and introduced as 
H. R. 2987. The plan was in line with the request of the committee 
and its outline and direction as contained in House Report No. 2107, 
83d Congress. 

Following extensive hearings at which witnesses representing em- 
ployee organizations testified that reclassification was desirable, the 
plan, amended in some detail by the committee and coupled with a 
6-percent increase, is recommended in a committee-drafted bill which 
this report accompanies (H. R. 4644). The improvements added by 
the committee have been discussed in previous paragraphs in this 
report. 

The method of job evaluation contained in the bill will be discussed 
in succeeding paragraphs. 


Use or Key Posirions 


H. R. 4644 contains descriptions of 50 representative positions which 
are occupied by over 90 percent of the postal field service employees 
other than those paid under the FOS and RCS schedules. Each key 
position is assigned in the bill to its proper salary level. 

These key positions serve two purposes: 

(1) They determine the specific salary levels for the great majority 
of postal employees by direct congressional action; 

(2) They serve as “benchmarks” for the Post Office Department in 
determining the appropriate salary levels for the positions occupied 
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by the remaining employees, who constitute less than 10 percent of 
the total force. 

To illustrate the effect on employees occupying key positions: The 
Department will identify the position of an employee as falling within 
the description of 1 of the 50 key positions. The salary level of the 
employee then becomes the salary level set forth in the law for that 
key position. The basic salary of the employee will be converted to 
the proper step of that salary level in accordance with the conversion 
rules of sections 304 and 306. 

The process of determining the proper salary level for employees in 
ositions other than the key positions is set forth in section 201 of the 
ill. It consists of (1) comparing the duties, responsibilities, and work 

requirements of the position occupied by an employee with the duties, 
responsibilities, and work requirements of the key positions deseriled 
in section 203, and (2) ranking the position in relation to the key 
position most closely comparable in terms of the level of dutics, 
responsibilities, and work requirements. 

Determinations made or actions taken in both of the above illustra- 
tions are appealable to the Civil Service Commission, whose decisions 
are mandatory on the Postmaster General. 


Neep For A REVISION OF THE SALARY SCHEDULES 


Employees in the postal field service are paid upon salary schedules 
set forth in Public Law 134 of the 79th Congress. This law has been 
amended almost 200 times in order to meet situations that have 
oceurred requiring adjustments in the salaries and in the relationships 
between the salaries of various positions in the postal field service. 
Public Law 134 in itself represented a great advance in the pay system 
of the postal field service. It was the first major revision of postal 
employees’ salaries since 1926—nearly 20 years. 

During the committee hearings of this Congress on postal pay ani 
classification nearly every employee representative commended thie 
action of Congress in its initiation and approval of Public Law 134. 
Since the passage of Public Law 134, which gave all employees on the 
rolls an increase in salary, salary increases have been based upon a 
need for keeping pace with the increase in the cost of living. Since 
Public Law 134 was effective July 31, 1945, postal emplovees have 
received the following increases in salary authorized by action of the 
Congress. 

1. Effective January 1, 1946, under Public Law 386, 79th Congress, 
approved May 21, 1946, postal employees paid on an annual basis 
received an increase of $400 annually, hourly employees received an 
increase of 20 cents an hour, and fourth-class postmasters received 
a 20-percent increase, 

2. Effective June 30, 1948, under Public Law 900, 80th Congress, 
postal employees paid on an annual basis received an increase of $45) 
annually, hourly employees received an increase of 25 cents an hour, 
and fourth-class postmasters received a 25-percent increase. 

3. Effective November 1, 1949, under Public Law 428, 81st Con- 
gress, postal employees paid on an annual basis received an increase 
of $120 a year, hourly employees received an increase of 2% cents an 
hour, and fourth-class postmasters received a 5-percent increase. 
(Also, this act raised the entrance salary for regular employees by 











ent of 


3: The 
within 
of the 
r that 
‘ted to 
rersion 


yees in 
of the 
1 work 
duties, 
scribed 
he key 
duties, 


lustra- 


CISLONS 


redules 
is been 
t have 
ynshiips 
service, 
system 
postal 


ay and 
led the 
iw 134. 
on the 
upon a 

Since 
~3 have 
1 of the 


NTCSs, 
ul basis 
ived an 
eceived 


meress, 
of $450 
n hour, 


st Con- 
merease 
ents an 
ncrease. 
yees by 





POSTAL FIELD SERVICE COMPENSATION ACT OF 1955 9 


$200 and provided an additional $100 increase for temporary employees 
after 1 year’s service. Three longevity grades were created for those 
who were not granted such grades under Public Law 134, 79th Cong.) 

4. Effective July 1, 1951, under Public Law 204, 82d Congress, 
approved October 24, 1951, postal employees paid on an annual basis 
received $400 annually, hourly employees received 20 cents an hour, 
the first 2 grades were eliminated, and employees who had not re- 
ceived at least 2 administrative advancements in automatic grades 
and who had entered the postal service after July 1, 1945, received 
either a 1- or 2-grade advancement. Postmasters’ and supervisors’ 
salaries were reclassified except for fourth-class postmasters who 
received a 20-percent increase on their present salaries. Rural 
carriers received a 1-cent-a-mile additional equipment allowance and 
the Postmaster General was authorized to grant equipment mainte- 
nance allowances not to exceed $3 a day for heavy-duty routes. 

One of the major benefits of legislation enacted in 1945 was the 
establishment of additional automatic grades for most postal employ- 
ees as well as three longevity grades of $100 each based upon length 
of service. ‘The additional automatic increases have served as a con- 
tinual factor in the raising of the salaries of the average postal em- 
ployee. For example, an employee who remains in the same position 
after 8 years in the postal service is receiving $800 more than the pay 
of his entrance grade although he is doing the same job. As another 
illustration, a postal clerk or carrier who entered the service prior to 
January 1946 would have entered at $1,700 a year and would now be 
in the top automatic grade drawing a salary of $4,070. Under the 
bill his salary will become $4,360 a year, or a total increase of 156.5 
percent. 

There has been a general increase in the level of postal employees’ 
salaries which has raised the average salary for postal employees from 
$2,049 in 1945 (just prior to Public Law 134) to the present average 
annual salary of $3,928. In 1945, after the enactment of Public Law 
134, the average annual salary of postal field service employees was 
$2,267. After the enactment of this bill (H. R. 4644) it is estimated 
that the average annual salary for postal field service employees will 
be $4,243. This represents an average increase since 1945 of over 
$2,000 per employee, or 96.6 percent. During this same period the 
increase in the cost of living was 48.7 percent. 

It is interesting to note, also, that on July 1, 1951, the effective 
date of the last salary increase, the cost of living index of the Bureau 
of Labor Statistics was 110.9; in January 1955 the index was 114.3. 
This represents an increase of only 3.4 points, or 3.07 percent. H. R. 
4644 grants a minimum salary increase of 6 percent to every employee. 

Some groups of employees have, since 1945, received larger in- 
creases than other employees. This is occasioned, in part, by the 
manner in which salary increases for postal employees have been 
brought about. For example, some employees have received ad- 
vantage by the elimination of the first two grades by Public Law 204 
of the 82d Congress. The entrance grades for clerks and carriers, as 
set by Public Law 134, was $1,700. Intervening increases, together 
with the proposed increase in this bill, will bring the entrance grade 
for clerks and carriers to $3,640, an increase of 114.1 percent. 

It might appear that fourth-class postmasters are being placed on 
a salary schedule in H. R. 4644 which is somewhat higher than their 
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present schedule, but it is pointed out that this now becomes their 
new basis for salary payments, and these postmasters will no longer 
receive their money order fees. 

The committee received testimony to the effect that postal employ- 
ees generally have increased efficiency in conducting the postal opera- 
tions. The committee commends the employees for this demon- 
strated improvement in their efficiency and points out that it justifies 
the establishment of automatic and longevity increases based upon 
the proposition that good employees will improve their efficiency and 
output during their period of service. The committee, however, does 
feel that the total of these automatic increases has not been sub- 
stantially more than the increase in the cost of living and that an 
increase in salary is still warranted. 

Following the hearings it was the view of the committee that the 
6 percent increase is fully warranted under the circumstances to keep 
faith with postal employees who have entered the service since the last 
salary increase and those who have remained in the service. It is 
the intention of the committee to provide a fair salary increase as 
Congress on four specific occasions since 1945 has provided. 

There are some who feel that the increase should be greater. The 
committee points out that during this interim period (1945 to date) 
the postal employees have received many additional benefits as well 
as increases from ingrade steps, longevity grades, and promotions. 
They have received a substantial increase in their sick and annual 
leave. For example, employees having more than 15 years’ servire 
were increased from 15 days to 26 days and now have over 5 working 
weeks of annual leave each year. Also, in 1948 there was a complete 
revision of the Retirement Act. 

Many fringe benefits were also provided postal employees by Public 
Law 763 of the 83d Congress. Under this law, letter carriers, for 
example, will receive $100 a year uniform allowance. An estimated 
95 percent of the postal employees have taken advantage of the very 
beneficial group life insurance plan. Postal employees are now eligible 
for unemployment compensation, and their appointments are now 
made in the majority of instances on a permanent basis. 

The Post Office Department at present has some 503,659 employees 
representing an annual payroll of $1,952,652,000. It is estimated that 
this legislation will add $152,782,000 to this cost. This does not 
include several intangible increased costs such as the increase in the 
travel allowance for postal transportation employees which might 
cost as much as $3,500,000 a year, or the lengevity increases for 
substitutes, or the new formula for computing the pay of substitute 
rural carriers. Sufficient data is not ayailable upon which to base a 
firm figure as to cost in these areas. 

In summary, this bill will provide a minimum 6 percent increase for 
all postal employees and a new salary schedule which is designed to 
place the wages for postal field service positions in proper relationship 
to each other so that inequities will be eliminated, incentive for ad- 
vancement offered, and the principle of higher pay for more difficult 
and responsible work followed. 
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EXPLANATION OF THE Britt By TiTLES AND SECTIONS 
SHORT TITLE 


The first section of the bill supplies a short title for the proposed 
new postal field service classification and compensation law by pro- 
viding that such proposed law may be cited as the “Postal Field 
Service Compensation Act of 1955.” 


TITLE I—DEFINITIONS, COVERAGE, AND EXEMPTIONS 
DEFINITIONS 


Section 101 defines, for purposes of the bill, the terms “Department,” 
“postal field service,” “employee,” “position,” “key position,” “salary 
level,” “basic salary,” “basic compensation,” and ‘‘persons.”’ 

The term “Department” means the Post Office Department which 
was established at the seat of government as an executive department 
by section 388 of the Revised Statutes (5 U.S. C., see. 361) and the 
postal field service of the Post Office Department. 

The term “postal field service” covers all operations and organiza- 
tion units of the Post Office Department other than those depart- 
mental operations which are conducted in, and those organization 
units which are situated in, the headquarters offices of the Post Office 
Department at the seat of government. Such term specifically 
includes postal inspectors assigned to such headquarters offices and the 
operations of such postal inspectors. One effect of this new definition 
is to include within the term ‘‘postal field service’’ all field installa- 
tions of the Post Office Department, including regional and district 
offices, 

The term “employee” covers postmasters, officers, supervisors, and 
all other individuals employed in the postal field service (including 
postal inspectors assigned to the headquarters offices of the Post Office 
Department at the seat of government), irrespective of their titles, 
unless the context of a particular provision of the bill indicates a more 
restrictive interpretation. Such definition, in effect, includes all in- 
dividuals employed by the Post Office Department outside the head- 
quarters offices of the Department at the seat of government (includ- 
ing officers and employees in the regional and district offices and post- 
masters) and also includes postal inspectors assigned to such head- 
quarters offices. Such definition specifically excludes individuals (as 
well as corporations, companies, associations, firms, partnerships, 
societies, and joint stock companies) providing services for the Post 
Office Department on a fee, contract, job, or piecework basis. The 
definition of the term “employee” contained in the bill is broader than 
the existing definition of the term “employees” contained in the first 
section of the act of July 6, 1945 (Public Law 134, 79th Cong.; 39 
U.S. C., see. 851)—the present salary law for the postal field service. 
The effect of such existing definition of the term “employees’’ is 
merely to indicate the categories of emplovees referred to when such 
term is used in such act of July 6, 1945. The effect of the new defini- 
tion of the term “employee” contained in the bill is not only to indi- 
cate the categories of employees referred to in the bill but also (when 
read in conjunction with section 102, relating to coverage) to assist 
in making clear the coverage of the bill in terms of employees. 
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The term “position” is defined as those duties and responsibilities 
assigned to an employee, except duties performed on a fee, contract, 
job, or piecework basis. This definition of the term ‘“‘position’’ is 
similar to the definition of the term “position” contained in section 
301 of the Classification Act of 1949 to the extent that both definitions 
of “‘position’’ are stated in terms of the duties and responsibilities— 
that is, the work—of the employee. 

One effect of the definitions of “employee” and “position” in 
section 101 of the bill is to bring within the purview of the bill (except 
the provisions of section 306 relating to the conversion formula) 
those employees in the mail equipment shops in Washington, D. C., 
whose compensation is fixed and adjusted from time to time in 
accordance with prevailing wage rates. 

The term “key position’ is defined as a position which is described 
in section 203 of the bill and which is in existence on the effective 
date of such section. Such section 203 describes key positions gener- 
ally as positions in the postal field service which consist of standard, 
related tasks commonly performed in the postal field service and 
which are assigned to salary levels in the postal field service schedule 
contained in section 301 (a) of the bill. Such section 203 sets forth 
specific job descriptions (in terms of basic function, duties and re- 
sponsibilities, and organizational relationships) for the positions 
described therein and specifies the respective salary levels in the 
postal field service schedule to which such positions are assigned. 

The term “salary level’’ is defined as the numerical standing in the 
postal field service schedule assigned to a position which is placed in 
the postal field service schedule pursuant to section 201 (a), or by 
section 203, of the bill. Each such salary level provides a series of 
annual rates of basic salary (except salary level 21 which provides 
only one such rate) for each position placed in such salary level. 

The term ‘‘basie salary”’ is defined as the rate of annual or hourly 
compensation specified by law, excluding, however, overtime, night 
differential, and longevity compensation. 

The term “basic compensation” is defined as basic salary plus 
longevity compensation. 

One purpose of section 101 in providing definitions of “basic salary” 
and “‘basic compensation”’ is to clarify the relationships of the several 
types of compensation provided by the bill for employees in the 
postal field service and eliminate confusion in the application of the 
various provisions of the bill with respect to such types of compensa- 
tion, particularly longevity compensation. 

The term “persons” is given the meaning prescribed for such term 
in section 1 of title I of the United States Code. By providing that 
the term ‘“‘persons” shall have such meaning, section 101 of the bill 
makes it clear that such term includes corporations, companies, asso- 
ciations, firms, partnerships, societies, and joint stock companies as 
well as individuals. 


’ 


COVERAGE 


Section 102 sets forth the general coverage of the bill by providing 
that the proposed new classification and compensation law shall apply 
to all “positions” and “employees” in the “postal field service’ as 
such quoted terms are defined in section 101. 
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TITLE II—RANKING OF POSITIONS 


Title II of the bill proposes a departure from and improvement in 
the various methods of determining compensation and evaluating 
positions under existing law governing the postal field service. The 
present classification and salary law for the postal field service—the 
act of July 6, 1945 (Public Law 134, 79th Cong.)—classifies positions 
by title and establishes salary rates (through schedules and listings 
of individual salary rates and rate ranges) by title and by such factors 
as organization assignment and gross postal receipts, without regard 
to the work actually performed or the level of duties and responsibili- 
ties exercised by employees who may be receiving identical pay. 
Title II of this bill, however, provides a systematic and up-to-date 
method for classification of positions, for compensation and other 
purposes, on the basis of evaluations of such positions in terms of 
duties, responsibilities, work requirements, specific and detailed 
descriptions of positions, and inclusions of similar positions within the 
same compensation ranges. 


ADMINISTRATION 


The first sentence of section 201 (a) requires the Postmaster General 
to determine the personnel requirements of the postal field service and 
to fix the number of supervisors and other employees therein, with the 
exception that not more than one assistant postmaster may be em- 
ployed at any post office. The above provision continues the author- 
ity and responsibility now vested in the Postmaster General under 
such existing provisions of law as, for example, section 396 of the 
Revised Statutes (5 U.S. C., see. 369), section 11 (a) of the act of 
July 6, 1945 (39 U.S. C., see. 861 (a)), and, from time to time, pro- 
visions of the annual appropriation acts for the Post Office Depart- 
ment. 

The remainder of section 201 (a), as well as section 201 (b), relates 
to the authority and responsibility of the Postmaster General to 
classify certain categories of positions in the postal field service. 

Under section 201 (a) the Postmaster General is required to define 
and assign to its appropriate salary level in the postal field service 
schedule each position in the postal field service except the key posi- 
tions described in section 203 of the bill and the positions of postmaster 
in a fourth-class office and rural carrier. Each definition of a position 
by the Postmaster General pursuant to section 201 (a) will be based 
on an evaluation of that position in terms of the basic function, the 
duties and responsibilities, and the organizational relationships of 
such position and will, in effect, constitute a job description for such 
position. Each such evaluation of a position will be made in the 
light of, and after taking into account, the job descriptions provided 
in section 203 for key positions. 

The Postmaster General will be required to ascertain the appro- 
priate salary level in the postal field service schedule of each such 
defined position by means of two processes: First, by comparing the 
duties, responsibilities, and work requirements of such position with 
the duties, responsibilities, and work requirements of the key positions 
described in section 203 of the bill; and, second, by ranking such 
position in relation to that one of the key positions which is most 
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closely comparable in terms of the level of duties, responsibilities, 
and work requirements. If the functions, duties, responsibilities, 
and work requirements of any position defined by the Postmaster 
General under section 201 (a) are substantially equivalent to the 
functions, duties, responsibilities, and work requirements of a key 
position, such defined position will be placed in the same salary level 
as that of such key position. If the functions, duties, responsibilities, 
and work requirements of such defined position are not substantially 
equivalent to those of a key position, such defined position will be 
placed in a salary level in relation to that key position which is most 
closely comparable to the defined position. In effect, the key positions 
described in section 203 are guides or benchmarks for the Postmaster 
General in classifying positions pursuant to section 201 (a). 

It should be noted in this connection that one purpose of section 
202 of the bill (relating to appeals by employees to the United States 
Civil Service Commission) is to protect employees against those 
classification actions taken pursuant to section 201 which result in 
improper assignments to salary levels. 

Section 201 (b) provides that in ranking positions the Postmaster 
General shall apply the principle of equal pay for substantially equal 
work and, in addition, shall give effect to substantial differences (1) in 
difficulty of the work to be performed, (2) in the degree of responsibility 
to be exercised, (3) in the scope and variety of tasks involved (such as 
the scope and variety of the tasks of a postmaster in a large first-class 
office as contrasted with the tasks of a postmaster in a small first-class 
office), and (4) in the conditions of performance (such as physical 
conditions and surroundings, hazards, skill requirements, and the 
public relations aspects of performance). 

The following example illustrates one application of the language of 
section 201 (b). ‘There is only one key position set forth in section 
203 for postmasters in second-class offices and such position is placed 
by paragraph (26) in salary level PFS-9. If the duties and responsi- 
bilities of the position of postmaster in a large second-class office 
clearly do not match the duties and responsibilities of 1 of the 50 kev 
positions described in section 203, the position of such postmaster is 
not a key position. Therefore, in order to comply with the require- 
ment that the principle of equal pay for substantially equal work be 
followed in ranking positions, if the duties and responsibilities of a 
postmaster in a iarge second-class office are comparable to the duties 
and responsibilities of a postmaster in a small first-class office, the 
Postmaster General would be required to assign such postmaster in a 
large second-class office to salary level PFS-10, the salary level for 
the position of postmaster in a small first-class office. 

A further example is in connection with the key position of motor 
vehicle operator set forth in paragraph (11) of section 203, which is 
placed in salary level PFS-5. One of the additional duties listed for 
such positon is to drive a tractor and semitrailer on occasion. Cer- 
tain employees of the postal field service drive tractors and semi- 
trailers not occasionally, but every day as a regular duty. The duties 
and responsibilities of such employees, therefore, do not fall within 
the description contained in section 203 for such key position of motor 
vehicle operator because the work which each such employee performs 
is of a higher level than the work described for such key position. 
Consequently, the position of each such employee is not a key position. 
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Thus, because of the requirement contained in section 201 (b) that the 
principle of equal pay for substantially equal work be applied by the 
Postmaster General in ranking positions, the Postmaster General 
would be required to assign those employees who regularly drive 
tractors and semitrailers to salary level PFS-6 in accordance with 
section 201. 

Section 201 (c) provides that the determinations of the Postmaster 
General under section 201 shall be the basis for the payment of com- 
pensation and for personnel transactions. In effect, section 201 (c) 
provides that such determinations of the Postmaster General will be 
official for pay and personnel purposes. This result now obtains under 
existing law with respect to actions of the Postmaster General govern- 
ing postmasters, officers, employees, and positions in the postal field 
service. 

APPEALS 


Section 202 relates to appeals by employees to the United States 
Civil Service Commission from certain actions and determinations 
of the Postmaster General with respect to such employees and their 
positions. 

If the employee concerned is in a position other than a key position 
described in section 203 of the bill or other than the positions of post- 
master in a fourth-class office and rural carrier, such employee is 
granted the right by section 202 of the bill to appeal at any time to the 
United States Civil Service Commission to review the definition of 
his position, the assignment thereof to a salary level, and any other 
action taken or determination made by the Postmaster General under 
section 201, in order to determine whether the position of such em- 
ployee has been placed in its appropriate salary level in accordance 
with section 201. 

If the employee concerned is in a key position described in section 
203 of the bill, he is granted the right by section 202 to appeal at any 
time to the United States Civil Service Commission to review any 
administrative action taken or determination made under the pro- 
visions of the bill, with respect to such employee, in order to determine 
whether such employee has been placed correctly in a key position 
on the basis of and in accordance with the descriptions of key positions 
aud the assignments of key positions to salary levels specified in 
section 203 of the bill. 

Section 202 also provides that each appeal to the United States 
Civil Service Commission under authority of such section may be 
made by the employee either individually or together with one or 
more other employees in the postal field service having an identical 
or a similar grievance. 

Section 202 further provides that each such appeal may be made 
by the employee either in person or through his designated repre- 
sentative. It should be noted that section 202 requires that each 
such employee shall designate specifically his representative in each 
instance in which he desires to make an appeal under such section 
through a representative rather than in person. 

In addition, section 202 provides that it shall be the duty of the 
United States Civil Service Commission to act on each appeal of an 
emplovee at the earliest practicable time after such appeal is made. 
It is further required by section 202 that the decision of the Com- 
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mission on such appeal shall be certified forthwith to the Postmaster 
General. It is intended by section 202 that the decision of the Com- 
mission on each such appeal and its certification of such decision to 
the Postmaster General shall specify the appropriate salary level for 
the position concerned and shall direct the Postmaster General to 
place such position in the appropriate salary level specified by the 
Commission. 

It is the duty of the Postmaster General, upon receipt of such 
certificate of the Commission, to take appropriate action in accord- 
ance with such certificate and such action will be official for pay and 
personnel purposes. 

In effect, section 202 of the bill guarantees to employees in the postal 
field service subject to the postal field service schedule the right 
(similar to that provided for officers and employees under the Classi- 
fication Act of 1949) to obtain a review, independent of and outside 
the Post Office Department, of actions taken or determinations made 
by or under authority of the Postmaster General governing the 
assignments of their positions to salary levels. 


KEY POSITIONS 


Section 203 of the bill sets forth 50 key positions in the postal field 
service. These 50 key positions consist generally of standard, related 
tasks commonly performed in the postal field service and, therefore, 
are representative of such service. 

Section 203 designates each of the 50 key positions by title, sets forth 
a specific job description for such position in terms of the basic func- 
tion, the duties and responsibilities, and the organizational relation- 
ships of such position, and specifies the salary level in the postal field 
service schedule to which such position is assigned. It is important 
to note that each of the 50 key positions set forth in section 203 is 
assigned by such section to a salary level in the postal field service 
schedule on the basis of the entire job description of such position, 
rather than by title alone (as is the case under the act of July 6, 1945), 
which indicates merely a general area of work. The salary levels to 
which the 50 key positions are assigned constitute, in the aggregate, 
a schedule of related rates of basic salary. The 50 key positions 
clearly delineate these salary levels and bear a logical relationship 
to each other in terms of the level of difficulty and responsibility of 
the work prescribed for each such position. 

In effect, section 203 is self-operating with respect to those positions 
in the postal field service which match the 50 key positions described 
in such section. ‘The Postmaster General will survey the functions, 
duties, responsibilities, and work requirements of each position in the 
postal field service (other than the positions of postmaster in a fourth- 
class office and rural earrier) in order to determine whether such 
functions, duties, responsibilities, and work requirements fall within 
the scope of 1 of the 50 representative key positions. If such is the 
case, then such former position is a key position and is assigned, by 
the terms of section 203, to the same salary level as that of such 
representative key position. If such is not the case, then such former 
position is not a key position and will be assigned to its appropriate 
salary level in accordance with section 201. 
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The following examples are illustrations of instances in which func- 
tions, duties, responsibilities, and work requirements of employees may 
or may not fall within the scope of the descriptions of the 50 key 
positions. In the case of an employee who serves at the money-order 
window of a large post office, a reference to the description of his 
duties and responsibilities would clearly show that his duties and 
responsibilities fall within the scope of the key position of window 
clerk, level 5, by virtue of paragraph (14) (A) (vii) of section 203, 
relating to the description of such key position. By contrast, an 
employee whose duties and responsibilities consist of operating a 
mimeograph machine would not be assigned to the key position of 
mail handler, level 3, set forth in paragraph (8) of section 203, because, 
as is shown by paragraph (8) (EK) of section 203, the operation of a 
mimeograph machine is an incidental, not a primary part of the 
duties and responsibilities of such key position. Conversely, an em- 
ployee who performs the basic function of a mail handler but whose 
assigned duties and responsibilities do not require him to operate a 
mimeograph machine would, nevertheless, be assigned to the key 
position of mail handler, level 3, because the duties and responsibilities 
of such employee fall within the scope of such key position. 

It should be noted that the inclusion, in the description of the duties 
and responsibilities of a key position, of a particular duty (such as the 
duty of an assistant postmaster, Small First-Class Post Office, level 
9, set forth in paragraph (25) (C) of section 203, to direct a contin- 
uous audit program concerning the accountability of responsible 
finance employees of the post office) does not limit the authority of 
the Postmaster General under the Post Office Department Financial 
Control Act of 1950 (Public Law 712, 8ist Cong.), or any other law, 
to establish and maintain adequate and efficient systems of accounting 
and of internal control to conform to the accounting principles and 
standards prescribed by the Comptroller General of the United 
States. 

DUAL EMPLOYMENT AND EXTRA DUTIES 


Section 204 relates to dual employment and to the assignment of 
postal field service employees to perform duties not specified in their 
position descriptions. 

Under present law, the act of March 1, 1929, as amended (39 
U.S. C., see. 136), and the act of June 19, 1948, as amended (39 
U.S. C., see. 883), such an employee may be utilized in a dual capacity 
or assigned extra duties which are not normally a part of his regular 
duties. An employee so utilized or assigned under such act of March 
1, 1929 (39 U. S. C., see. 136), receives salary at the rate or rates 
provided by law for the services rendered. However, if such employee 
is utilized in a dual capacity in an emergency not in excess of 30 days, 
his rate of compensation may not, under such act of June 19, 1948 
(39 U.S. C., see. 883), be reduced as a result of employment in such 
dual capacity. Since existing laws are contradictory in terms, it is 
impossible to determine with certainty which one is applicable in any 
given case. 

Section 204 (a) authorizes the appointment of an employee to more 
than one position in the postal field service and the payment to such 
employee of compensation at the rate prescribed by law for each such 
position without regard to the limitations contained in the Revised 
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Statutes (secs. 1763, 1764, and 1765) as amended (5 U.S. C., sees. 58, 
69, and 70), which prohibit the payment of more than one salary when 
the combined amount of such salaries exceeds $2,000 per annum and 
prohibit the payment of additional compensation for extra services 
unless authorized by law. 

Section 204 (b) applies to actual dual employment. Under its 
provisions, for example, an employee may be appointed as a janitor 
in salary level 1 with a regular tour of duty of 4 hours each day and 
may also be appointed to a position of special-delivery messenger for 
the remaining 4 hours of the day in salary level 4. Under such 
appointments he may receive pay at the rate provided in this bill for 
his services as a janitor and, in addition, may receive pay at the rate 
provided in this bill for his services as a special-delivery messenger. 

Section 204 (b) authorizes the assignment of an employee to perform 
for periods of limited duration (without change in compensation) duties 
and responsibilities which are not included in the description of his own 
position. However, with one exception, any such emplovee who is as- 
signed for more than 30 days in any calendar year to perform work in 
a position assigned to a salary level higher than the salary level of the 

osition of such employee will be paid, for time in excess of 30 days, 

asic salary computed in accordance with section 502 (a). Such sec- 
tion prescribes the method for fixing the basic salary of anv employce 
who is promoted or transferred to a position in a higher salary level. 
Under the exception, when the assignment to perform the duties of 
a higher level position is for the purpose of serving in a relief capacity 
for his supervisor granted compensatory time pursuant to section 603, 
there will be no increase in pay regardless of the number of days the 
employee serves in that capacity. The exception is provided on the 
assumption that there is little likelihood that the extra assignment in 
a relief capacity will so burden the employee as to require additional 
compensation. Arrangement of work ordinarily will permit a super- 
visor to take his compensatory time during slack periods. ‘The sub- 
ordinate employee relieving the supervisor will have comparatively 
few additional duties and responsibilities under these circumstances. 

Section 204 (b) recognizes that emergency situations arise which 
require occasional and temporary assignment of personnel to perform 
duties other than those specifically set forth in their job definitions 
without change in compensation. Section 204 (b) permits the assign- 
ment of a distribution clerk in salary level 5, for instance, to perform 
the duties of mail handler in salary level 3 without reduction in his 
rate of compensation as a distribution clerk. If, however, the distri- 
bution clerk in salary level 5 is assigned to perform the duties of 
transfer clerk, in salary level 6, for more than 30 days in any one 
calendar year, he will be paid, for each day over 30 during the year he 
works in that position, at the appropriate step rate of salary level 6. 

It is intended that no employee will be required, as a part of his 
daily routine throughout each week and month of the year, to perform 
duties of a higher salary level without being compensated therefor. 
Should a mail handler in salary level 3 be required to perform duties 
of a window clerk for one or more hours each day as a part of his 
daily routine, his position will not fall within the definition of the 
position of mail handler and the Postmaster General will be required, 
under section 201, to review the duties actually performed and assign 
the position to a higher salary level if he determines the additional 
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duties so warrant. If the employee feels aggrieved when such action 
js not taken, he may appeal to the United States Civil Service Com- 
mission under section 202. 

This section will supersede existing laws relating to the utilization 
of postal field service employees in dual capacities and the assignment 
of such employees to perform extra duties. It is intended to remove 
the existing confusion resulting from contradiction in such laws, and 
to make it absolutely clear that section 204 (a) will apply whenever 
an employee is appointed by a formal personnel action to more than 
one position and that section 204 (b) will apply whenever an em- 
ployee is assigned to perform the duties of any position in a salary 
level other than his own. It is intended further that section 204 
will be sufficiently broad to overcome any existing restriction (such 
as the restriction in the act of July 31, 1894, as amended (5 U.S. C., 
sec. 62)) on the payment of dual compensation or the holding of more 
than one office or position, notwithstanding any omission from the 
bill of specific reference to any such restriction. 


TITLE III—BASIC SALARY SCHEDULES 
POSTAL FIELD SERVICE SCHEDULE 


Section 301 establishes the new postal field service schedule. 

The postal field service schedule, for which the symbol is PFS, 
consists of 21 salary levels with a basic salary rate for each of the 7 
steps in each salary level, except that salary level 20 has but 4 steps, 
and salary level 21, the top salary level, has but 1, which is at the 
rate of $14,800. Except for employees whose positions are allocated 
to the rural carrier schedule, or the fourth-class office schedule, the 
basic salary of each employee in the postal field service, other than a 
person who provides services for the Department on a fee, contract, 
job, or piecework basis, shall be paid in accordance with this schedule. 

When the basic salary of each employee whose position will be 
adjusted to this new schedule pursuant to section 304 (b) of this 
bill is, in fact, so adjusted, such schedule will replace the existing 
salary schedules, provisions, and limitations established by the act of 
July 6, 1945 (Public Law 134, 79th Cong.), for such employee. 

Section 301 (b) states the method to be used in computing the basic 
salary for hourly rate employees. In the case of an hourly rate em- 
ployee other than a substitute, the appropriate per annum rate pro- 
vided in the postal field service schedule is divided by 2,080. In the 
case of a substitute hourly rate employee, the appropriate per annum 
rate provided in such schedule is divided by 2,016. 

The reason that different divisors are used in computing basic 
salary for hourly rate employees is explained by the fact that a regu- 
lar hourly rate employee is paid for 8 holidays each year on which he 
normally does not work, while a substitute does not receive pay for 
these 8 holidays unless he actually performs work on such holidays. 
By computing on the basis of a 52-week year with 40 hours of work 
each week, it can be seen that a regular hourly rate employee is paid 
on the basis of 2,080 hours of work per year, 64 hours of which repre- 
sents the 8 paid holidays. Thus, in order to pay the substitute an 
equivalent basic salary per annum, his hourly rate must be based on 
the number of hours which a regular full-time employee is actually 


scheduled to perform work in a year, or 2,016 hours. 
74008°—57 H. Rept., 84-1, vol. 2 
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RURAL CARRIER SCHEDULE 


Section 302 establishes the rural carrier schedule. In addition, 
such section (1) establishes the basis for payment of rural carriers 
serving triweekly routes, (2) provides for the payment of additional 
compensation to rural carriers serving heavily patronized routes, 
(3) permits payment of additional compensation to rural carricrs 
required to carry pouch mail to intermediate post offices, or for inter- 
secting loop routes, and (4) requires the payment to rural carriers 
(subject to certain limitations) of the authorized fee for making 
special delivery of mail. 

Section 302 (a) establishes a basic salary schedule for carriers in 
the rural delivery service, known as the rural carrier schedule (for 
which the symbol is RCS). The basic salary which is paid rural 
carriers must be in accordance with such rural carrier schedule and is 
based in part on fixed compensation per annum and in part on specified 
rates per mile per annum, as established in such schedule. The rura! 
‘arrier schedule contains 7 per annum rates and steps (the same 
number of steps established generally for salary levels in the postal 
field service schedule) for each of the factors making up the basic 
salary paid a rural carrier, This new schedule establishes the sam 
basis of compensation for temporary and substitute carriers as is 
presently provided for by the act of July 6, 1945, as amended (39 
U.S. C., see. 867 (f)), and the act of March 6, 1946 (39 U.S. C., 
sec. 867a). 

Section 302 (b) requires that a rural carrier serving 1 triweekly 
route be paid on the basis of a route one-half the length of such tri- 
weekly route, and a rural carrier serving 2 triweekly routes be paid on 
the basis of a route one-half the combined length of such 2 triweekly 
routes. This subsection reenacts a provision (section 17 (c)) contained 
in the act of July 6, 1945 (39 U.S. C., see. 867 (c)). 

Section 302 (c) permits the Postmaster General to pay such addi- 
tional compensation as he deems fair and reasonable, in each indi- 
vidual case, to rural carriers serving heavily patronized routes not 
exceeding 61 miles in length. Such additional compensation, when 
added to the basic salary (which is defined as excluding longevity 
compensation) for the maximum step in the rural-carrier schedule for 
the route of the particular rural carrier, shall not exceed $4,700 per 
annum. The rural carrier assigned to a heavily patronized route 
which is subsequently extended in length shall not be reduced in pay 
because of such extension. This subsection contains substantially 
the provisions of section 17 (d) of the act of July 6, 1945 (89 U.S. C., 
sec. 867 (d)), with the principal exception that the length of the heavily 
patronized route for which additional compensation may be paid has 
been extended from 45 to 61 miles, and the present aggregate salary 
limitation of $4,370 (which includes longevity compensation) has been 
raised to $4,700 (exclusive of longevity compensation). It should be 
noted that the present equipment-maintenance allowance for rural 
carriers serving heavily patronized routes is reenacted by section 609 
of this bill. 

Section 302 (d) permits the Postmaster General to pay additional 
compensation to rural carriers required to carry pouch mail to inter- 
mediate post offices or for intersecting loop routes. This additional 
payment may be made to the rural carrier if carrying such pouches 





incre 
labor 
not 1 
carry 
exist 

Se 
rural 
prov 
spec 
mail! 
tive 
by tl 
of th 
(39 | 


Se 
tion, 
of p 
gross 
visio 
mast 

Se 
in fe 
(for 
mast 
note 
exch 

Se 
prov 
in 1 
sche 
goric 
8 of 
with 
may 
post 
the s 
post 
rate: 

Se 
post 
char 
sala. 
prec 
pay 
exar 
rece! 
$90( 
basi 
to t 
$1,4 
vers 








tion, 
Tiers 
ional 
ules, 
‘T1ers 
hler- 
‘riers 
king 


rs in 

(for 
rural 
nd is 
sified 
rural 
Same 
ostal 
basic 


same 


nined 


addi- 
indi- 
$ not 
when 
evily 
le for 
0) per 
route 
1 pay 
tially 
Sw. 
avily 
d has 
alary 
been 
Id be 
rural 
n 609 


tional 
inter- 
tional 
uches 





POSTAL FIELD SERVICE COMPENSATION ACT OF 1955 21 


increases his equipment expense, or materially increases the amount of 
labor he performs. Such additional compensation is limited to a sum 
not to exceed $12 per annum for each mile the carrier is required to 
carry such pouches. This subsection reenacts related provisions of 
existing law contained in the act of July 28, 1916 (39 U.S. C., sec. 205). 

Section 302 (e) authorizes the payment of the authorized fee to 
rural carriers for making special daleey of mail. Such subsection 
provides further, however, that such fee shall not be paid when no 
special delivery service is rendered, when delivery is made into a rural 
mailbox, or when delivery is made to the addressee or his representa- 
tive on the rural carrier’s route. The authorized fee is established 
by the act of March 2, 1931 (39 U.S. C., sec. 169a), and the regulations 
of the Postmaster General made pursuant to the act of August 4, 1886 
(39 U.S. C., see. 171). 


FOURTH-CLASS OFFICE SCHEDULE 


Section 303 establishes the fourth-class office schedule. In addi- 
tion, such section contains (1) rules for the adjustment of basic salary 
of postmasters in fourth-class post offices on the basis of changes in 
gross postal receipts and unusual prevailing conditions, and (2) pro- 
visions governing the granting of additional compensation to post- 
masters in fourth-class post offices for extra services performed. 

Section 303 (a) establishes a basic salary schedule for postmasters 
in fourth-class post offices, known as the fourth-class office schedule 
(for which the symbol is FOS). The basic salary paid to such post- 
masters must be in accordance with such schedule. It should be 
noted that this is the only salary schedule in the bill which is based 
exclusively on gross postal receipts. 

Section 8 of the act of July 6, 1945 (Public Law 134, 79th Cong.), 
provides single salary rates for postmasters in fourth-class post offices 
in 17 categories of gross postal receipts. The fourth-class office 
schedule contains 7 per annum rates and steps for each of 8 cate- 
gories or ranges of gross postal receipts. For example, under section 
8 of such act of July 6, 1945, a postmaster in a fourth-class post office 
with gross annual postal receipts ranging between $1,300 and $1,500 
may be paid basic salary of $2,611.20 and no more, even though his 
post office remains in such gross receipts category for 10 years. Under 
the schedule contained in section 303 (a) the basic salary range of such 
postmaster would be from $2,514 to $3,018, the range of per annum 
rates and steps covering 7 years. 

Section 303 (b) specifies the manner in which the basic salary of a 
postmaster in a fourth-class post office shall be readjusted because of 
changes in gross postal receipts. Such readjustment of his basic 
salary, based on the gross postal receipts of his post office for the 
preceding calendar year, will be effected at the beginning of the first 
pay period commencing after the beginning of each fiscal year. For 
example, if, during the preceding calendar year, the gross postal 
receipts of a fourth-class post office in the gross receipts category of 
$900 to $1,299.99 have increased to $1,300 but less than $1,500, the 
basic salary of the postmaster in such post office will be readjusted 
to the appropriate step of the gross receipts category of $1,300 to 
$1,499.99 at the beginning of the above-mentioned pay period. Con- 
versely, if, during the preceding calendar year, the gross postal 
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receipts of a fourth-class post office in the gross receipts category of 
$900 to $1,299.99 have decreased to an amount less than $900 (but 
not below $600), the basic salary of the postmaster in such post office 
will be readjusted to the appropriate step of the gross receipts category 
of $600 to $899.99 at the beginning of the above-mentioned pay period. 

In the readjustment under section 303 (b) of the basic salary of 
any such postmaster to reflect increases in gross postal receipts, such 
basic salary shall be readjusted to the lowest step in the fourth-class 
office schedule, for the gross receipts category to which his post oflice 
is advanced, which provides a basic salary higher than that received 
by such postmaster at the close of the preceding fiscal year. For 
example, the basic salary of a postmaster in a fourth-class post office 
who 1s in step 1 of the gross receipts category of $900 to $1,299.99 
at the close of any fiscal year, with a basic salary of $2,304, will be 
adjusted to step 1 of the gross receipts category of $1,300 to $1,499.99, 
with a basic salary of $2,514, if the gross receipts of his post oflice 
for the preceding calendar year exceed $1,300 but are less than $1,500. 

The foregoing method of readjustment also will apply with respect 
to the readjustment of the basic salary of any postmaster to reflect 
a decrease in gross postal receipts. 

If, in the gross receipts category to which the post office of such 
postmaster is relegated, there is any step which 1s in excess of his 
existing basic salary, his basic salary will be readjusted to the lowest 
such step. For example, the basic salary of a postmaster in step 2 
of the gross receipts category of $1,300 to $1,499.99 at a basic salary 
of $2,598 will be adjusted to step 5 of the gross receipts category of 
$900 to $1,299.99 at a basic salary of $2,612, if the gross receipts of 
his post office for the preceding calendar year are less than $1,300 
but not below $900. 

If there is no such step in the gross-receipts category to which his 
basic salary can be so readjusted, his basic salary will be readjusted 
to the highest step in such category. For example, the basic salary 
of a postmaster in step 5 of the gross-receipts category of $1,300 to 
$1,499.99 at a basic salary of $2,850, will be adjusted to the highest 
step (step 7) of the gross-receipts category of $900 to $1,299.99 at a 
basic salary of $2,766, if the gross receipts of his post office for the 
preceding calendar year are less than $1,300 but not below $900. 

Section 303 (b) also provides that each such increase in basic 
salary because of an increase in gross postal receipts shall be con- 
sidered to be the equivalent of a step increase under section 401 (a) 
of the bill. Section 401 (a), which relates to automatic advancement 
by regular step increases for certain categories of employees, provides 
that each such step increase may be granted only if no “equivalent 
increase” in basic salary from any cause was received during thie 
period of service on the basis of which such step increase would 
otherwise be made. Since section 303 (b) provides that each such 
increase in basic salary because of an increase in gross postal receipts 
shall be considered to be the equivalent of a step increase under such 
section 401 (a), section 303 (b) makes it clear that each such increase 
in basic salary shall prevent the granting of a regular step increase 
under section 401 (a). In effect, a postmaster in a fourth-class post 
office will not be credited with a step increase under section 401 (:) 
after the completion of 52 calendar weeks of service if, during such 
period, his basic salary has been increased on the basis of increased 
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gross postal receipts. In such case, such postmaster will begin his 
new waiting period, for step-increase purposes under section 401 (a), 
at the time of such increase in basic salary. 

The first sentence of section 303 (c) requires that the basic salary 
of each postmaster in a newly established fourth-class post office shall 
be fixed at the lowest salary rate in the fourth-class office schedule, 
that is, at $419, the basic salary of step 1 of the gross receipts category 
of under $100. The second sentence of section 303 (c) provides that 
whenever unusual conditions prevail at any fourth-class post office 
the Postmaster General may advance, in his discretion, such post office 
to the appropriate higher gross receipts category for fourth-class post 
offices, or to the appropriate higher class of post office, indicated by the 
gross postal receipts of such post office for the immediately preceding 
quarter. The foregoing provisions of section 303 (c) are, in effect, a 
reenactment of the second proviso contained in section 2 of the act of 
March 29, 1944 (39 U.S. C., see. 57c). 

The third sentence of section 303 (c) provides that any fourth-class 
post office so advanced to the appropriate category or class shall re- 
main in such category or class until the beginning of the first pay 
period commencing after the Ist day of July of that calendar year 
which immediately follows the calendar year in which such post office 
was so advanced. At that time (that is, at the beginning of such pay 
period) such post office shall again be assigned to the appropriate cate- 
gory or class indicated by the gross postal receipts of such post office 
for the immediately preceding calendar year. This provision of sec- 
tion 303 (c) is to be of the same general effect as the third proviso con- 
tained in section 2 of the act of March 29, 1944 (39 U.S. C., sec. 57c). 

The following example illustrates one application of section 303 (ce). 
Unusual conditions occurring during the first, second, or third quarter 
of any calendar year of operation of a fourth-class post office may 
indicate that such post office will have gross postal receipts in excess 
of $100 for that calendar year. As noted above, such post office may 
be advanced to the appropriate higher gross receipts category for 
fourth-class post offices, or te the appropriate higher class of post 
office, on the basis of the gross nestal receipts of such post office for 
the immediately preceding quarter. Therefore, when such gross 
postal receipts indicate that, because of unusual conditions, such post 
oflice is in the gross receipts category of $1,300 to $1,499.99 instead 
of the gross receipts category of under $100, the postmaster in such 
post office may be advanced to step 1 of the gross receipts category 
of $1,300 to $1,499.99 at a basic salary of $2,514. When such post- 
master has been so advanced in basic salary, such salary shall not be 
changed until the beginning of the first pay period commencing. after 
July 1 of the calendar year immediately following the calendar year 
in which such advancement was made. If, in the example now under 
discussion, the advancement in basic salary was made in April 1955, 
the postmaster concerned could not be placed in a lower gross receipts 
category until July 1, 1956. 

Section 303 (d) relates to the basic salary to be paid to an individual 
who performs the duties and responsibilities of a postmaster at a 
fourth-class post office in those cases where there is a vacancy in the 
position of such postmaster or where the postmaster is absent on 
sick or annual leave or on leave without pay (including military leave). 
Section 303 (d) provides that such individual shall be paid the same 
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basic salary as that to which he would have been entitled if he had 
been appointed as postmaster at such fourth-class post office in the 
regular manner. The effect of this provision is that such individua| 
will receive, for his performance of the duties and responsibilities of 
postmaster, basic salary at the rate provided for the lowest step of 
the gross-receipts category of such post office. Section 303 (d) is 
similar to the act of July 22, 1947 (39 U.S. C., sec. 856b), except that 
under such act such individual would receive the identical compensi- 
tion (including longevity) of the postmaster he replaces. 

Section 303 (e) authorizes the Postmaster General to allow adidi- 
tional compensation to postmasters in fourth-class post offices for 
separating services and on account of unusual conditions during a 
portion of the year (for example, the Christmas season) in lieu of 
an allowance for clerical services for such purpose. Section 303 (c) 
is a reenactment of a provision contained in the act of May 12, 1910 
(39 U.S. C., see. 58). 

Section 303 (f) provides that a seasonal fourth-class post office the 
Postmaster General may authorize the payment of the basic salary 
of the postmaster for the entire year prorated over the pay periods 
such office is open for business during the fiscal year. This provision, 
which repeats the first proviso contained in section 2 of the act of 
March 29, 1944 (39 U.S. C., sec. 57c), obviates the necessity of having 
the postmaster submit claims for salary and secure advances of funds 
during the period when the office is closed. 

Section 303 (g) relates to the relegation of a third-class post office to 
a fourth-class post office. When the gross postal receipts of a third- 
class post office fall below $1,500 for each of 2 consecutive calendar 
years or below $1,400 for any 1 calendar vear, such third-class office 
must be reclassified as a fourth-class post office. The above provision 
is a reenactment of the proviso immediately following the salary 
schedule for third-class post offices in section 8 (a) of the act of July 6, 
1945 (Public Law 134, 79th Cong.). It should be noted, however, 
that section 303 (g) also provides that the basic salary of the post- 
master at any ak third-class office so relegated to the fourth class 
will then be fixed under section 303 (a) and section 303 (b), diseusse«| 
above. For example, a postmaster in a small third-class post office in 
salary level 6 of the Postal Field Service Schedule, who is in step 1 of 
such salary level at a basic salary of $3,880, will be reduced in basic 
salary to $3,018, in accordance with the Fourth-Class Office Schedule, 
if the gross postal receipts of his third-class post office fall to $1,350 
in any calendar year. 

CONVERSION 


Section 304 provides a method for the conversion or adjustment of 
the existing basic salaries of employees to the basic salaries containc«| 
in the postal field service schedule, the rural carrier schedule, and the 
fourth-class office schedule established by sections 301, 302, and 303. 

Section 304 (a) provides that, before the adjustment of the basic 
salary (in effect immediately prior to the effective date of section 304) 
of an employee paid under the act of July 6, 1945 (Publie Law 134, 
79th Cong.), or the Classification Act of 1949, to the appropriate new 
basic salary in the appropriate new schedule, such employee shall be 
given credit for each automatic salary grade increase under such act 
of July 6, 1945, and each within-grade step increase under the Classi- 
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fication Act of 1949, which he has earned, but has not been credited 
with, on or prior to the first day of the first pay period following the 
date of enactment of the bill—the effective date of section 304. 

Section 304 (b) provides specific conversion rules to govern such 
adjustment of the existing basic salary of such employee. It should 
be noted in this connection that section 306 (relating to the conver- 
sion formula) provides that, for purposes of effecting such adjustment, 
the basic salary of such employee shall be deemed to have been in- 
creased by 6 percent and, in effect, adds an additional factor of 6 
percent with respect to existing basic salary for the purposes of the 
conversion rules set forth in section 304 (b). 

Such conversion rules are to the following effect: 

(1) If the existing basic salary of the employee in effect immediately 
prior to the effective date of the postal field service schedule, the 
rural carrier schedule, and the fourth-class office schedule, as the 
case may be (including the 6-percent increase provided by sec. 305), 
is equal to the basic salary for any step established for his position in 
the appropriate new schedule, the basic salary for such step shall be 
established as the new basic salary of such employee. 

(2) If such existing basie salary (including such 6-percent increase) 
is less than the basie salary for the entrance step established for the 
position of the employee in the appropriate new schedule, the basie 
salary for such entrance step shall be established as the new basic 
salary of such employee. 

(3) If such existing basic salary (including such 6-percent increase) 
falls between any 2 rates of basic salary for any 2 steps established for 
the position of such employee in the appropriate new schedule, the 
basic salary for the higher of such 2 steps shall be established as the 
new basic salary of such employee. 

(4) If such existing basic salary (including such 6-percent increase) 
is greater than the basic salary for the highest step established for his 
position in the appropriate new schedule, the employee will retain 
such existing basic salary (including such 6-percent increase) and such 
basic salary and increase shall be established as the new basic salary 
of such employee. 

It should be noted in connection with section 304 that subsection 
(d) (1) of section 710, relating to effective dates, provides that all of 
the conversions or adjustments of the basic salaries of employees under 
section 304 (b) shall be completed within 180 days after the date on 
which section 304 (b) takes effect—that is, 180 days after the first 
day of the first pay period which begins after the date of enactment 
of the bill. Although the greater part of these basic salary conver- 
sions or adjustments will be completed by or within a very short time 
after such effective date, this provision contained in section 710 (d) (1) 
will give the Post Office Department a reasonable period of time in 
which to effect such conversions or adjustments. During such period 
those salary schedules, provisions, and limitations contained in the act 
of July 6, 1945 (Public Law 134, 79th Cong.), as amended, which are 
applicable to and govern the salary of any such employee shall con- 
tinue in effect with respect to such employee until the conversion or 
adjustment of his basic salary is effected under section 304 (b). It 
should also be noted that even though such conversion or adjustment 
may actually be effected on some date after the effective date of sec- 
tion 304 (b), such conversion or adjustment, nevertheless, shall be 
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effective in all cases as of such effective date. Payments of basic 
salary on the basis of any such conversion or adjustment, however, 
shall be reduced by the amounts of basic salary (excluding overtime, 
night differential, and longevity compensation) received by the em- 
ployee on and after the effective date of section 304 (b) and prior to 
the date on which his conversion or adjustment of basic salary to the 
provisions of the bill is actually completed. 

When the basic salary of a rural carrier is converted or adjusted 
under section 304 (b) to the new rural carrier schedule contained in 
section 302, his existing basic salary (composed of fixed per annum 
compensation and compensation per mile per annum), plus 6 percent 
of such basic salary, is compared to the per annum rates and steps for 
his route in the rural carrier schedule in accordance with the conversion 
rules heretofore discussed and such rural carrier is made subject to 
the rural carrier schedule in accordance with such conversion rules. 
If he was receiving heavy duty allowance prior to the effective date 
of this section, the sum received therefor, she 6 percent of such sum, 
will be paid to him after such conversion or adjustment as a part of 
his annual compensation. Any longevity pay to which he is entitled 
under existing law or to which he may become entitled under the bi!! 
is then added to ascertain his total annual compensation. Computa- 
tion of his new compensation in this manner will insure the rural! 
carrier the benefits of section 306 when compensation is determine: 
under section 302 (c) for extension of routes. 


ADDITION OF LONGEVITY STEP INCREASES 


Section 305 provides that when the conversion or adjustment of 
basic salary is actually completed under sections 304 (b) and 710 («) 
with respect to each employee whose basic salary immediately prior 
to such conversion or adjustment was fixed in accordance with the 
act of July 6, 1945 (Public Law 134, 79th Cong.), the increase repre- 
sented by each promotion to a longevity grade which such employee 
has earned, prior to the effective date of his appropriate new schedule, 
in accordance with the act of May 3, 1950 (Public Law 500, 81s: 
Cong.), shall be added to and become a part of his basic compensation 
for purposes of the bill. Section 305 also provides that each suc 
longevity grade-promotion increase shall constitute a longevity step 
increase for purposes of section 404 of the bill and the employee will be 
placed in the appropriate longevity step established by section 404 (a) 
of the bill. The purpose of this latter provision is twofold: first, in 
conjunction with sections 404 (c) and 404 (d), relating to longevity 
service credit and benefits, and section 504, prohibiting the reduction 
of former basic compensation, to prevent the loss by an employee of 
the benefits of his longevity grade promotions under such act of May 
3, 1950; and, second, to remove any implication that assignments to the 
three new longevity steps A, B, and C, which are established under 
section 404 of the bill to replace the longevity grades established by 
such act of May 3, 1950, are to be in addition to, rather than in licu 
of, promotions to the former longevity grades established by such act. 

The following example illustrates the application of section 305 (a). 

A letter carrier may have 18 years of creditable service in the postal 
field service. Under subsection (b) of the first section of the act of 
May 3, 1950 (Public Law 500, 81st Cong.), he would be entitled to 
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promotion to longevity grade B contained in such act. When the 
existing basic salary of such letter carrier is converted or adjusted to 
his new basic salary under section 304 of the bill, he will be placed in 
the new longevity step B contained in section 404 (a) and the amount 
of $200 to which he is entitled will be paid to him in addition to his 
new basic salary. For purposes of the bill, such amount of $200 will 
become a part of his basic compensation. 

Section 305 (b) relates to employees whose basic salary is fixed by 
the Classification Act of 1949 immediately prior to the effective date 
of the postal field service schedule. 

Those employees whose basic salaries are fixed, immediately prior 
to the effective date of the postal field service schedule (the first day 
of the first pay period after the date of enactment of the bill) by the 
Classification Act of 1949 are not granted the addition of prior lon- 
gevity step increases under such act by section 305 (a). However, 
section 305 (b) provides that all creditable service falling within the 
descriptions of service listed in section 404 (c) of the bill which any 
such employee may have performed shall be counted in order to de- 
termine the eligibility of such employee for longevity step increases 
under sections 404 (a) and (b). 

It should be noted that under section 404 hourly rate employees 
(including substitute employees) other than substitute rural carriers 
will be entitled to receive longevity step increases. As in the case of 
employees under the Classification Act of 1949 who are converted to 
the postal field service schedule, all creditable service under section 
404 will be counted, as of the effective date of section 305, to deter- 
mine the eligibility of any such hourly rate employee for longevity 
promotions. 

CONVERSION FORMULA 


(BASIC SALARY INCREASES FOR CERTAIN PURPOSES) 


Section 306 provides a formula for conversion, in accordance with 
section 304 (b), of the existing basic salary (exclusive of longevity 
compensation) of each employee to the appropriate basic salary for 
such employee under the postal field service schedule, the rural carrier 
schedule, or the fourth-class office schedule. It also provides that the 
same formula will be used in the determination of basic salaries under 
section 502 (a), which relates to promotion of employees, and under 
section 504, which contains a prohibition against reduction of former 
compensation as a result of enactment of this bill. 

With respect to such conversion in accordance with section 304 (b), 
section 306 provides that the basic salary received by each employee 
immediately prior to the effective date of section 304 will be redeter- 
mined as though increased by an additional factor of 6 percent. The 
existing basic salary of such employee as thus redetermined will, except 
in the case of a rural carrier, be composed of his per annum basic 
salary (excluding longevity) immediately before such redetermina- 
tion, plus 6 percent thereof. The existing basic salary of a rural 
carrier, as thus redetermined, will be composed of his fixed per annum 
compensation and compensation per mile per annum, plus 6 percent 
thereof. For the purpose of the adjustment of the basic salary of 
an employee under section 304 (b) to a basic salary in the postal 
field service schedule, the rural carrier schedule, or the fourth-class 
office schedule, such redetermined basic salary will constitute the 
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basic salary of such employee in effect immediately prior to thie 
effective date of such schedules. 

Section 306 also provides that the amount of any heavy-duty 
allowance received by a rural carrier immediately prior to redeter- 
mination of his basic salary under section 306 will be increased by 
an additional factor of 6 percent. Such heavy duty allowance as 
thus increased will, under section 304 (b), be added to the basic 
salary as adjusted under such section. The basic compensation of a 
rural carrier who receives a heavy-duty allowance will be composed, 
therefore, of his basic salary as adjusted in accordance with section 
304 (b) (upon the basis of the formula provided in sec. 306) plus 
his heavy-duty allowance as increased by the addition of the 6 per- 
cent factor provided in section 306. 

For the purpose of section 502 (a) (which provides for determina- 
tion of the minimum basic salary of any employee who is promote 
from a position in the postal field service schedule to a position in a 
higher salary level of such schedule), section 306 specifies, in effect, 
that an employee whose basic salary, after adjustment under section 
304 (b) (4), is composed of the salary he was receiving under the act of 
July 6, 1945, as amended, plus 6 percent, shall continue to receive such 
basic salary upon promotion to a position in a higher level, if such 
basic salary exceeds the maximum scheduled rate for such higher level, 

Section 306 further provides, in effect, that, for purposes of 
section 504, the basic compensation of an employee (except a rural 
carrier) immediately prior to adjustment under section 304 (b) shall 
be composed of basic salary immediately prior to such adjustment, plus 
6 percent thereof, plus longevity, and that the compensation of a 
rural carrier immediately prior to such adjustment shall be compose: 
of the aggregate (increased by 6 percent) of his fixed per annum 
compensation, his compensation per mile per annum, and any heavy- 
duty compensation, to which shall be added any longevity compensa- 
tion to which he may be entitled. 


TITLE IV—STEP INCREASES 
AUTOMATIC ADVANCEMENT BY STEP INCREASES 


Section 401 establishes the method by which an employee in thie 
postal field service is automatically advanced through the steps of 
his salary level. 

Section 401 (a) provides that each employee whose position is 
allocated to the rural carrier schedule, the fourth-class office schedule, 
or to salary level PFS—10 or lower in the postal field service schedule 
(other than a substitute employee in the Postal Transportation 
Service whose position is allocated to salary level PFS-6 as a distribu- 
tion clerk in a railway or highway post office), who has not reached 
the highest step for the salary level of his position, shall be advanced 
successively to the next higher step of such salary level at the begin- 
ning of the first pay period following the completion of each 52 cal- 
endar weeks of satisfactory service. If during such 52-week period 
the employee received an equivalent increase in basic salary from 
any er, he does not receive an automatic step increase for such 
period. 

Any employees whose continuous service in the postal field service 
is interrupted by service in the Armed Forces will have the benefit 
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of successive step increases preserved, under regulations of the Post- 
master General. This latter provision is similar to a provision of 
section 701 of the Classification Act of 1949, as amended (5 U.S. C., 
sec. 1121 (c)). 

Section 401 (b) deals with employees in positions allocated to salary 
level PFS—11 or higher in the postal field service schedule. Any such 
employee is to be advanced up to and including step 4 of his salary 
level as provided in section 401 (a). The Postmaster General shall 
advance, under regulations prescribed by him, any such employee 
to the steps above step 4, only by reason of superior performance on 
the part of such employee but not more than one advancement can 
be made for superior performance in any one 52 calendar-week period. 

Section 401 (c) permits a substitute employee in the Postal Trans- 
portation Service whose position is allocated to salary level PFS-6 
as a distribution clerk in a railway or highway post office at salary 
level PFS—6 to receive automatic step increases as provided in section 
401 (a) up to and including step 4 of such salary level of PFS-6 but 
not beyond such step. 


CREDITABLE SERVICE FOR ADVANCEMENT 


Section 402 relates to the eligibility of employees in the postal field 
service to earn step increases in accordance with section 401 and to 
the service of such employees which is creditable for advancement for 
purposes of such step increases. 

Section 402 extends to each employee in the postal field service the 
eligibility to earn, in accordance with the provisions of the bill, the 
step increases provided by section 401. 

All service performed by an employee while on the rolls in the 
postal field service will be creditable service for purposes of such step 
increases, except that no credit will be allowed for time on the rolls 
under a temporary appointment for 1 year or less unless such time on 
the rolls is continuous to the date of the appointment of the employee 
to a position of unlimited duration, 

In the case of a temporary employee serving under an appointment 
which is limited to 1 year or less, no credit for step increase purposes 
under section 401 will be allowed for service performed under such 
appointment unless such employee is given an appointment of un- 
limited duration without any break in his service. 

kor example, if any such temporary employee who is serving under 
an appointment limited to 1 year or less has received automatic 
salary grade increases under the act of July 6, 1945 (Public Law 134, 
79th Cong.), prior to adjustment to the new postal field service 
schedule, he will retain his compensation in effect immediately prior 
to such adjustment (including the 6-percent increase in basic salary 
provided by sec. 306). However, he will be assigned to step 1 of the 
salary level of his position by reason of section 503, which provides 
that a temporary employee appointed for a continuous period of 1 
vear or less to a position under the postal field service schedule shall 
be paid basic salary at the entrance step (step 1) of the salary level of 
the position to which he is appointed. If, thereafter, such employee 
receives an appointment of unlimited duration to such position, all 
continuous service performed by him in such entrance step of the 
salary level of such position prior to the effective date of such appoint- 
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ment will be credited for purposes of step increases under section 401 
and, on the basis of such service, he will be advanced to the appropriate 
step of the salary level of such position. 

It should be noted that in the case of a temporary rural carricr 
serving in the absence of a regular rural carrier on leave without pay 
or on military leave, the service performed by the temporary rural 
carrier is deemed to be performed on behalf of the absent regular 
rural carrier. Therefore, in such case the time on the rolls of the 
temporary rural carrier constitutes creditable service for purposes of 
advancement by step-increases under section 401. 


ADJUSTMENT OF SERVICE CREDIT 


Section 403 contains provisions relating to the adjustment of 
service credit for purposes of establishing eligibility for step-increases 
under section 401. 

Section 403 (a) provides that each employee whose basic salary is 
adjusted on the effective date of the postal field service schedule, 
the rural carrier schedule, and the fourth-class office schedule (that 
is, the first day of the first pay period beginning after the date 
of enactment of the bill) shall begin his waiting period of 52 weeks 
for step-increase purposes on the date of such adjustment of his basic 
salary. 

Section 403 (b) provides that each employee in one of the automatic 
salary grades fother than the maximum automatic salary grades) 
provided by the act of July 6, 1945 (Public Law 134, 79th Cong.), 
immediately prior to such adjustment of his basic salary, may retain, 
for step-increase purposes under section 401, his anniversary date 
established under such act if the increase in basic salary which he 
receives by reason of such adjustment is less than a certain propor- 
tionate part, based on and allocable to his service under such act since 
his last automatic salary grade increase thereunder, of the next 
automatic salary grade increase which he would have received under 
such act, determined in the following manner: 

First, the amount of the increase, which he receives by reason of 
the adjustment of his basic salary (including the 6 percent increase 
provided under sec. 306) to the appropriate schedule in the bill, is 
ascertained. 

Second, the amount of the automatic salary grade increase with 
which he would have been credited at the beginning of the quarter 
following his next anniversary date under such act of July 6, 1945, 
and that proportionate part thereof based on and allocable to his 
service under such act since his last automatic salary grade thereunder, 
are ascertained. 

Third, if the amount of the increase which he receives by reason 
of the adjustment of such basic salary to the appropriate schedule 
contained in the bill is less than the above-specified proportionate 
part of the amount of the above-specified automatic salary grade 
increase, such employee will retain his anniversary date established 
under such act of July 6, 1945. 

Under section 403 (a), each employee who is given credit under 
section 304 (a), before conversion, for an automatic salary grade 
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increase under the act of July 6, 1945, would not retain his anni- 
versary date established under such act and would begin a new waiting 
period of 52 weeks on the effective date of conversion under section 
304 (b). 

In the case of each other employee (except a rual carrier) who had 
not attained, on the effective date of conversion, the maximum 
automatic salary grade of his position, his service credit will be ad- 
justed and anniversary date determined as provided by section 403 (b). 

The following examples in tabular form illustrate the application 
of section 403, an effective date of April 1, 1955, being assumed for 
adjustment purposes. 

The following table demonstrates the extent to which the amount of 
increase on adjustment affects the anniversary date: 


Amount of increase on adjustment 


OTS SHE DUCE odes concen Begins new waiting period under sec. 401 

$60 GO Ssacesceacnwase Retains anniversary date if such date occurs prior to 
July 1 

SE BG is tn cactcnschun Retains anniversary date if such date occurs prior to 
Oct. 1 

Less than $25........... Retains anniversary date if such date occurs prior to 
Jan. 1 


The following table indicates the respective amounts of increase 
on adjustment with respect to city carriers: 








| 

Salary under! Salary after Adjusted Amount of 
Grade under Public Law 134 Public Law |  6-percent salary, increase on 
134 increase level 5 adjustment 

$3, 270 $3, 466 $3, 640 $174 

«3, 370 3, 572 3, 640 6s 

3, 470 3, 678 3, 760 82 

3, 570 3, 784 3, 880 96 

3, 670 3, 890 4, 000 110 

3, 770 3, 996 4, 000 4 

3, 870 4, 102 4, 120 18 

3, 970 4, 208 4, 240 32 

4, 070 4,314 4, 360 46 




















On the basis of the foregoing table the following observations may 
be made. Letter carriers whose basic salaries on the effective date of 
adjustment to the postal field service schedule are $3,270, $3,470, 
$3,570, and $3,670 will begin a new waiting period under section 403. 
Letter carriers in grade 2 at a basic salary of $3,370, whose anniversary 
dates will occur prior to the beginning of the next fiscal year (July 1, 
1955), will retain their anniversary dates established under the act of 
July 6, 1945, but all other letter carriers in grade 2 will begin a new 
waiting period on the effective date of adjustment. All letter carriers 
in grade 6 at a basic salary of $3,770 and in grade 7 at a basic salary 
of $3,870 on such effective date will retain their anniversary dates 
established under the act of July 6, 1945, if their basic salaries are not 
adjusted under section 304 (a). Letter carriers in grade 8 whose 
anniversary dates occur prior to the beginning of the second quarter 
of a fiscal year will retain their existing anniversary dates but the other 
letter carriers in grade 8 will begin a new wailing period on the effective 
date of adjustment, 
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LONGEVITY STEP INCREASES 


Section 404 establishes the new longevity steps A, B, and C and 
specifies the kind and amount of creditable service required for 
assignment thereto. 

Section 404 (a) establishes 3 new longevity steps A, B, and C 
replace the existing 3 longevity grades A, B, and C established by the 
act of May 3, 1950 (Public Law 500, 8ist C ong.). It should be noted 
that each employ ee in the postal field serv ice, including each employee 
paid on an hourly rate basis and each substitute employee, will be 
eligible to earn longevity step increases under section 404, except that 
such eligibility will not extend to a substitute rural carrier. The 
amount which each employee will receive for each promotion or assign- 
ment to one of the new longevity steps will be at the rate of $100 a 
year, except that, in the case of a postmaster at a post office of the 
fourth class, such amount will be either at the rate of $100 a year or 
an amount equal to 5 percent of his basie salary, whichever is the 
lesser. In the computation of such 5 percent longevity increase, it is 
required that the amount of such increase shall be rounded to the 
nearest dollar and that a half dollar or one-half cent shall be rounded 
to the next highest dollar or cent, respectively. 

Section 404 (b) provides that each employee shall be assigned to the 
new longevity steps A, B, and C at the beginning of the pay period 
following the completion of 13, 18, and 25 years of service, respectively. 
This requirement with respect to the number of years of creditable 
service required for promotion or assignment to such longevity steps 
is the same as that contained in subsection (b) of the first section of 
such act of May 3, 1950, except that the effective date of each such 
promotion or assignment is changed from the beginning of the quarter 
following the completion of the required period of service to the first 
day of the first pay period following the completion of the required 
period of service, in order to conform to the new biweekly pay period 
system which is established for the postal field service by section 601 
of the bill. 

Section 404 (c) (1) specifies the service which is creditable for pur- 
poses of promotion or assignment to the new longevity steps. Such 
service is as follows: 

(1) All time on the rolls in the postal field service or in the Post 
Office Department, except time on the rolls as a substitute rural 
carrier; 

(2) All time on the rolls in the custodial service of the Department 
of the Treasury continuous to the date of the transfer of the employee 
to the custodial service of the Post Office Department in accordance 
with Executive Order No. 6166, dated June 10, 1933; 

(3) All time on the rolls as a special-delivery messenger at a post 
office of the first class; 

(4) all time on the rolls as a clerk in a post office of the third class 
for which payment is made from authorized allowances. 

The above-specified service is identical to the service specified in 
subsection (c) of the first section of such act of May 3, 1950, as 
creditable for promotion or assignment to the former longevity grades. 

Section 404 (c) (1) replaces. an almost identical provision to the 
same effect in subsection (c) of the first section of the act of May 3, 
1950. 
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Section 404 (c) (2) relates to the determination of service which 
is creditable for purposes of promotion or assignment to the new 
longevity steps in the case of an employee w hose continuous service 
in the postal field service or in the departmental service of the Post 
Office Department shall have been interrupted by service with the 
Armed Forces of the United States or to comply with a transfer 
during war or national emergency as defined by the United States 
Civil Service Commission. Section 404 (c) (2) provides that all time 
engaged in such service with the Armed Forces or on such transfer 
during war or national emergency shall be credited pro rata for each 
week of such service. The foregoing provisions of section 404 (ec) (2) 
are to the same effect as comparable provisions in subsection (c) of 
the first section of the act of May 3, 1950, except that (1) such pro 
rata credit is also granted by the bill for time engaged on a transfer 
during a national emergency as defined by the United States Civil 
Service Commission, and (2) such credit is granted pro rata for each 
week of such service (rather than for each year of such service, as 
provided by the act of May 3, 1950), in order to conform to the new 
system of 26 biweekly pay periods a year established for the postal 
field service by section 601 of the bill. 

Section 404 (c) (2) also provides that all service specified in section 
404 (c) (1) and section 404 (c) (2), whether continuous or intermit- 
tent, shall be credited on the basis of 1 week for each whole week the 
employee has been on the rolls, except that credit will not be allowed 
for time on the rolls under a temporary appointment for 1 year or 
less unless such time on the rolls is continuous to the date of appoint- 
ment to a position of unlimited duration. That part of the foregoing 
provision to the effect that all such service will be credited on the 
basis of 1 week for each whole week the employee has been on the 
rolls represents a change from the existing requirement that such 
credit be given on the basis of one-twelfth of a year for each whole 
calendar month the employee bas been on the rolls, in order to con- 
form to the new biweekly pay period system established by section 
601 for the postal field service. 

It should be noted that section 404 (c) (2) restates the application 
to temporary employees of the provision thereof relating to creditable 
service under section 404 (c) (1) and (2). Such restatement with re- 
spect to creditable service for temporary employees differentiates be- 
tween 2 types of temporary employees—those who serve under ap- 
pointments limited to 1 year or less and those who serve under ap- 
pointments of unlimited duration. As a result, section 404 (c) (2) of 
the bill provides that all such service performed under a temporary 
appointment will be credited for purposes of longevity step-increases 
in accordance with section 404, excepting any such temporary ap- 
pointment which is for 1 year or less. Even in the case of a temporary 
appointment for 1 year or less, all such service performed thereunder 
will be credited if the time on the rolls under such te mporary appoint- 
ment is continuous to the date of an appointment to a position of 
unlimited duration. 

Section 404 (d) relates to the preservation of certain existing rights, 
credits, and benefits for purposes of longevity step increases under 
section 404. Section 2 of the act of May 3 3, 1950, now provides that 
employees on the rolls on the date of enac tment of the act of May 3 
1950, who were in the highest automatic grades of their positions or 
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in additional grades, shall retain promotion credit earned under certain 
other provisions of law and thereafter shall be promoted to longevity 
grades A, B, and C at the beginning of the quarter following the com- 
pletion of 3, 5, and 7 years of service, respectively, in the next lower 
grade. Such section 2 also provides that if any such employee be- 
comes eligible for promotion under the existing subsection (b) of the 
first section of the act of May 3, 1950, such employee shall be promoted 
in accordance with that subsection. 

Section 404 (d) specifically provides that employees on the rolls on 
the effective date of section 404 who are entitled to promotion credit 
for longevity purposes under such section 2 of the act of May 3, 1950, 
shall retain all rights and benefits established or continued under such 
section 2 to the same extent as though such section 2 had remained in 
effect. Section 404 (d), therefore, preserves the rights and benefits of 
such section 2 in those cases where the employee will be benefited 
thereby for purposes of longevity step increases under section 404 of 
the bill and, in effect, continues the existing provisions of such section 
2 for such purpose, except that any promotion to a longevity step in 
accordance with the provision of such section 2 will take effect on the 
first day of the first pay period following the completion of the re- 
quired period of service (rather than at the beginning of the quarter 
following the completion of such required period of service, as is now 
provided in such section 2) in order to conform to the new biweekly 
pay period system established for the postal field service by section 
601. 

Section 404 (e) provides that longevity step increases under section 
404 shall not be considered to be “equivalent increases” within thie 
meaning of section 401 (a) of the bill. Section 401 (a), which relates 
to automatic advancement by regular step increases for certain 
categories of employees, provides that each such step increase may 
be granted only if no “‘equivalent increase” in basic salary from any 
cause was received during the period of service on the basis of which 
such step increase would otherwise be made. By providing that 
longevity step increases under section 404 shall not be considered to 
be “equivalent increases’ within the meaning of section 401 (a), 
section 404 (e) makes it clear that the granting of a longevity step 
increase under section 404 shall not affect the granting of a regular 
step increase under section 401 (a). 


TITLE V—GENERAL COMPENSATION RULES 
APPOINTMENTS 


Section 501 authorizes the Postmaster General to appoint any 
individual, who has been employed in a civilian capacity in any 
branch of the Federal Government (including the municipal govern- 
ment of the District of Columbia), to a position of a certain type in 
the postal field service. Such type of position to which appointments 
may be made in this manner is either a position in a regional or 
district office or a professional or scientific position. ‘The Postmaster 
General may place such individual so appointed in any step in the 
salary level of the postal field service schedule which is less than one 
full step above the highest rate of basic salary (excluding longevity 
compensation) which such individual received from the Federal 
Government or the municipal government of the District of Columbia. 
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For example, it is not necessary that an individual who has been 
employed in a civilian capacity by the Federal Government or the 
municipal government of the District of Columbia be assigned to the 
entrance step of the salary level of the position in the postal field 
service to which he is appointed if such position is in a regional or 
district office or is of a professional or scientific character. He may, 
instead, be assigned to that step in the salary level of his new position 
which is less than: one full step above the highest basic salary he re- 
ceived from the Federal Government or the municipal government of 
the District of Columbia. 

If an individual in the first step of grade 11 of the general schedule 
of the Classification Act of 1949, at a rate of basic salary of $5,940 is 
to be appointed to a position in the postal field service in salary level 
PFS-10 of the postal field service schedule, such individual may be 
assigned to step 5 of salary level PFS-10, at a basic salary of $6,020, 
in the postal field service schedule. 

Except for appointments to positions mentioned in section 501, the 
present practice of the Post Office Department of appointing each 
employee new to the postal field service to the lowest step of the salary 
level for the position to which he is appointed, and the present practice 
with respect to reinstatements to the postal field service, is expected 
to be continued. 

PROMOTION 


Section 502 contains provisions relating to promotions and trans- 
fers to higher positions in the postal field service. Such section (1) 
provides a method of determining the basic salary of an employee 
in the position to which he is promoted and (2) provides that regular 
clerks and carriers in first- and second-class offices do not become 
cligible for promotion to positions in higher salary levels in their 
respective offices until they have advanced to the maximum steps 
of the salary levels of their respective positions. 

Section 502 (a) provides that any employee who is promoted or 
transferred to a position in a higher salary level of the postal field 
service schedule shall be paid basic salary at the lowest step of such 
higher salary level which exceeds his existing basic salary by not less 
than the difference between (1) the entrance step of the salary level 
from which he is promoted or transferred, and (2) the entrance step 
of the salary level immediately above the salary level from which he 
is promoted or transferred. Section 502 (a) further provides that 
such employee shall be paid, in those cases in which there is no step 
in the higher salary level (to which the employee is promoted or 
transferred) which exceeds his existing basic salary by at least the 
amount of such difference, the higher of the following amounts of 
basic salary: (1) the amount of basic salary prescribed for the maxi- 
mum step of the higher salary level of the position to which he is 
promoted or transferred, or (2) his existing basic salary. 

For example, a distribution clerk whose position is in salary level 5 
of the postal field service schedule receives $4,360 in basic salary at 
the maximum step of such salary level. Upon his promotion to the 
position of transfer clerk in salary level 6, his basic salary will be in- 
creased by at least the difference between (1) the basic salary of the 
entrance step (step 1) of the salary level (level 5) of the position of 
distribution clerk, which he is leaving, and (2) the entrance step (step 
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1) of the salary level (level 6) of the position of transfer clerk, to which 
he is promoted. Such difference is $240. To receive this minimum 
increase in basic salary, such employee will be placed in step 7 of such 
salary level 6 at a basic salary of $4,630. This step is the only step in 
such salary level 6 which would rovide the minimum increase in basic 
salary for such employee. If there is no such step in salary level 6 
which provides such minimum increase, such employee will either con- 
tinue to receive his existing basic salary or will receive the basic salary 
for the highest step of the position to which he is promoted, whichever 

rate of basic salary is the higher. 

Section 502 (b) provides that regular clerks and carriers in first- and 
second-class offic es are not eligible for promotion to higher level 
positions in their respective offices until they are in the maximum 
steps of their respective positions. Present law restricts promotion 
of regular clerks and carriers at post offices of the first 2 classes to those 
of the 3 highest automatic grades. In each case, under this bill and 
present law, when such clerks are not available, those clerks and 
carriers in the lower steps or grades are eligible for promotion, 


COMPENSATION OF CERTAIN TEMPORARY EMPLOYEES 


Section 503 provides that a temporary employee who is appointed 
for a continuous period of 1 year or less to a position in the postal 
field service schedule shall be paid basic salary at the entrance step— 
step 1—of the salary level of the position to which he is appointed. 


PROHIBITION ON REDUCTION OF FORMER COMPENSATION 


Section 504 provides that the basic compensation of an employee 
on the rolls on the effective date of the three basic salary schedules 
shall not be deemed to be reduced, as a result of this bill, to an amount 
less than his basic compensation immediately prior to adjustment 
to such schedules. The basic compensation immediately prior to 
adjustment is the basic compensation provided by the act of July 6, 
1945 (Public Law 134, 79th Cong.), as amended, or by the Classi- 
fication Act of 1949, as amended, as increased by addition thereto of 
a 6 percent factor in accordance with section 306, plus longevity com- 
pensation. 

For example, a clerk in the existing grade 9 under the act of July 
6, 1945, as amended, is performing duties of a file clerk and is receiving, 
immediately prior to the effective date of the 3 basic salary schedules 
in the bill, the sum of $4,070 in basic salary. Upon conversion he is 
assigned to the position of file clerk, level 3, with a maximum scheduled 
basic salary rate of $3,990, Such existing basic salary plus 6 percent 
thereof will be preserved. This means that he will receive, after his 
assignment to the above-mentioned position of file clerk, level 3, a 
total of $4,314 in basic salary (composed of his basic salary of $4,070 
under the act of July 6, 1945, plus 6 percent thereof) for serving in a 
position the maximum scheduled basic salary rate for which is $3,990. 
It should be observed that this example is made without reference to 
longevity compensation. It should be noted (1) that the existing 
longevity compensation earned by such employee under the act of 
May 3, 1950, is preserved and (2) that such employee will also be 
eligible to earn longevity step increases in the position to which he is 
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assigned under the provisions of the bill in addition to any longevity 
step increase which he has earned in accordance with the act of May 3, 
1950. 

Section 504 does not require that an employee’s basic salary be 
forever frozen in circumstances such as changes in the mail volume 
or in gross postal receipts or the elimination, curtailment, or con- 
solidation of presently existing postal services or functions. Nor 
does section 504 prohibit reduction in basic salary by reason of 
reduction-in-force programs or disciplinary demotions or transfers 
when such personnel transactions are taken pursuant to law or regu- 
lations. The following examples illustrate types of situations which 
are not affected by this section: 

(1) It is intended that an employee with his consent may be assigned 
to a lower level position with reduction in basic salary, in lieu of 
separation from the postal service, when he is unable to perform the 
duties of his higher level position. 

(2) When the gross postal receipts of a fourth-class post office 
place the office in a lower gross postal receipts category, the basic 
salary of the postmaster shall be reduced to the appropriate step in 
the lower gross postal receipts category. 

(3) When the responsibilities and duties of a postmaster in a 
first-, second-, or third-class office are substantially reduced because 
of substantial changes in the volume of mail handled, the basic salary 
of the postmaster may be reduced to the proper salary level for his 
pa office determined through the application of section 201 of the 
bill. 

(4) When the route of a rural carrier is reduced in length, the basic 
salary of the rural carrier shall be reduced to the appropriate basic 
salary as required by the rural carrier schedule. 


TITLE VI—PAY ADMINISTRATION 
PAY PERIODS AND COMPUTATION OF RATES 


Section 601 establishes the biweekly pay period system for em- 
ployees in the postal field service. Most of the other officers and 
employees of the Federal Government are presently paid on a biweekly 
pay period basis by virtue of the Federal Employees Pay Act of 1945, 
as amended. 

Section 601 (a) provides that employees in the postal field service 
shall be paid compensation in 26 installments, and each such install- 
ment shall be the compensation for a 2-week pay period. Under 
section 7 of the act of July 6, 1945 (Public Law 134, 79th Cong.), 
the annual compensation of an employee in the postal service is divided 
into 12 equal installments, 1 of which is the pay for each calendar 
month, and one-half of each such installment is payable on the 16th 
day of each month and one-half on the Ist day of the following month, 
or as soon as practicable after such dates, 

Section 601 (b) requires an employee other than an hourly rate 
employee to be paid, as basic compensation for a full 2-week pay 
period, an amount equal to one twenty-sixth of his annual basic 
compensation (which includes basic salary plus longevity). Whenever 
it is necessary to pay an employee for only a part of a pay period, the 
basic compensation paid such employee shall be computed in accord- 
ance with the rules stated in section 601 (qd). 
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Section 601 (c) requires that an hourly rate employee be paid, as 
basic compensation for the 2-week pay period, an amount equal to 
the product of multiplying his hourly rate of basic compensation 
(which includes any longevity compensation he may be receiving) 
by oe number of hours of work for which he has credit during such 

eriod. 
3 Section 601 (d) establishes the following rules for computing rates 
of compensation other than annual rates. 

In order to compute an hourly rate of basic compensation for an 
employee other than a substitute, his annual rate of basic compensa- 
tion is divided by 2,080. 

In order to compute an hourly rate of basic compensation for a 
substitute employee, his annual rate of basic compensation is divided 
by 2,016. 

he order to compute the daily rate of basic compensation for an 
employee, other than one who is a postmaster, postal inspector, or 
rural carrier, his hourly rate of basic compensation is multiplied by 
the number of hours of work he is required to perform in a day. 

It is to be noted that the factor of 2,080 will be applied uniformly 
throughout the service in computing hourly rates of basic compensa- 
tion in order to determine overtime compensation under section 603 
and night-differential pay under section 604. This same factor will 
also be used in determining deductions for leave without pay in con- 
trast to the present method which is based on one three-hundred-and- 
sixtieth of a year or 2,880 hours. 

In order to compute the daily rate of compensation for a post- 
master, postal inspector, or a rural carrier, subsection (d) provides 
that the annual rate of compensation of such employee is divided by 
312. For this group of employees, the daily rate is computed by 
multiplying the 6 days of service per week by the 52 weeks in a year. 
This change in computation from a basis of 360 days a year to 312 
days a year will permit a substitute rural carrier to earn, for any 
period of time worked, an amount equal to that which the regular 
carrier would earn for such period. 

Section 601 (e) prohibits an employee (other than an hourly rate 
employee) from receiving more than one-twenty-sixth of his basic 
compensation during any one 2-week pay period as his basic com- 
pensation for such pay period, excepting any lump-sum payment for 
accumulated leave which he may receive on the termination of his 
employment. 

Section 601 (f) provides that all rates of compensation shall be 
computed to the nearest cent, counting one-half cent and over as a 
whole cent. 

Section 601 (g) provides that the gross amount of earnings of an 
employee to whom this bill applies for a pay period which begins in 
one fiscal year and ends in another fiscal year may be charged against 
the appropriation or allotment current at the end of such pay period. 


HOURS OF WORK 


Section 602 provides that employees shall not be required to work 
more than 8 hours each day, unless it is otherwise provided in the bill. 
The work schedule of the employees is required to be so regulated that 
the 8 hours of work shall not extend over a longer period than 10 
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consecutive hours. This section is similar to the provisions of sections 
2 and 16 (q) of the act of July 6, 1945 (Public Law 134, 79th Congress; 
39 U.S. C., sees. 852 and 866 (q)) insofar as such provisions require 
that each day of work shall consist of 8 hours of work performed within 
10 consecutive hours. 


COMPENSATORY TIME, OVERTIME, AND HOLIDAYS 


Section 603 contains the rules for granting compensatory time and 
payment for overtime and holiday work to employees subject to the 
postal field service schedule (other than those of such employees 
exempted from this section by section 605). In emergency situations 
and when the needs of the postal service so require, employees may be 
required to work more than 8 hours in 1 day or on Saturdays, Sundays, 
or holidays. 

The first rule of section 603 is that each employee in or below salary 
level PFS-8 must be paid at the rate of 150 percent of his hourly 
basic compensation for all work in excess of 8 hours in 1 day. 

The second rule is that the Postmaster General shall make regula- 
tions which shall authorize the granting of compensatory time for 
work performed by employees in or below salary level PFS—8 on Sat- 
urdays and Sundays. The time allowed must equal the time worked 
on Saturdays and Sundays. There is one exception to this rule; 
namely, that the Postmaster General may authorize the payment of 
overtime in lieu of compensatory time for Saturday and Sunday work 
performed during the month of December. The rate to be paid is 
150 percent of the hourly basic compensation of the employee. This 
rule also permits the accumulation of hours of service performed on 
Saturdays and Sundays but when the accumulation totals 8 hours 
the employee must be granted 1 full day of compensatory time. 

The third rule is that the Postmaster General shall make regulations 
which provide for the granting of compensatory time or the payment 
of premium compensation to employees in or below salary level 
PFS-8, for work performed on holidays. Holidays are those referred 
to in the act of December 26, 1941 (5. U.S. C., see. 87b), or are days 
designated as holidays for Federal employees generally by Executive 
order. “Premium compensation” constitutes, for the purposes of 
this section, additional compensation for performance of work on 
holidays. As a general rule, all employees in the postal field service, 
even though they do not work on a holiday, receive 1 day’s pay for 
each holiday. Therefore, under this third rule, if an employee in or 
below salary level PFS-8 is required to work on a holiday, he wil 
receive 1 extra day’s pay or be given compensatory time within 30 
working days. If, however, the holiday is Christmas Day, he will 
receive additional compensation equal to the pay for a day and 
one-half, 

The fourth and last rule of section 603 is that the Postmaster General 
is required to prescribe regulations which provide for the granting of 
compensatory time to employees in or above salary level PFS-9 
who are required to work overtime or on holidays. Such employees 
may not receive overtime pay. Saturday and Sunday work will 
come within this rule, 
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NIGHT WORK 


Section 604 provides that an employee who works between 6 p. m. 
and 6 a. m. will receive extra compensation for each hour of such night 
work at the rate of 10 percent of his hourly basic compensation. This 
10 percent differential is not to be included in computing overtime 
compensation to which such an employee may be entitled. Thus, 
for night duty on a job paying $1.50 per hour an employee would 
receive $1.65 per hour. For overtime on such a job, where he receives 
night-pay differential, the employee with the same $1.50 per hour 
rate would receive $2.40 per hour, 

Section 604 is essentially the same as section 5 of the act of July 6, 
1945 (39 U.S. C., sec. 855), relating to night differential pay. 


EXEMPTION OF CERTAIN EMPLOYEES FROM CERTAIN PROVISIONS 
RELATING TO PAY ADMINISTRATION 


Section 605 exempts certain employees from the hours of work 
requirement of section 602, the compensatory time, overtime, and 
holiday provisions of section 603, and the night-differential provisions 
of section 604. 

Heads of regional or district offices, and such other employees of the 
headquarters staff in those offices as the Postmaster General may desig- 
nate, are exempted from the provisions of sections 602, 603, and 604 
and may be required to work (1) more than 8 hours in 1 day, (2) at 
nighttime, and (3) on Saturdays, Sundays, or holidays and may not 
receive additional compensation, overtime pay, or compensatory time 
for work so performed. All postmasters, rural carriers, post office in- 
spectors, traveling mechanicians, and traveling examiners of equip- 
ment and supplies come within the same exemption. 

Employees in the Postal Transportation Service who are assigned 
to road duty and substitute employees are exempt from the 8-in-10 
hour rule of section 602 and the compensatory time, overtime, and 
holiday provisions of section 603. Overtime compensation for clerks 
in the Postal Transportation Service assigned to road duty is provided 
for in section 607. 

The 8-in-10 hour rule of section 602 does not apply to clerks in post 
offices of the third class. The overtime and compensatory time pro- 
visions of section 603 do not apply to work performed on Saturdays 
and Sundays by hourly rate regular employees. 


SUBSTITUTE EMPLOYMENT 


Section 606 (a) authorizes the Postmaster General to prescribe the 
conditions under which substitute positions may be established. This 
means that the Postmaster General may, as the needs of the service 
require, establish or elect not to establish, substitute positions for any 
position in the postal field service 

Section 606 (b) reenacts the second provision in section 2 of the act 
of July 6, 1945 (Public Law 134, 79th Cong.), which proviso makes it 
mandatory that a classified substitute employee be employed for not 
less than 2 hours when he reports for duty after receiving an official 
call to duty, and, in addition, extends such provision to include all 
substitute employees. 
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Section 606 (c) provides that there may not be more than 1 classified 
substitute employee for each 5 regular employees whose positions under 
the bill are the same as or equivalent to the positions enumerated in 
the act of June 4, 1936 (39 U.S. C., see. 834). The positions enu- 
merated in such act are: (1) Railway postal clerk, (2) post office clerk, 
(3) city letter carrier, (4) village letter carrier, (5) mail handler, (6) 
watchman, (7) messengers, (8) employees of the motor-vchicle service. 
In offices where there are fewer than 5 regular employees the depart- 
ment may employ only 1 classified substitute clerk, 1 classified sub- 
stitute carrier, and 1 classified substitute in the motor-vehicle service. 


EMPLOYEES IN THE POSTAL TRANSPORTATION SERVICE 


Section 607 prescribes rules which relate to (1) work schedules, 
overtime compensation, and travel allowances for employees in the 
Postal Transportation Service who are assigned to road duty, and 
(2) the basis for compensating substitute employees in the Postal 
Transportation Service assigned to road duty. 

Section 607 (a) requires the Postmaster General to organize the 
work of employees in the Postal Transportation Service assigned to 
road duty into regularly scheduled tours of duty, which shall aggre- 
vate an average of not more than 8 hours a day for 252 days, or 2,016 
hours, per vear. Under section 16 (p) of the act of July 6, 1945 
(Public Law 134, 79th Cong.), the scheduled tours of duty of such 
employees are based on 253 (rather than 252) days per vear. This 
change will insure to regular employees in the Postal Transportation 
Service assigned to road duty benefits which are equivalent to the 
8 paid holidays in a 52-week vear allowed regular employees in sta- 
tionary facilities under section 603. Since the difference between 
class A and class B runs prescribed by sections 11A, 16 (c), and 16 (p) 
of the act of July 6, 1945 (39 U.S. C., sees. 861a, 866 (c), and 866 (p)), 
is not continued by seetion 607 for purposes of salary differentials, a 
uniform allowance of 1 hour and 35 minutes for work performed on 
lavoff periods is provided by section 607 only for employees in the 
Postal Transportation Service assigned to road duty—that is, those 
employees in such Service who are engaged in the distribution of mail. 

Section 607 (b) requires the payment of overtime compensation to 
regular employees in the Postal Transportation Service assigned to 
road duty at the rate of 1'4 times their respective hourly rates of basic 
compensation, computed in accordance with the provisions of section 
GOL (d) (1) of the bill. Section 607 (b) also provides that in arriving 
at the amount of overtime to be paid at any time during the calendar 
vear, any deficiencies accrued up to that time during the same cal- 
endar vear shall be offset against any overtime work by the employee. 

Section 607 (c) requires that substitute employees in the Postal 
Transportation Service assigned to road duty shall be paid on an 
hourly basis for actual work performed according to the time value 
of each trip, including time for work performed during layoff periods. 
This reenacts certain of the provisions of section 16 (k) of the act of 
July 6, 1945, as amended (39 U.S. C., sec. 866 (k)). 

Section 607 (d) provides that the Postmaster General may, in lieu 
of actual expenses, pay to regular and substitute employees in the 
Postal Transportation Service assigned to road duty, a travel allow- 
ance at a rate not to exceed $9 per day. The present rate of such 
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allowance is $6 per day. As under present law, the allowance is 
made for time in excess of 10 hours from the time the initial run begins. 
Section 607 (d) permits the payment of such travel allowance at 
fixed rates per annum or by such other method as the Postmaster 
General may deem to be equitable. 

Section 607 (e) provides that substitute ae in the Postal 
Transportation Service shall be credited with full time while traveling 
under orders of the Post Office Department to and from their desig- 
nated headquarters to take up their assignments. Section 607 (e) is 
a reenactment of a similar provision of section 16 (m) of the act of 
July 6, 1945 (39 U.S. C., sec. 866 (m)). 


EQUIPMENT MAINTENANCE ALLOWANCE FOR SPECIAL DELIVERY 
MESSENGERS 


Section 608 relates to the payment of equipment maintenance for 
special-delivery messengers. 

Section 608 (a) provides for the payment of an automotive equip- 
ment maintenance allowance to special-delivery messengers at first- 
class post offices. As under present law, such allowance shall be paid 
at the rate of 7 cents per mile or major fraction thereof, or, at the option 
of the Postmaster General, at the rate of 90 cents per hour. 

Section 608 (b) continues the provisions of present law which permit 
the Postmaster General to provide or hire vehicles under an allowance 
basis for use in the delivery of special-delivery mail whenever the needs 
of the postal field service so require. 


EQUIPMENT MAINTENANCE ALLOWANCE FOR RURAL CARRIERS 


Section 609 (a) provides that each rural carrier shall be paid for 
equipment maintenance a sum equal to 9 cents for each mile or major 
fraction of a mile of his scheduled route. This payment is in addition 
to the compensation provided in the rural carrier schedule. <A rural 
carrier who is receiving additional compensation for serving a heavily 
patronized route may be paid by the Postmaster General such addi- 
tional equipment maintenance allowance as will not exceed $3 per day 
when combined with the 9-cent per mile allowance. These payments 
for equipment maintenance are to be made at the same periods and 
in the same manner as payments of regular compensation. This reen- 
acts the existing comparable provision of section 17 (e) of the act of 
July 6, 1945, as amended (39 U.S. C., see. 867 (e)). 

Section 609 (b) provides that any employee assigned to serve a rural 
route who furnishes the vehicle used in performing such service shall 
be paid, in addition to his compensation, the equipment maintenance 
allowance provided for such route. This reenacts the proviso of sec- 
tion 5 of the act of June 19, 1948, as amended (39 U.S. C., sec. 883). 


ALLOWANCES FOR POSTMASTERS IN FOURTH-CLASS POST OFFICES 


Section 610 reenacts the provisions of the act of May 24, 1928 
(39 U.S. C., see. 60a), which provide that allowances shall be paid 
postmasters of fourth-class post offices for rent, fuel, light, and 
equipment. Such allowances are in an amount equal to 15 percent of 
the compensation earned in each pay period, and are to be paid such 
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postmasters at the same time and in the same manner as is their 
regular compensation. 


TITLE VII—MISCELLANEOUS PROVISIONS 
CLASSES OF POST OFFICES 


Section 701 requires the Postmaster General to divide the post 
offices into four classes. This division is to be made on the basis 
of gross annual postal receipts. Post offices having receipts of $40,000 
or more are to be placed in the first class. Those whose receipts are 
$8,000 or more, but less than $40,000, are to be placed in the second 
class. Those whose receipts are $1,500 or more, but less than $8,000, 
are to be placed in the third class. Finally, those whose receipts are 
$1,500 or more are to be placed in the fourth class. 

It should be noted that the basic salary of a postmaster in a post 
office of the third class which is relegated to the fourth class shall 
be fixed in accordance with provisions of section 303 (g). 

Although under this bill the only compensation based exclusively 
on gross postal receipts is that paid to postmasters in fourth-class 
offices, it is still necessary, because of other provisions of law, to 
make this division of post offices into classes. For example, the act 
of July 12, 1876, as amended (39 U.S. C., see. 31), requires, among 
other things, that postmasters of the first, second, and third class be 
appointed by the President by and with the advice and consent of 
the Senate, while postmasters of the fourth class are to be appointed 
by the Postmaster General. 


ASSIGNMENT OF EMPLOYEES 


Section 702 authorizes the Postmaster General to detail an em- 
ployee from the postal field service to the departmental service and 
from the departmental service to the postal field service. The em- 
plovee concerned must consent to such an assignment and such detail- 
ing may be made only to the extent necessary to develop a more 
efficient working force and more effectively to perform the work of 
the Department. An employee detailed under this section shall not 
be so detailed for more than 1 year on any one such assignment, and 
he may be so detailed without change in his compensation. 


INCREASES IN BASIC COMPENSATION NOT EQUIVALENT INCREASES 


Section 703 of the bill provides that any increase in rate of basic 
compensation received, by reason of the enactment of the bill, by 
any employee in the postal field service who transfers or is transferred 
to a position within the purview of the Classification Act of 1949, as 
amended, shall not be considered as an equivalent increase in com- 
pensation within the meaning of section 701 of such act. Section 
701 of the Classification Act of 1949 provides for within-grade step 
increases in compensation for employees at the expiration of certain 
stipulated periods on condition that— 


no equivalent inerease in compensation from any cause was received during such 
period, 
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Such section 701 was amended by subsection (e) of the first section 
of the act of October 24, 1951 (Public Law 201, 82d Cong.), by adding 
at the end thereof the following subsection: 

(b) Any increase in compensation granted by law after June 30, 1951, shall 
not be construed to be an equivalent increase in compensation within the meaning 
of subsection (a). 

It was intended that this language would safeguard on a permanent 
basis the right of employees subject to the Classification Act of 1949, 
as amended (including employees who transfer or are transferred to 
positions under such act after June 30, 1951), to within-grade step 
increases in compensation without regard to any increase in compensa- 
tion which they may have been granted by law. The original state- 
ment of the purpose of this particular provision is contained in the 
4th paragraph on page 7 of House Report 959, 82d Congress, Ist 
session. However, section 15 (b) of the act of October 24, 1951 
(Public Law 204, 82d Cong.), which was under consideration by the 
Congress at the same time as Public Law 201, contained a provision 
that any increase in rate of basic compensation by reason of the enact- 
ment of Public Law 204 shall not be considered as an “equivalent 
increase” in compensation within the meaning of section 701 of the 
Classification Act of 1949, in the case of wished service employees who 
transfer or are transferred to positions coming within the purview of 
the Classification Act of 1949. 

Section 15 (b) was included in Public Law 204 for the protection 
(in case the above-quoted sec. 701 (b) as contained in subsec. (e) 
of the first section of Public Law 201 should not become law) of 
employees in the postal field service who later transferred or were 
transferred to positions within the purview of the Classification Act 
of 1949. It was not intended that section 15 (b) of Public Law 204 
in any manner limit or circumscribe the application of the general 
language of section 701 (b) as added to the Classification Act of 1949 
by subsection (e) of the first section of Public Law 201, in the event 
that such section 701 (b) should become law. 

The purpose of the inclusion in section 703 of the bill of language 
similar to section 15 (b) of Public Law 204 is twofold: First, through 
the language of such section 703, to insure the protection of employees 
in the postal field service from loss (on account of the increases pro- 
vided by this bill) with respect to their within-grade step increases 
under section 701 of the Classification Act of 1949, in the event that 
they later transfer or are transferred to positions under such act; and, 
second, through the discussion in this report of the legislative history 
of subsection (b) of such section 701, to clarify the original objects and 
purposes of such subsection (b) so that hereafter it will be clear that 
such section 701 (b) renders it unnecessary to include, in legislation 
granting direct increases in the compensation of employees in the 
postal field service or elsewhere, a provision to the effect that such 
increases are not to be construed to be “equivalent increases” within 
the meaning of such section 701, because the right of employees 
subject to the Classification Act of 1949 (including employees who 
transfer or are transferred to positions under such act) to their within- 
grade step increases in compensation will be protected on a permanent 
basis by such section 701 (b). 
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POSTAL EMPLOYEES OF THE CANAL ZONE GOVERNMENT 


Section 704 directs the Governor of the Canal Zone to adopt for 
postal employees of the Canal Zone Government all applicable pro- 
visions of this bill. Such provisions shall be adopted for postal 
employees of the Canal Zone Government as of the date or dates on 
which such provisions become operative for the employees of the 
postal field service. 

Section 81 of title 2 of the Canal Zone Code provides, in part, that 
employees of the Canal Zone Government shall receive such compensa- 
tion as shall be fixed by the President or his authority (which authority 
has been delegated by the President to the Governor of the Canal 
Zone), until such time as Congress may by law regulate the same. 
Such section 81 further prov ides, however, that salaries or compensa- 
tion fixed by the President under such section shall in no instance 
exceed by more than 25 percent the salary or compensation paid for 
the same or similar services to persons employed by the Government 
in the continental United States. 

The direction to the Governor of the Canal Zone under this section 
704 is a regulation by Congress of the compensation of postal em- 
ployees which operates to remove from the authority of the President 
the power to fix the compensation of such postal employees under 
section 81 of title 2 of the Canal Zone Code, including the authority 
of the President under such section 81 to fix such compensation at 
rates up to 25 percent above the compensation paid for the same or 
similar services to employees of the postal field service in the con- 
tinental United States. 

Section 207 of the Independent Offices Appropriation Act, 1949, 
approved April 20, 1948, as amended (5 U.S. C., see. 118h), provides, 
in substance, that appropriations or funds available to the executive 
departments for payment of salaries and compensation to persons 
stationed outside the continental limits of the United States, whose 
rates of basie compensation are fixed by statute, shall be available 
for payment of additional compensation, under such regulations as 
the President shall prescribe, not to exceed 25 percent of such rates of 
basic compensation. Such additional compensation is to be paid 
because of substantially higher living costs or conditions of environ- 
ment which differ substantially from the environment of the United 
States and warrant additional compensation as a recruitment incentive, 
or both such factors. 

Section 103 of the Civil Functions Appropriation Act, 1955, 
provides in part that— 


* 


* * all citizens of Panama and the United States rendering skilled, technical, 
clerical, administrative, executive, or supervisory service on the Canal Zone 
under the terms of this Act * * * may receive as compensation equal rates of 
psy based upon rates paid for similar employment in continental United States 
plus 25 per centum * * * 

These two provisions (sec. 207 of the Independent Offices Appropri- 
ation Act, 1949, and sec. 103 of the Civil Functions Appropriation 
Act, 1955), taken together, provide the necessary authority for making 
payments in the future of additional compensation to postal employees 
of the Canal Zone government. 

It. is intended that the Postmaster General shall keep the Governor 
of the Canal Zone informed of all actions taken to carry out the pro- 
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visions of this bill, in order that the maximum possible uniformity of 
treatment shall be maintained for employees of the postal field service 
and the postal employees of the Canal Zone Government. 


REFERENCES IN OTHER LAWS WITH RESPECT TO PUBLIC LAW 134, 79TH 
CONGRESS 


Section 705 (a) provides that whenever a reference is made in an 
existing law, which will remain in effect after this bill takes effect, to 
the act of July 6, 1945 (Public Law 134, 79th Cong.), as amended, 
such reference to such act of July 6, 1945, shall be held and considered 
to be a reference to this bill. Also, if any such existing law which 
will remain in effect after this bill takes effect makes reference to a 
“orade’’ as such term is used in the act of July 6, 1945, such reference 
to the term “‘grade’”’ shall be held and considered to mean the corre- 
sponding step of the appropriate salary level established in the sched- 
ules contained in this bill. 

Section 705 (b) provides that the enactment of section 705 (a) 
requiring references to the act of July 6, 1945, to be considered to be 
references to this act and requiring references to “orade’’ as used in 
such act of July 6, 1945, to be considered to be references to the step 
of the appropriate salary level established in the schedules in this bill, 
shall not operate to affect the application of any provision of this bill 
to any position or employee otherwise within the purview of this bill. 


APPLICABILITY OF ACT TO GUAM 


Section 706 provides that the provisions of the bill shall have the 
same force and effect within Guam as within other possessions of the 
United States. Since section 25 (b) of the Organic Act of Guam, 
approved August 1, 1950 (Public Law 630, 8ist Cong.), prov ides 
that— 

* * * no law of the United States * * * shall have any force or effect within 
Guam unless specifically made applicable by Act of the Congress * * * 

the purpose of section 706 is to overcome any inference which may 
have been created by reason of such section 25 (b) that the provisions 
of this bill do not apply to Guam, by making such provisions specifi- 
cally applicable to Guam to the same extent as to other possessions 
of the United States. 


REGULATIONS OF POSTMASTER GENERAL 


Section 707 insures that the Postmaster General will have the 
requisite authority to prescribe and issue such regulations as may be 
necessary administratively to carry out the provisions of this bill. 


CIVIL SERVICE ACT AND RULES, VETERANS’ PREFERENCE ACT OF 1944 


Section 708 insures that the application of the Civil Service Act and 
rules and the Veterans’ Preference Act of 1944 to the postal field 
service shall not be affected by this bill by specifically providing that 
the bill shall not be construed to that effect. 
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AUTHORIZATION OF APPROPRIATIONS 


Section 709 specifically authorizes the appropriation of such sums 
as may be necessary to carry out,the provisions of this bill. 


EFFECTIVE DATES 


Section 710 prescribes the several dates on which the provisions of 
the various sections of the bill are to become effective. 

Section 710 (a) provides that this section will take effect on the 
date of enactment of the bill. When section 710 becomes effective, 
it thereby establishes the dates on which the remaining provisions of 
the bill will take effect. 

Section 710 (b) provides that section 601 of the bill (which estab- 
lishes the biweekly pay period system for the postal field service) 
shall take effect on any Sunday following the date of enactment of 
this act which the Postmaster General may designate, but in any 
event such section 601 shall take effect not later than the first Sunday 
of the first calendar month which begins more than 60 days after 
such date of enactment. Thus, as soon as the Postmaster General is 
prepared to inaugurate the biweekly pay period system for the postal 
field service, he may do so on the following Sunday since that day is 
the beginning of the biweekly pay period. If he has not done so 
earlier, he must place the biweekly pay period system into effect by 
the first Sunday of the first calendar month which begins more than 

60 days after the date of enactment of the bill. 

Section 710 (c) places all provisions of the bill, other than sections 
601 and 710, in effect on the first day of the first pay period which be- 
cins after she date of enactment of the bill into law. 

Section 710 (d) (1) provides that within 180 days after the effective 
date of section 304 (b) (which is the first day of the first pay period 
which begins after the date of enactment of this bill) the adjustment 
of the basic salary of each employee to the basic salary established 
under this bill for the position such employee was occupying on the 
effective date of the bill (which in this context is also the first day of 
the first pay period which begins after the date of enactment of this 
bill) must be completed. 

Section 710 (d) (2) continues all applicable salary schedules, pro- 
visions, and limitations contained in the act of July 6, 1945, as 
amended, in effect for each such employee until his basic salary is 
adjusted under section 304 (b). 

Section 710 (d) (3) provides that when the adjustment of the basic 
salary of each such employee has been made under section 304 (b), 
such adjustment shall be made effective as of the effective date of 
section 304 (b) (which is the first day of the first pay period which 
begins after the date of enactment of this bill). This section 710 (d) (3) 
also requires that payments of basic salary because of such adjust- 
ment shall be decreased by whatever amounts of basic salary the 
employee received during such period under the provisions of the act 
of July 6, 1945, as amended. 

It should be noted that the operation of section 710 (d) is discussed 
at some length in the analysis of section 304 (which relates to the 
conversion or adjustment of the existing basic salaries of employees 
to the basic salaries contained in the postal field service schedule, the 
rural carrier schedule, and the fourth-class office schedule established 
by this bill). 
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MINORITY VIEWS 


The undersigned members of the House Committee on Post Office 
and Civil Service submit these minority views in order that the entire 
membership of the House of Representatives may be informed of the 
compelling reasons that H. R. 4644 should not be approved without 
certain important amendments. 


DISCRIMINATION AGAINST EMPLOYEES 


First of all, this legislation is highly discriminatory as between 
classes of officers and employees in the postal field service. 

Under the guise of reclassification, it grants huge salary increases, 
which in some instances may range as high as 50 percent or more, to 
many of the higher paid officials and supervisors in the field service. 

In contrast, such benefits as it provides for most of the rank-and- 
file postal employees are meager indeed. Grudgingly conceded, they 
are totally inadequate in the face of overwhelming evidence received 
by the committee that these employees have earned and should be 
granted far greater increases. 

There are at least 15 positions, for example, to which immediate 
increases of 10 to 34 percent have been allotted, and many others 
ultimately will receive as much or more (exhibit 1). There are only 
7 positions for which the increases average less than 7 percent. In 
these latter positions are the regular city carriers and clerks (exhibit 
2)—the very warp and woof of the basic fabric of our postal service — 
motor vehicle operators, automotive mechanics, janitors, and laborers. 
These carriers, clerks, and motor vehicle operators will average only 
a 6.9-percent increase, and many thousands of them will get barely 
over 6 percent. Automotive mechanics, janitors, and laborers will 
get well under the average for all employees. Thousands of rural 
carriers will receive only 6 percent. 

The remainder of the officers and employees will average 8.1- 
percent increases. 

We strongly recommend amendment of H. R. 4644 on the floor of 
the House to guarantee the lower salaried employees referred to above 
pay increases more in line with those given their coworkers. This can 
be accomplished by relatively simple changes in the salary schedules, 
which will bring the total cost of the bill to little more than 8 percent 
of payroll. With proper allocation of costs of this measure, the actual 
salary increases (divorced from the 1%-percent cost of reclassification 
which is acknowledged by the Post Office Department) amount to 
slightly over 6% percent of total payroll. This certainly is a moderate 
cost for doing simple justice to these clerks, city carriers, rural carriers, 
and other employees. 
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REFUSAL TO COMPROMISE 


This legislation is not a compromise in any sense of the word. 
It is the product of an unyielding and uncompromising insistence on 
the part of the administration that its opinion should prevail and be 
accepted by the Congress without any important modification. 

The objective of the administration is, and always has been, reclassi- 
fication of postal field service positions. Pay increases were included 
largely for the purpose of facilitating enactment of the reclassification 
plan. That was proved by the veto of H. R. 7774, 83d Congress, which 
provided a 5-percent increase but no provision for reclassification. 
‘The administration this year proposed a 5-percent increase which, 
together with the costs of reclassification, would total about 6.5 
percent of payroll. ‘The final cost of the reported bill is about 7.5 
percent of payroll. 

The reported bill contains the entire reclassification proposal. 
True, obvious defects and inequities have been eliminated, and 
minimum safeguards—which should have been in the bill in the first 
place—were written in when called to attention by members of the 
committee and representatives of employee organizations. This 
does not alter the fact that there has been no compromise on reclassi- 
lication. 

We believe that reclassification is desirable, but we acceded to the 
administration’s plan in this bill with serious misgivings. Discovery 
of so many flaws in the original proposal leaves considerable uncer- 
tainty, in our opinion, as to whether sufficient study has been given 
the matter by the Post Office Department, and as to the propriety of 
allocations of positions under this plan. We are concerned, also, at 
the prospect that still other latent defects and hidden injustices may 
remain. 

The reluctance of the majority of the committee to explore deeply 
and grapple with many of the real problems of reclassification was 
demonstrated by the failure to adopt a proposed amendment to specify 
the position of superintendent of mails in a large first-class office as 
a key position. ‘This omission represents another serious weakness in 
the reported bill. The importance of this position, the clear distinc- 
tion of its basic functions, and the level and scope of its duties and 
responsibilities make it an ideal and desirable subject for definition as 
a key position. Moreover, the descriptions of at least two other 
high-level positions defined as key positions, and hence the evaluation 
of all jobs to be matched against them, are dependent upon their rela- 
tionship to the position of superintendent of mails—a position which 
is not even described in the bill! 

This bill, and especially the reclassification provisions thereof, repre- 
sents an exceptionally broad grant of administrative authority and 
diseretion vested in the Postmaster General. Administered with 
restraint, fairness, and objectivity it could become a powerful force to 
strengthen morale and thereby achieve greater economy and efficiency. 
Abuse, error, or ineptitude in the execution of any provisions of the 
bill might cause irreparable damage not only to the half million or 
more loyal and conscientious employees who fall within its ambit but 
to the postal service as well. It is our earnest hope that it will be 
administered with the greatest possible care and impartiality, and the 
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amendments proposed in these minority views are designed to guide 
and facilitate such administration. 

Nor was there a compromise on the amount of pay increases for 
postal employees. This legislation will not give all—or even a 
majority—of postal employees a 74-percent increase, as might be in- 
ferred from published references to this percentage as an “average 
increase.” It is not an average increase. It is merely the percentage 
of budgeted payroll costs which the Department expects to pay for 
installation of its reclassification proposal, plus a small general in- 
crease. It amounts to such cost solely because of the disproportionate 
percentage increases for high-level supervisors and postmasters. 

The many thousands of employees who will receive the smaller 
increases are the very ones—such as carriers, clerks, automotive 
mechanics, motor-vehicie operators, and custodial employees in the 
great population centers—on whom the impact of skyrocketing living 
costs has visited very real hardsbip. The pay increases in the bill 
for officials and supervisors may mean the difference between having 
or not having luxuries. For the clerk, carrier, janitor, or mechanic 
caught in the rack of ever-increasing prices it often means the differ- 
ence between having bare necessities and experiencing actual want for 
himself and his family. 

It is to be noted that the purported “average” of pay increases 
which this bill would provide for postal workers is calculated upon an 
extraordinary basis. From the start, references by the administra- 
tion to average increases have shown a result from calculations com- 
prising increases to be granted top management and supervisory 
officials and employees, along with the entire body of productive or 
direct-labor workers who actually handle the mail. Such a method 
of indiscriminate commingling of salaries of executive and adminis- 
trative personnel, and of the resultant costs, with payroll figures for 
production-line workers and laborers appears inconsistent with the 
principles of sound accounting and the best fiscal management and 
reporting practices. It is not an accurate costing procedure. 

Since the administration’s opening offer would have increased the 
payroll by 6% percent, compared to only 7% percent in this bill, it is 
a travesty to call this small difference a compromise. 


HIGHER INCREASES JUSTIFIED 


But, however that may be, our postal field service employees have 
earned and proved their right, not to a 6-percent or 7}-percent 
salary increase, but to a minimum 10-percent increase. By minimum, 
we do not mean a so-called average or any other result from juggling 
of figures. We mean that every field service employee shoide begin 
receiving a paycheck with at least one-tenth more in it than he now 
receives. 

However, in a spirit of compromise we offered a reasonable alter- 
native for consideration by the House Post Office and Civil Service 
Committee before H. R. 4644 was reported. This alternative gave 
full recognition to the budgetary problem and to the effect which pay 
increases for over half a million postal employees will have on the 
national economy and the national wage structure. It took into 
account, to the extent possible, the relationship of anticipated revenues 
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and expenditures for the Federal Government in the future. Under 
these circumstances, we were willing—although firmly convinced of 
the right of postal employees to the minimum 10-percent increase—to 
meet with the administration on a fair middle ground, whereon the 
minimum increase we found justified would be reduced in fair pro- 
portion to an upward revision of the administration’s total cost figure 
of 6% percent. In other words, this alternative would have repre- 
sented a true compromise costing somewhere in the neighborhood of 
8 percent of payroll, instead of either the 10 percent which we think 
justified or the 6% percent which the administration first offered. 

Our compromise would have inserted in the postal field service 
schedule a new level 5, including city carriers, distribution clerks, 
window clerks, and motor vehicle operators (totaling over 300,000 
enployees) with salaries ranging from $3,680 to $4,400 a year in 7 
equal steps. Had it been adopted, we were prepared to consider 
additional amendments to give rural carriers, janitors, laborers, and 
automotive mechanics comparable minimum raises, which would have 
resulted in only a relatively nominal added cost. 

This amendment also would have given recognition to the qualifica- 
tion requirements these employees must meet on a continuing basis, 
the intrinsic value of their work on the going labor market, the rela- 
tionship of their duties and responsibilities to the mission of the 
postal service and to those of other postal workers, their greatly 
increased productivity, and other pertinent factors, something H. R. 
4644 fails to do. 

The administration has agreed that our more than 300,000 clerks, 
carriers, and motor-vehicle operators should be in a separate level 5, 
but the salary rates for this level (establishing pay rates for 60 percent 
of all postal field service employees) in the reported bill are so low as to 
make it merely an appendage of level 4—a level occupied solely by 
4,500 special-delivery messengers. The entrance step of level 5 is 
only $50 above the entrance step of level 4, but is $240 below the 
entrance step of level 6. The top step of level 5 is only $80 above the 
top step of test 4, but is $270 below the top step of level 6. This 
glaring distortion of the postal field service schedule stands out like 
asore thumb. It is a fine example of the tail wagging the dog. 


INCREASED PRODUCTIVITY OF POSTAL EMPLOYEES 


According to available records, at no point during the year or more 
that postal reclassification and salary proposals have been under 
consideration (in this Congress and the last) has any administration 
representative acknowledged that worker productivity should affect 
the amounts of salary adjustments. We think it is a fair statement 
that no monetary recognition whatever has been, or in this reported 
bill will be, given to postal employees for the greatly increased pro- 
ductivity which they have achieved in recent years. 

Worker productivity is a factor in salary determinations at least 
equal in importance to administrative or personal budgetary goals, 
fluctuations in living costs, and other matters which have been given 
far more weight in establishing the salary levels in H. R. 4644. As a 
matter of fact, it is abundantly evident that the controlling factor in 
fixing these levels has been the administration’s aim with respect to 
the postal budget. Omission of any consideration of worker produc- 
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tivity constitutes a monumental, if not a fatal, error in the entire 
salary structure of this bill. This omission alone could account for the 
margin by which increases in the bill for rank-and-file employees fall 
short of the increases which they have earned and deserve according 
to all recognized standards for determining the amounts of salary 
adjustments of similar workers. 7 

An objective statement with respect to increased productivity of 
postal workers appears at page 83 of Senate Report No.1086, 83 
Congress, including the following: 

From 1946 on, the workload per man-year, based on pounds of mail handled, 
moved irregularly upward. The workload per man-year, based on the number 
of rat handled, which is probably a more accurate measure, moved consistently 
upward. 

The overall picture, comparing 1938 to 1952, has been one of increased employ- 
ment, increased volume, and increased productivity. From 1938 to 1952, employ- 
ment increased 59 percent, while volume in pieces went up 92 percent. The great 
increase in volume handled over employment, meant that a single employee 
handled 20 percent more mail per year in 1952 than in 1938. 

The report of the Postmaster General for the fiscal year ending 
June 30, 1952, showed a 6.04-percent increase in mail volume over 
1951 and only a 1.3-percent increase in hours of employment. This 
report also showed that over the previous 5 years’ volume had increased 
by 33 percent and weight had increased by 29 percent, but that hours 
of employment had increased by only 9 percent. 

This increase of more than 20 percent in productivity was not 
created by machines, as often is the case in private industry, but, by 
reason of the extraordinary nature of personal services required to 
move the mails, is almost wholly attributable to greater efforts by the 
postal employees. 

The budget of the Federal Government for the fiscal year 1956 is 
the best exposition of the extent to which the Post Office Department 
and the Government are depending upon a continuance of this in- 
crease in productivity by postal employees to reduce postal costs. 
On page 885 of the Budget appears the statement that ‘mail volume 
is estimated to increase 3 percent a year in 1956 over 1955 and pro- 
vision is made for this increased volume.” The “provision’’ for 
handling this increased volume is principally the expectation of a 
great deal of harder work for postal employees. This is disclosed in 
the following tabulation set forth in the mail-handling and window- 
service section of the postal budget: 








sieiedininas tal Productive Average 
es man-hours in unit per 
— thousands | man-hour 
FO in hic nce nr cdccudenscsessves! qusheakiuousamsenceedssbantle 207, 022 372, 541 142 
COU II oo nk i cnn cain eunhstncaccsimnteaenthbebasinaheat 207, 077 372, 718 146 
1956 estimMate....-... cweasacuncsecocwnecasadeuueseesecdsnasese 207, 367 373, 239 150 














The above figures show that the average unit per man-hour will be 
increased by 5.63 percent in 2 years. 

This marked increase in worker productivity is a source of justifiable 
ride to the employees, and we think to officials of the postal estab- 
ishment as well. It also reflects credit upon management, and it 1s 

safe to say that without such credit there would be less inclination on 
the part of the administration to insist upon the high salaries for 
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supervisors and other management personnel provided by this bill. 
Stated differently, an important part of the very principle of reclassifi- 
cation rests upon the foundation of constantly increasing worker 
productivity. Why, then, not share this credit, in the form of 
monetary recognition in the biweekly pay envelope, with the men and 
women who, in the final analysis, actu move the mail and without 
whom no letter or package could suck: its appointed destination? 

This question has not been answered by H. i 4644. The amend- 
ments we propose would, for the first time, give at least partial recog- 
nition and provide a direct answer which should have been given long 
since, 

TENDENCY TO UNDERVALUE WORK 


Most if not all members of the House Post Office and Civil Service 
Committee have visited post offices in their official capacity, and have 
observed postal employees at work. We cannot help but feel that 
some may have forgotten or failed to grasp the full import of what 
they saw. 

The keystone of the volume operation in a large post office is the 
distribution clerk. Distribution clerks, in a sense, are the traffic 
directors charged with the responsibility of keeping literally billions 
of pieces of mail flowing smoothly from and to all points of the compass. 
Here is where any slackening in the pace, and faltering in the tempo, 
could disrupt service. Rare is the station of a productive worker in 
private industry where so great @ premium rests on the physical 
stamina, manual dexterity, visual facility, uniformity, speed and 
accuracy, and other attributes which make the skilled American 
worker the greatest productive worker in the world. 

The carrier is the one other most essential, the one other indis- 
pensable, unit in this great communication system. Day in and day 
out, year in and year out, he delivers the product of all of his fellow 
workers with quiet efficiency. It is his responsibility to perform the 
final act, to place in the hands of the user, the end product of our 
vast and complex postal establishment. Without him the whole 
machine would grind to a halt. His loyalty, integrity, dependability, 
and dedication to the public service, often far above and beyond the 
limits of his official duty, are almost legendary. His mastery of the 
intricate details of routes, geographical factors, and personal and 
other conditions directly affecting patrons are taken for granted along 
with his extraordinary physical endurance. 

These are the kinds of public servants, we think, that Edward 
Everett had in mind when he wrote (Mount Vernon papers)— 

When I contemplate the extent to which the moral sentiments, the intelligence, 
the affections of so many millions of people, sealed up by a sacred charm within 


the cover of a letter, daily circulate through a country, I am compelled to regard 
the Post Office, next to Christianity, as the right arm of our modern civilization. 


POSTAL SALARIES COMPARED WITH OTHER INCOME GROUPS 


The national income 


The President’s Economic Report (January 28, 1954) stated in 
part that— 


Our economie goal is an increasing national income, shared equitably among 
those who contribute to its growth * * *, 
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Postal employees have not, and will not under this bill, share equitably 
the increases in national income. 

Their wages remained static for the decade ending July 1, 1945, 
while national income rose by 300 percent and the rise in all personal 
incomes was but slightly less. After leveling off from 1945 to 1947, 
the astronomical rise in national income and all personal incomes was 
renewed, and these incomes today are 500 and 475 percent, respec- 
tively, above 1935. The rise in compensation of all employees has 
been even greater. 

This disparity of increases in other incomes and in postal pay has 
continued and become even more aggravated since 1945. The bulk 
of postal employees have received increases in basic salary aggregat- 
ing only approximately 93 percent over the last 10 years—in fact, 
over the last 20 years. 

The net result is graphically illustrated when we note that during 
this 20 years national expenditures for personal consumption in- 
creased by well over 400 percent. It simply means that as the postal 
employee has produced more and more he has received less and less 
of a share in the fruits of our American economic system. He has 
been relegated further and further down the economic and social 
scale, both in terms of the necessities and ordinary comforts of life 
and in terms of his relative standing in his community compared to 
his neighbor employed in private satewiay.. 

Long experience has demonstrated how destructive to employee 
morale—and, in the final analysis, how inimical to efficiency and 
economy—such a situation can be. The reported bill is at best a 
halfway measure for correction, but would be far more effective with 
the amendments proposed in this report. 

Examples in private industry 

Fifteen years ago earnings of postal clerks and carriers and of 
General Motors Corp.' employees were on a par, but in 1953 the 
latter averaged $92.27 a week, up $7 or 8.4 percent over 1952, while 
the former averaged only $78.27 for 1951, 1952, 1953, and 1954. 

According to a recent General Motors Corp. advertisement, its 
hourly rate productive workers averaged $96 a week in 1954, or $17 
and 21.5 percent above the so-called boom year of 1950. It is interest- 
ing to note that the General Motors employees’ 1954 increase stems 
largely from the inclusion in their wage contract of “An annual 
production incentive factor’—something the Post Office Department 
apparently rejects—notwithstanding an accompanying reduction, 
under another part of the contract, for changes in the Consumers’ 
Price Index to which the regular hourly rates are tied. 

The Flint, Mich., Chamber of Commerce justly boasted that the 
$94.98 weekly earnings of the Flint factory worker in early 1954 
exceeded the same 1951 period (called an exceptionally high earnings 
period) by about $17 or 21 percent. In the same period living costs 
rose only 6 percent. 

During the period since 1949, up to the present, postal workers 
received an increase of about $7.69 a week. 

A summary of Wage Trends During 1954 (exhibit 3) prepared by 





1 General Motors Corp. was selected for the first comparison because (1) the number of productive workers 
for the periods referred to (380,000 or more) is comparable to the number in the postal service and (2) the 
record of this corporation exemplifies the results of highly developed mass-production techniques, using 
assembly line methods which reduce to a minimum the skill and training requirements of the individual 
production worker. 
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the Bureau of Labor Statistics, United States Department of Labor, 
discloses & similar current pattern throughout industry in general. 

In over 1,200 major agreements concluded in 1954, 89 percent 
included increases with the large majority ranging between 5 cents and 
13 cents per hour. Only 26 out of all of these agreements provided 
for any decreases. During the last half of the year the proportion 
of the agreements which provided increases was larger than the 
proportion of such agreements in the first half of the year, indicating 
an upward trend. 

The Bureau of Labor Statistics has not yet developed any compre- 
hensive statistical data on the current year. However, it is a matter 
of public knowledge that certain long-term wage agreements in the 
automobile industry will expire this spring and summer, and that 
negotiations are pending in other major industries. It is likely, 
therefore, that the volume of settlements will be larger in 1955 than 
in 1954, 

New wage agreements in several industries, already concluded in 
1955, indicate that increases will be as great as, or greater than, in 
1954. One large petroleum refining company recently announced a 
10 cent wage increase, or about 4 percent, for its 11,000 employees. 

Individual aircraft producers already have granted wage increases 
of from 2.5 percent to 3.5 percent in late 1954 or early 1955. Certain 
Midwest trucking companies have made settlements providing for 
wage increases of upwards of 25 cents per hour to extend over a 3- 
year period. 

A comparison of wage increases during. year 1949-53 period for 
postal clerks and carriers and productive workers in various private 
industries is set forth in exhibit 4. 


FRINGE BENEFITS ARE NO SUBSTITUTE FOR ADEQUATE SALARIES 


From time to time in the hearings before the committee last year 
and this it was insisted that fringe benefits received by postal employees 
should, in effect, be accepted in lieu of a part of the pay increase which 
postal employees have earned. In other words, it was tacitly acknowl- 
edged that the percentage of salary increases offered would be inade- 
quate, were it not for the fact that certain worthwhile fringe benefits 
already had been granted. 

This is a specious argument. Fringe benefits do not and should not 
take the place of dollars in the pay envelope of a productive worker. 
Historically they have been treated as separate and apart from pay in 
private industry wage negotiations and in Government. ‘That is the 
genesis of the descriptive term “fringe” benefits. It means that those 
benefits are not a part of the direct emolument of the position or office 
held. They are extra benefits, added to direct pay for purposes of 
making the work more attractive to skilled workers, and thereby 
maintaining a higher level of efficiency and economy through improved 
morale and worker satisfaction with his lot. 

We think, however, that this is at best a poor argument to justify the 
low percentage of the proposed pay increase. Increases in fringe bene- 
fits for employees in private industry have far outstripped those for 
postal employees. The lag in improvement of fringe benefits for 
posta saan in many respects has been even greater than the 
Mg in increases in their pay. 

t is only too evident from the foregoing discussion of the wage 
adjustments accorded workers in private industry not only that the 
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bulk of postal workers have been treated shabbily in comparison, but 
also that this bill as reported will tend to perpetuate such treatment, 
The amendments which we propose call for additional increases for 
these postal employees of approximately $1.15 a week or less than 
3 cents an hour—certainly not an exorbitant price to pay for bringing 
their salaries and the relationship of their increases more in line with 
those granted productive workers in private industry. 


PURCHASING POWER 


We take it as so well established as to require no extensive recitation 
of authorities that the purchasing power of the dollar, and particularly 
of the postal worker’s dollar, has declined tremendously during and 
after the World War II period. This decline in purchasing power of 
the postal employee is one of the critical factors which must be taken 
into account in any determination of the level at which his salary 
should be placed. Little, if any, objective attention has been given 
to the effect of this reduced purchasing power. In our estimation, 
it has been overshadowed by the administration’s fiscal objectives so 
far as concerns the reported bill. 

Throughout the hearings on postal pay and reclassification this year 
and last, there was one theme underlying the presentation by the Post 
Office Department. This was the expressed view that increased living 
costs and other causes of reduced purchasing power, if considered at 
all in connection with this legislation, should relate only to changes 
since the last pay increase which was effective July 1, 1951. 

This is a false basis which, whether intentionally or unintentionally, 
has clouded the issue. It has been generally recognized that the pre- 
World War II year 1939 is the appropriate basis for comparison of 
relative costs, prices, wages, and dollar value. The validity of this 
basis for use in determining the amount of pay adjustments for postal 
workers has never been successfully challenged. 

Both the former Postmaster General and the former Chairman of 
the United States Civil Service Commission testified, at hearings 
before the House Post Office and Civil Service Committee prior to 
approval of the 1951 salary adjustments (Public Laws 201 and 204, 
82d Cong.), that increases of 20 percent or more would be required to 
restore postal and other Federal employees to the same relative pur- 
chasing power and economic station they held in 1939-40. Yet, the 
average increase granted in those laws was roughly 10 percent—just 
another halfway measure which settled nothing and merely postponed 
the inevitable controversy which faces us today. ‘Those inadequate 
increases forced the continuance for nearly 4 additional dreary years 
of the lag in pay of postal and other Federal employees. 

From 1939 to 1953 personal consumption per capita has increased 
by 144 percent, while personal income per capita increased by 183 
percent. The figures follow: 








i Personal 
Year a rsonal consumption | Population 
neome Exp. 
Billion Billion 
Mo iintinwinnvinwinicetanhledisaincbabauidadataiokaniwdasdidan ainda iteataaae $72.9 $67.6 121, 881, 000 
ince daecinasthnsicketvcdssndscadodbiebakbbeaobicis naan 268. 1 230.1 159, 629, 000 














Source: National Income, 1954 published by the U. S. Department of Commerce, 
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During the same period the salary of postal employees increased 
approximately 93 percent, demonstrating that postal employees have 
failed to receive a fair share of our increasing prosperity. 

Rising costs of necessities (and luxuries are scarcely thought of any 
more) and far heavier taxes have gouged huge chunks out of the postal 
employee’s purchasing dollar. An average married postal clerk, 
carrier, or automobile mechanic in the top grade (and incidentally 
over 90 percent are married, compared with about 60 percent among 
other Federal employees) with 1 child would have to have take-home 
pay of nearly $3,900 or a gross salary of $4,742 yearly to match his 
1939 purchasing power in terms of goods and services. He takes home 
$3,451, and would take home only $3,583 under the reported bill, a 
shortage of nearly $314, as follows: 








| | H. R. 4644 
| 1939 salaries Present com- | proposed 
| pensation com pensa- 
| | tion 
Post office emplovees: Letter carriers and clerks: | 
Compensation _. 5 : oe | $2, 100. 00 $4, 070. 00 $4, 360. 00 
a RA OP Seat SRR a SS FR None 374.00 520.00 
OSI GOT ik ods cd ciddnesidccténbnéinci | 73. 50 244. 20 | 256. 80 
Remainder after tax and retirement deductions. ......- 2, 028. 50 3, 451. 80 | 3, 583. 20 
Cost-of-living index ie escts dc ebonhein dees tate eekuekdinwndl-assinebaenioeatot 99. 6 | 191.1 | 191.1 
Purchasing power of the dpliar compared with 1939_..-....___| $1. 00 $0. 52 | $0. 52 
Actual purchasing power of salary less tax and retirement de- | 
duetions in 1930 dollars.......2.....2..20..0---0----e--e eee $2, 026. 50 $1, 794.94 $1, 863. 26 








The shortage represents the price that he and his wife and his chil- 
dren must pay for the misfortune of his having chosen a career in the 
postal service. 

According to the publication Income Distribution in the United 
States, issued by the Department of Commerce in 1953, 30 percent of 
all consumer units (families and individuals) in 1944 had incomes under 
$2,000, and 40 percent had incomes under $4,000. Thus, postal 
workers were in the group representing 70 percent of all consumer 
units. But 6 years later these same groups—still with most of our 
postal workers in them—had shrunk to 23 percent and 34 percent, 
respectively, a combined total of only 57 percent of all consumer units. 
This means that 18.57 percent of those in the same general economic 
stratum as the postal workers in 1944 advanced to a higher stratum 
and left the postal workers behind. Further proof is found in the 
fact that during the same period the percentage of all consumer units 
in the $5,000 to $10,000 bracket increased by an astounding 53.3 per- 
cent, from 15 to 23, and the number in the $10,000-and-over bracket 
increased by nearly 50 percent. These are the latest statistical data 
available, but the situation has further deteriorated, not improved, 
since 1950. 

It is to be noted, further, with reference to increases in living costs 
from 1951 to 1954, that the 4-point increase in the Consumers Price 
Index discussed at last year’s hearings cannot be accepted as an accu- 
rate barometer for our postal employees’ problem. This index includes 
items which long have been excluded as luxuries from the family 
budget of the average postal worker. On the other hand, many of the 
abouteds necessities for a decent standard of living have continued since 
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1951 to mount at a much higher rate. This still further widens the 
gap left by the 1951 pay adjustment between the purchasing power of 
the postal worker in 1939 and at present. 

Such an important item as rent increased by 14.9 from June 1951 
to January 1955. Medical care increased by 14 percent. Trans- 
portation costs were up 8.5 percent, residential gas other than for 
space heating 7 percent (for space heating gas was up 14.3 percent) 
and water 24.3 percent. The average increase in local taxes for 18 
out of 46 largest cities was between 8 and 10 percent during this 
period. All of these items still are on the upgrade. 

Every one of these expenses looms large in the family budget of the 
postal worker. It is difficult, if not impossible, for him to economize a 
great deal on such expenditures. 


SUMMARY OF RECOMMENDED AMENDMENTS 


In order to correct the deficiencies in H. R. 4644, as reported, and 
provide a fair and reasonable pay adjustment as well as a realistic 
salary structure through objective reclassification of positions, thie 
following amendments to the bill are recommended: 

1. Provision should be made for publication, and for regular audit 
by the United States Civil Service Commission, of administrative 
determinations and actions under sections 201 and 203 of the bill. 
Other Government departments are subject to similar audit, and it 
represents a minimum protection for the Government as well as for 
postal employees. 

2. The positions of file clerk and typist should be changed from level 
3 to level 4. The duties and responsibilities of these positions are 
definitely higher than those for the positions of guard and mail handler 
which are in level 3, and are closely comparable if not in excess of 
those for the position of special delivery messenger which is in level 
4 of the bill as reported. 

3. Each step for level 1 should be increased by $20; level 2 should be 
revised to range from $3,080 to $3,740 in $110 step increments; level 
5 should be revised to provide an entrance step of $3,680 and a top 
step of $4,430, with step increments of $125 each; and each step 
increment in levels 14 through 20 should be reduced from the amounts 
in the schedule (ranging from $260 each upward to $400 each) to a 
maximum of $250 each. 

4. The rural carrier schedule should be revised upward to insure 
that every rural carrier receives an increase comparable to those 
provided other postal employees. Under the bill as reported, many 
thousands of rural carriers would be limited to the minimum 6-percent 
increase, because their present salaries as increased by 6 percent 
would be in excess of the top step in the rural carrier schedule as 
reported. 

5. Section 403 should be amended to provide for continuance of 
existing anniversary dates for purposes of automatic promotions. 
The bill as reported has the effect of treating reclassification adjust- 
ments as equivalent increases and largely reducing the value of any 
such adjustment by matching it against time served within a step 
toward. the next automatic step increase. Under the bill as reported, 
it is entirely possible for many postal employees to have to serve as 
much as 24 months before receiving a step increase. 
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6. Section 502 (b) should be amended to provide that clerks and 
carriers in first- and second-class post offices who are in the top step 
will be eligible for promotion to positions of higher salary levels in 
their respective offices, except that where no such clerk or carrier is 
available clerks and carriers in the lower steps shall be eligible for 
such promotion, 

7. The pay adjustment should be made effective at the beginning 
of the first pay period starting on or after January 1, 1955. 

The text of the amendments appears in the appendix of these 
minority views. 

James H. Morrison. 
Georce M. Ruopes. 
Joun LeEsInskI, Jr. 
Joun E. Moss. 
Gractg Prost. 
Dante B. Fascett. 
T. James Tumutry. 
Cuet Houiriecp. 
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APPENDIX 





The amendments are as follows: : 
Page 4, line 11, strike out “The” and insert in lieu thereof “Subject 
to subsection (d) of this section, the”; after line 13 insert the following: 


(d) The definition of each position and the assignment thereof to a salary level 
under this section shall be published in a Postal Bulletin at least 30 days prior to 
the effective date of such definition and assignment. Any employee, either 
individually or together with other employees having similar grievances, may 
appeal, in person or through his representative specifically designated for the 
purpose, at any time to the Postmaster General, through the Departmental Board 
of Appeals, to review the definition of his position or the assignment thereof to a 
salary level, or both, in order to determine whether his position has been placed 
in the correct salary level under this section. The procedure for any such appeal 
shall be the same (to the extent applicable) as the procedure prescribed in para- 
graph (h), Article 157, Chapter II of the Post Office Manual. A report and 
recommendations with respect to the appeal shall be made by the Departmental 
Board of Appeals to the Postmaster General, who shall render his decision on the 
appeal and furnish copies thereof to the appellant and to the Board. 

(e) The United States Civil Service Commission shall, with respect to the 
positions within the purview of this section and section 203, have authority, 
which may be exercised at any time in its discretion, to— 

(1) audit administrative actions under such sections to determine whether 
such actions are in conformity with the duties and responsibilities of such 
positions; 

(2) decide whether any such position is in its appropriate salary level; and 

(3) direct that any such position be changed from one salary level to another 
whenever the facts warrant. 

The Civil Service Commission shall certify to the Postmaster General action 
taken by the Commission under paragraph (2) or (3). The Postmaster General 
shall take action in accordance with such certificate, and such certificate shall be 
binding on all administrative, certifying, payroll, disbursing, and accounting 
officers of the Government. 

* * * * * * * 


Page 10, strike out beginning with line 19 down through line 10 on 
page 12; page 12, line 11, strike out “(8)” and insert in lieu thereof 
**(6)’’; page 14, line 1, strike out “(9)” and insert in lieu thereof ‘(7)’; 
page 14, after line 17, insert the following: 


(8) POSITION.—FILE CLERK—LEVEL 4. 

Basic Function.—Sets up and maintains files on one or more subject matters. 

DuTIES AND RESPONSIBILITIES.— 

(A) Prepares new file folders and maintains existin= folders in correct order as 
prescribed in the established filing system. 

(B) Transmits folders or information contained therein to authorized personnel 
(for example, forwards personnel folders to requesting supervisors, or copies data 
from folders to satisfy requests). 

(C) Opens, sorts, and searches file material, and maintains files in up-to-date 
condition. 

(D) In addition, may perform any of the following duties: 

(i) Types from rough draft or plain copy. 
(ii) Answers telephones. 

(iii) Prepares requisitions for supplies. 
(iv) Operates a mimeograph machine. 

ORGANIZATIONAL RELATIONSHIPS.—Reports to a designated supervisor. 

(9) POSITION.—TYPIST—LEVEL 4. 

Bastc Function.—Types material such as forms, correspondence, and stencils 
from rough draft or plain copy; performs general office clerical work. 
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Duties AND RESPONSIBILITIES.— 

(A) In accordance with instructions and information furnished by supervisor, 
types forms, standard reports, and documents such as invitations to bid, orders, 
contracts, invoices, personnel actions, and related materials. 

(B) Types correspondence and memoranda from rough drafts or general 
information. 

(C) Cuts stencils for instructions, circulars, and other general uses, 

(D) In addition, may perform any of the following duties: 

(i) Transcribes from a dictating machine. 
(ii) Operates a mimeograph machine. 
(iii) Files, checks requisitions, prepares vouchers, and answers the tele- 


phone. 
ORGANIZATIONAL RELATIONSHIPS.—Reports to a designated supervisor. 
* * a * *x * * 


Page 82, beginning after line 2, strike out the “PosTaL FIELD SERVICE 
SCHEDULE” and insert in lieu thereof the following: 


POSTAL FIELD SERVICE SCHEDULE 








Per annum rates and steps 


Level $$$ _ $< ———__—_— 


Bates cee sel roe 





3,190 | $3,200 | $3,390 | $3,490 











! ‘ $2, 800 | $2,990 | $3,090 | $3 
y 3,080 | 3,190! 3,200] 3,410] 3,520) 3,830 4,740 
{ . | 3,330) 3,440) 3.550) 3,660) 3,770) 3,880 3, 00 
4 | 3,590) 3,705) 3,820] 3,935 | 4,050 4,165 4, 250) 
f 3,680} 3,805 | 3,930) 4,055 | 4,180] 4,305 4, 430 
' } 3,880! 4,005 | 4,130 | 4,255) 4,380] 4,505 4, 630 
| 4,190) 4,330) 4,470) 4,610] 4,750] 4,890 5, 030 
® | 4,530) 4,685 | 4.840) 4,995 5,150) 5, 305 5, 460 
st) 4.890 | 5,060) 5,230) 5,400 5, 570 | §, 740 5, 910 
10 . 5,280 | 5, 465 5,650} 5,835 | 6,020] 6,205 6, 390 
1} 5,800 | 6,000! 6,200) 6,400) 6,600 | 6,800 7, 000 
2 - ..| 6,380 | 6, 600 | 6,820 7, 040 7, 200 7,480 7,700 
13 ; 7,020) 7,260) 7,500) 7,740) 7, 9s80 8, 220 8, 400 
14 | 7,730} 7,980) 8,230} 8,480) 8,730] &, 980 9, 230 
1S | 8,500] §.750) 9,000) 9.250) 9500) 9,750] 10,000 
1 } 9,350 9,600 | 9,850 | 10,100 | 10,350 | 10, 600 } 10,850 
Li ‘ 10,300) 10,550 |) 10,800) 11,050) 11,300) 11,550 11, 800 
18 | 11,400 | 11,650 | 11,900 | 12,150 | 12,400 | 12,650 | 12,900 
1a ere | 12,500 | 12,750 | 13,000 | 13,250 | 13,500 | 13,750 | 14, 000 
1) | 13,600 | 13,850 | 14,100 | 14,350 | £4, 600 | ae 
4) j 14, Sin) SRR CNS eee) Copa | oo 

* * * 7 * 7 * 


Page 83, strike out the “Rural carrier schedule” before line 1 and 
insert in lieu thereof the following: 


RURAL CARRIER SCHEDULE 





Per annum rates and steps 








Safes mai RE ad aw LE ej 


| | | | 





Carriers in rural delivery service: j | | | 
Fixed compensation per annum. $1, 590 | $1,640 | $1,690 | $1,740 $1,790 $1,840 $1, 890 
Compensation per mile per annum for i } | | | 
each mile up to 30 miles of route. __. 63 | 65 | 67 69 71 | 73 | 75 
For each mile of route over 30 miles. _- 21 | 21 2i 21 21 21 21 
Temporary carriers in rural delivery service 
on routes to which no regular carrier is 
assigned: | 
Fixed compensation per annum... Bane Seerewarre OEE Ny RRO Aeetton| Ose nee 
Compensation per mile per annum for | | } | | 
each mile up to 30 miles of route | A heen | ile Sad Ghanian 
For each mile of route over 30 miles_ -- | a } 


Temporary carriers in rural delivery service | 
on routes having regular carriers absent | 
without pay or on military leave. (‘) (‘) | (') (‘) 0) (*) () 


Substitute carriers in rural delivery service ; 
on routes having carriers absent with pay..| (©) (‘) ) (‘) () () () 











1 Basic compensation authorized for the regular carrier. 
* * * * * * * 
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_ Page 92, line 4, strike out beginning with the word “if” down through 
line 12, and insert in lieu thereof the following: 


except that no employee who is junior in service may, as a result of enactment of 
this section, be advanced to the next higher step of his position prior to the 
advancement to such higher step of an employee in the same position who is senior 
to him in service. 

. * * * * * 


Page 96, strike out beginning with line 3 down through line 9 and 
insert in lieu thereof the following: 


(b) Regular clerks and carriers in first- and second-class post offices who are in 
the maximum steps of their respective salary levels shall be eligible for promotion 
to positions of higher salary levels in their respective offices, and if for any reason 
such clerks and carriers in such maximum steps are not available those clerks 
and carriers in the lower steps in such offices shall be eligible for such promotion. 

. * * * * * * 


Page 109, line 18, strike out beginning with “on” down through 
“Act” in line 20, and insert in lieu thereof the following: 


as of the first day of the first pay period which began on or after January 1, 1955. 





Exursit 1 
Minimum and maximum increases which H. R. 4644 will provide for officers and 
employees in key positions 


EMPLOYEES WHO FOR THE FIRST TIME WILL, UNDER H. R. 4644, RECEIVE 
AUTOMATIC STEP INCREMENTS 












































H. jer anes Increase 
Position Level Present} 
‘ salary Immediate Maximum 
Mini- | Maxi- 
mum | mum | | | 
Amount Percent) Amount Percent 
j | | 
Postmaster, largest Ist-class office..| 20 |$13,770 |$14,800 |$14, 000 $1, 030 7.48 $1, 030 7.48 
Postmaster, large Ist-class office_.. 19 | 13,770 | 14, 660 | 14, 660 800 6. 46 890 6. 46 
SMR ote. cS nthe chnaaeden ces 19 | 12,770 | 13, 580 14, 660 810 6.34 1,890 14. 80 
Postmaster, Ist-class office........- 18 12,770 | 13, 536 | 13, 536 766 6. 00 766 6. 00 
Els ss cha ieslitid dig hier hittebstwe aimee 18 | 11,770 | 12,760 | 13,440 990 8. 41 1, 670 14.18 
| EERE ee eee 17 | 10,770 | 11, 580 | 12, 220 810 7. 52 1, 450 13. 46 
Sg eS SRR cen ee 16 9,770 | 10,550 | 11,150 780 7.98 1, 380 14.12 
REE VSR eke 16 8, 770 9,350 | 11,150 580 6. 61 2, 380 27.02 
SS ERE ee EY ee 15 8, 770 9,340 | 10, 150 570 6. 50 1, 410 16. 07 
Assistant postmaster, largest Ist- 
EN 18 8,470 | 11,400 | 13,440 2, 930 34. 59 4,970 58. 67 
Assistant postmaster, large Ist- 
class office............. PS ASS: 17 8,470 | 10,300 | 12, 220 1, 830 21. 60 3, 150 44. 27 
General superintendent, largest 
at eens 18} 8,470) 11,400} 13, 440 2,930} 34.59 4,970 58. 67 
Assistant postmaster, large Ist- 
class office ine bce gs = 17 7,970 | 10,300 | 12, 220 2, 330 29. 23 4, 250 §3. 07 
General superintendent, large PTS 
eo, ee thai sate Tite 17} 8,470 | 10,300 | 12, 220 1,830 | 21.60 3, 72 44, 27 
Assistant postmaster, Ist class 
office......... siatdainadedemrcbiaiersioenabiinds 16 7, 070 9, 350 | 11,150 2, 280 32. 24 4, 080 57. 70 
Postmaster, 1st class office......... 15 | 7,770} 8,500 | 10,180 730 9. 39 2, 410 31.01 
Assistant postmaster, Ist class 
Ene. Ma! A he 1,630 | 23.72 3, 310 48.18 
Postmaster, Ist class office......... 14| 7,770} 8,250] 9,290 480 6.18 1, 520 19. 56 
5 ee ee 14! 7,370! 7,990! 9, 2 620 8.14 1, 920 27. 40 
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uch Minimum and maximum inereases which H. R. 4644 will provide for officers and 
. employees in key positions— Continued 
t of EMPLOYEES WHO FOR THE FIRST TIME WILL, UNDER I. R. 4644, RECEIVE 
the AUTOMATIC STEP INCREMENTS—Continued 
nior . 
| H. — Increase 
: Present; 
and Position Level salary | | Immediate Maximum 
| Mini- | Maxi- | 
mum | mum | | 
, | | Amount |Percent) Amount Percent 
re in _ FR } | ' 
) 
A x Assistant postmaster, Ist-class of- 
ason fice 14 | $6,070 | $7,730 | $9,290 $1,660 | 27.34 $3, 220 53. 04 
erks Station superintendent, large clas- | 
tion. sified station. oT 14) 6,470 7, 730 9, 2%) 1, 260 19. 47 2, 82) 43. 52 
Postmaster, Ist-class office... ... 13 7, 310 7,980 | 8, 460 610 8.14 1,090 14.78 
Do... ERE eS eee 13} 7,070) 7,500] 8, 460 | 430 6. 08 1,390 19. 66 
FE ea ee : 13 | 6,570 | 7,020} 8, 460 | 450 6. 84 1, 890 28. 76 
uch Postal inspector......-.......-.-- 13} 6,770] 7/260) 8, 460 | 490| 7.23 1,690| 24.96 7p) 
5 OR SPY 2 IER 13 | 6,370] 7,020) 8, 460 | 650 | 10.20 2, 090 32. 81 J 
DBE ac dc ‘ 13} 5,970) 7,020) 8,460 | 1,050] 17.58 2, 490 41.70 om 
es Postmaster, Ist class office.....-. i2| 7,070) 7,700} 7,700! 630 8. 91 630 8.91 Y 
955. 7 Sa Lonnie 12| 6,570} 7,040} 7,700} 470 7.15 1, 130 17.19 
De ; 2} 6,370) 6,820] 7,700 | 450} 7.06 1,330] 20.87 = 
four superintendent, incoming or | 
outgoing mails............-.- 12} 5,670) 6,380) 7,700 710] 11.25 2,030 35, 81 
0 Ree eet oe Seay ae eee 12} 5,470} 6,380} 7,700 910} 16.63 2, 230 40. 76 aa) 
ERE ES ---| 12] 5,370} 6,380} 7,700 1,010 | 18,80 2,330} 43.39 aa 
| SE Sars tm } 12] 5,270} 6380) 7,700 1, 110 21.06 2, 430 46.11 
and Postinaster, Ist-class oflice.......- | ll | 6,170 | 6,600) 7,000 430 6. 96 R30 13, 45 
Tera ade balboa anillbe ----| HL} 6,070} 6,600 | 7,000 530} 8.73 930 | 15.32 z 
“oR Die tala te SG 11 | 5,970} 6,400! 7,000 430! 7.20 1,030} 17.25 
E i, Se ae 11} 6.870 | 6,400) 7,000 530} = 9.02 1, 130 19, 25 5 
EUiivn:d cudap niece teaeaas ll | 5,770) 6,200] 7,000 430 | 7.45 1, 230 21.31 
oh ERT ED 11 | 5,670) 6,200} 7,000 530 | 9.34 1, 330 23. 45 — 
— Building superintendent__....—... 11 | 6,270) 6,800} 7,000 530 8. 45 730 11. 64 or 
Do... ‘ li | 5,970) 6,400!) 7,000 430 7. 20 1, 030 17. 25 O 
Postmaster, small |st-class office- 10 | 5,570] 6,020] 6,390 4) 8. 07 820 14.72 noe 
BU ssi nninhivepamededbiedguinnk |} 1j 5,470} 5,835 | 6,390 365 6. 67 920 16.81 = 
a= bo eee dente | 5,370 |} 5,835) 6,390 405 8.65 1, 020 18, 99 
General foreman, mails.........- 10 5,370 | 5,835 | 6,390 465 8.65 1, 020 18. 99 
m RAST te Or ATE 10 | 5,331 | 5,835 | 6,390 504} 9.45 1,059] 19.86 lube 
— ee ee. combines 10 | 5,114] 5,465) 6,390 351 6. 86 1, 276 24.95 S 
= Fe RE are ae: 10 5, 005 5,465 | 6,390 460 9.19 1, 385 27. 67 
ercent Postmaster, 2d class office. ......- 9} 4.870] 5,230! 5,910 360} 7.39 1,040} 21.35 > 
Do... 9 4,770 5, 060 5, 910 290 6. 07 1,140 23. 89 
7.48 ‘ Assistant postmaster, small ist = 
6 46 class post office... ........-..... 9} 4,970 | 5,400] 5,980 430} 8.65 940} 18.91 %, 
14. x0 Do_. pacisévtinn hniginisiin 9 4, 896 5, 230 5, 910 334 6. 82 1,014 20. 71 
6.00 General foreman, R. P. O.......- 9} 5,270] 5,7 5, 910 470 8.91 640 12.14 a 
14.18 Do. ee ae 9{ 5,114] 5,570] 5,910 456 8. 91 796 15. 56 RY 
13. 46 Postmaster, 3d class offiee........ 8 | 4,298 | 4,685] 5,460 387 9.00 1, 162 27.03 > 
14.12 DG ee can ulate aan cee eee 8) 4,162] 4,530] 5,460 368 8.84 1, 298 31.18 < 
97 02 Os ES ESS EE! 8] 4,058 | 4,530] 5,460 472] W1.11 1, 402 34. 54 Pa 
_ bP RR RNG a &| 3,917] 4,530 | 5,460 613 | 15.64 1, 543 29. 39 zZ 
16. 07 SRT BRON BS GS &} 3,781) 4,530] 5,460 749 | 19.80 1679] 44.40 » 
5S 67 Foreman, mails................- : 8} 4,806) 5,305] 5, 460 409 8.35 564 11. 51 
hd TE FS FS &| 4,787) 5150) 5, 460 363 7. 58 673 14.05 
44.27 Postmaster, 3d-class office. ..-..--. 7| 4,298) 4,610) 5,030 312 7.25 732 17.03 
_ PRY BCR 9 ose 7} 4,162] 4,470] 5,030 308 7.40 868 20. 85 
58. 67 i, SAE IN Ce tard eee 7] 4,058] 4,030] 5,030 27: 6.70 972 21. 48 
Spiglis | ra 7| 3,917} 4,190} 5,030 273 6. 96 1,113 28. 41 
53.07 J ARSE ta a 7| 3,781 | 4,190] 5,030 409} 10.81 1, 249 33.03 
— EERE EE a a 7| 3,645] 4,190] 5,030 545 | 14.95 1, 385 7.99 
7 RE niente sk aiuncdeamne aide 7 3,509 | 4,190} 5,030 681 19. 69 1, 521 43.34 
44. 27 NG hee gos a a 7} 3,400} 4,190} 5,030 790 | 23. 23 1,630] 47.94 
57.70 NN aiiciednindiaabelsenudedswek 7) 3,264) 4,190; 5,030 926 | 28.37 1, 766 54.10 
31.01 linn cticccabsesplinahchasaued 7} 3,128] 4,190} 5,030 1,062 | 33.95 1,902 | 60.80 
: | SCRE ee Rey 7| 3,019/| 4,199! 5,030 1,171 | 38.78 2, 011 66. 61 
48.18 BP Guaiihintcskhpeiaceemake 7 2, 883 | 4, 190 5, 030 1, 307 45. 33 2, 147 74. 47 
19. 56 | 




















27, 40 
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Minimum and maximum increases which H. R. 4644 will provide for officers and 
employees in key positions—Continued 


EMPLOYEES WHO RECEIVE AUTOMATIC STEP INCREMENTS UNDER PRESENT LAW 
















































































Increase 
H. R. 4644— 
salary 
Position Level poo Immediate Maximum 
Mini- | Maxi- Per- Per- 
mum | mum | A™ount) cone | Amount | cent 
: | 
Ee eee ete A 1 |$2, 870-$3, 270 | $2,870 | $3, 470 $200 6.1 $200 6.1 
Elevator operator...........- 2 | 2,970- 3,370 | 3,080 | 3,710 235 6.9 340 10.0 
J 4 ree 2 | 2,950- 3,430 | 3,080; 3,710 280 8.1 280 8.1 
Clerks, 3d class post office... 2 | 2,770- 3,070 | 3,080) 3,710 220 6.4 640 20.8 
Guard..... 3 | 3,170- 3, 570 3, 330 3, 990 310 8.6 42 11.7 
File clerk_. 3 | 3,270- 4,070 | 3,330} 3,990 }_.........].....-.. 80} —10.9 
oy, ee er 3 | 3,270- 4,070 | 3,330] 3,990 |......-...}.......- 80 —10.9 
Mail handler................ 3 | 3,170- 3,470 | 3,330) 3,990 300 8.6 520 15.0 
oo eS ae: 3 | 3,170- 3,470 | 3,330} 3,990 300 8.6 520 15.0 
Special delivery messengers-. 4 | 3,170- 3,770 | 3,590 | 4,280 280 7.3 510 13.5 
Motor-vehicle operator. ..-.- 5 | 3,270- 4,070 | 3,640! 4,360 290 A! 290 7.1 
a EE a 5 | 3, 270- 4,070 3, 640 4, 360 290 7.1 290 7.1 
Distribution clerk 5 | 3,270- 4,070 | 3,640} 4,360 290 7.1 290 7.1 
We I COREE kon ekecemes 5 | 3, 270- 4,07 3,640 | 4,360 290 7.1 290 7.1 
Automotive mechanic... .... 6 | 3, 270- 4,37 3,880 | 4,630 260 6.0 260 5.9 
Peg , ee 6 | 3,470- 4,270 | 3,880] 4,630 360 8.4 360 8.4 
Distribution clerk, R. P. O-. 6 | 3,470- 4, 270 3, 880 4, 630 360 8.4 360 8.4 
Claims clerk, postoffice “ 6 | 3,270- 4,070 | 3,880 | 4,630 260 6.3 560 13.7 
Postmaster, small 3d-class | 
a BS ER 6 2, 883- 3, 645 2, 880 4, 630 235 6.3 985 27.7 
CNIS CROP i sccccecdonncesn 7 3, 470- 4,070 | 4,190 | 5,030 260 6.3 960 23.5 
EXHIBIT 2 
Clerks—Regular 
a ag Percent- 
adjust- . r ‘ rT -_ 
Public Law 134 | Present | ment (see | oo d Differ- po mand pp pe nb pe vo ation 
grade mesma AI lise — salary ence | ployees | payroll increase each 
tached) grade 
) RR Te ae $3, 270 1 $3, 640 $370 455 | $1, 487, 850 $168, 350 11. 31498 
, RETA | 3, 370 1 3, 640 270 836 2, 817, 320 225, 720 8. O1187 
PA MIRE: 3, 470 2 3, 760 290 , 923 6, 672, 810 557, 67 8. 35734 
OPS SOE Oe 3, 570 3 3, 880 310 3, 309 | 11, 813, 130 1, 025, 790 8, 68547 
ES 3, 670 4 4, 000 330 7,169 | 26, 310, 230 2, 365, 770 8, QULN2 
REL Se SET 3,770 4 4, 000 230 9, 227 | 34, 785, 790 2, 122, 210 6. 10079 
_ RES a 3, 870 5 4, 120 250 9,610 | 37,190,700 | 2, 402, 500 6. 45004 
en eee | 3, 970 6 4, 240 27 6, 055 | 24, 038, 350 1, 634, 850 6. 80100 
_ ESR eR | 4, 070 7 4, 360 290 9,850 | 40, 895, 000 2, 856, 500 7. 12530 
| CR ee 4,170 7 4, 360 200 21, 440 | 89, 404, 800 6, 217, 600 6. 95443 
te 4, 270 7 4, 360 290 16, 621 | 70,971,670 | 4, 820, 090 6, 79133 
a SARE, Be 4, 370 7 4, 360 | 200 26, 321 /115, 022, 77 7, 633, 090 6. 63615 
Total... ..: eee ane as aan | —s mvcaet Mak 616 [a6t, 410, 420 | GT | eee 











$32,030,140+-$461,410,420= 6.96346 percent clerks’ increase. 
Carriers 89,671= 44.2848 percent receive 6.84464 percent, 


Clerks 


202,487 





100 percent. 
Average, clerks and carriers=6.91484 percent increase. 


112,816= 55.7152 percent receive 6.96346 percent. 











and 


JAW 


) 
—10.9 
) 
} 
; 


fo) 


reent- 
ge in- 
rease, 





45004 
80100 
12530 

. 95443 
6, 79133 
6. 63615 
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City carriers—Regular 


65 







































oak o Percent 
adjust- ane 7 egate itdaedae Tama te 
Public Law 134 | Present | ment (see a ye Differ- —— Aggre gate Agere gate | age in- 
grade salary | schedule asic ence of em- present amount of | crease, 
, i. at alary ployees payroll increase each 
tached) grade 
es $3, 270 1| $3.60! $370 195 | $617. 650 
r Res 3, 370 I 3, 640 270 718 | 2,419, 660 
$. 35s Se 3, 470 2] 3, 760 | 290 1,350 | 4, 684, 500 : 
4 , 3, 570 31 3,880 310 2.216 | 7.4 960 | 8. 68347 
§. .ccncsume~ 3, 670 4) 4, 000 330 | 3,755 7 , 239,150 | 8. 99182 
( 4 3, 770 4! 4,000 | 230 | 12, 044 7 . 120 | 6, 10079 
1c cesvenscces 3, S70 5 | 4, 120 20 | 9, 515 2 | 6, 45994 
6 es | 3,970 6 4, 240 270 | 4, 425 1. 6. 80100 
© i. ee Ree i 4, 070 7 | 4, 360 290 5, 818 ¥ 7.12530 
eee en 4,170 7 | 4, 300) 290 | 16,328 | 68, 4, 735, 6. 95443 
B 4, 270 7} 4, 360 | 290 11,769 | 49,399,630 3,355,010 6, 79133 
( 3 4, 370 7 4, 360 200 | 21,538 | 94,121,060 | 6, 246, 020 6. 63615 
0 Se RE ERR WOE e eS ~rennace|norneeecer| 89, 671 (364, 527, 670 | 24,950,610 |_.....___. 
$24,950,610-+ $364,527 ,670= 6.84464 percent average increase for all regular city carriers. 
Schedule 1—Carriers and clerks 
Present } Salary per H. R. 4644 
Fe TE ET ee ee area ss 
plus 6 percent 
Grade Salary | Step Salary 
1 eta ebeatts Piacatmanenet aes $3, 270 1 $3, 640 
, aS ee " waded i 3, 370 ] 3, 640 
ioe aiapenareds sae ds aheapedd sins 3, 470 2 3. 760 
ED RS I OORT » Fe" ae tek 3, 570 1 3 3, 880 
§ Bese SS ee en ee ee | " 3, 67 3, 890 4 4,000 
th - | 3, 996 4 4, 000 
ees i ‘ ¥ s | 4, 102 5 | 4, 120 
& aibadmabeets sa ‘ x 4, 208 6 | 4,240 
©. i cmmwdneas | 4,314 7 4, 360 














Exuipit 3 
Unirebp Srares DEPARTMENT OF LABOR 
BUREAU OF LABOR STATISTICS 


Washington 25, D.C. 
Marcu 11, 1955. 
WAGE TRENDS DURING 1954 


Summary 


The Consumers’ Price Index was almost 1 percent lower at the beginning of 
1955 than it was either at the beginning or middle of 1954. However, collective 
bargaining negotiations during both the first and second half of the vear generally 
provided for wage rate increases for workers in private industry. Some workers 
had reductions in cost-of-living allowances during the year, but typically these 
reductions were more than offset by “annual improvement factor’ increases. 
During the early months of 1955 wage increases continued to be negotiated and 
it seems reasonable to anticipate that wage adjustments during the current year 
will be at least as large and widespread as in 1954. 


General wage rale changes negotiated during 1954 


Wage rate increases, affecting an estimated total of 4.4 million workers, were 
provided in 89 percent of the large labor-management contracts (those involving 
1,000 or more workers) negotiated during 1954. Upward adjustments of 5 and 
under 7 cents an hour were widespread and were provided in negotiations covering 
54 percent of all workers. About 2 percent of the contracts, mostly in the wool 


UNIVERSITY OF MICHIGAN LIBRARIES 








66 POSTAL FIELD SERVICE COMPENSATION ACT OF 1955 


textile industry, provided for wage decreases. In about 9 percent of the settle- 
ments in which wages were an issue basic wage scales remained unchanged.! 

Somewhat more than half of the negotiations were concluded during the second 
half of the year and a higher proportion of the settlements reached during this 
period than during the first part of the year provided for wage increases (‘3 
percent compared with 84 percent). However, the size of the increases was slightly 
smaller. This small difference in size appears to be due to the fact that settlement 
were concentrated in different industries with different wage levels and economic 
conditions rather than to any general change in the economic climate. 

Most office workers are not organized and hence this summary applies very 
largely to production workers. However, in a group of large communities 
covered by the Bureau of Labor Statistics’ Occupational Wage Surveys office 
workers’ salaries in late 1954 or early 1955 were higher than in corresponding 
periocs of 1953-54. 


Cost-of-living allowances and other wage changes under long-term contracts during 
1954 

The preceding summary excludes wage changes that went into effect during 
1954 as a result of earlier negotiations—for example, the annual improvement 
factor increases provided by long-term contracts in the automobile, farm equip- 
ment, and aircraft industries, and changes occurring under automatic cost-of- 
living escalator clauses. Cost-of-living allowances for at least a million and a 
quarter workers declined during 1954 as a result of the operation of these auto- 
matic escalator clauses.2. However, in the case of a large majority of these 
workers cost-of-living decreases were more than offset by annual improvement 
factor increases, which generally amounted to 5 cents an hour. These latter 
adjustments go into effect annually under certain long-term contracts regardless 
of the trend of consumer prices. Thus, in the automobile industry wage earners 
received a net increase of 3 cents an hour during 1954—the 5-cent annual improve- 
ment factor increase and a 2-cent cost-of-living decrease, 


1 The summary is limited to wage rate increases and does not include the value of supplementary benefits 
It excludes construction, the service trades, finance and government. Union scales in construction increased 
approximately 11 cents an hour in 1954. . 

2 Cost-of-living escalation was discontinued for about a million and a quarter railroad workers either late 
in 1953 or during 1954, with the expiration dates of such clauses varying from one railroad craft to another. 
Even those railroad workers who remained under escalation until late in 1954 experienced no decline in 
their cost-of-living allowance because of the nature of the escalator formulas in that industry, 
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DECLARING THAT THE HOUSE OF REPRESENTATIVES DOES NOT 
FAVOR SALE OF THE FACILITIES AS RECOMMENDED IN THE 
REPORT OF THE RUBBER PRODUCING FACILITIES DISPOSAL 
COMMISSION SUBMITTED TO THE CONGRESS ON JANUARY 24, 


1955 





Marcu 17, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Vinson, from the Committee on Armed Services, submitted the 
following 


ADVERSE REPORT 


[To accompany H. Res 170] 


The Committee on Armed Services, to whom was referred the resolu- 
tion (H. Res. 170) to declare that the House of Representatives does 
not favor sale of the facilities as recommended in the report of the 
Rubber Producing Facilities Disposal Commission submitted to the 
Congress on January 24, 1955, having considered the same, report 
the resolution back to the House with the recommendation that the 
resolution do not pass. 

After careful review of the entire disposal program involving 707 
pages of testimony, the Committee on Armed Services by a vote of 
27 to 3 recommends that the resolution not pass. 

Rubber is an indispensable product in war and in peace. It can 
be truly said that we are a nation on tires, and it is difficult to visualize 
any part of our economy that does not depend, to a great extent, 
upon the versatility of rubber. 

In 1939 our Government began to recognize the urgency of building 
up our supply of natural rubber. In that year we bartered 600,000 
bales of cotton for 95,000 long tons of British rubber. 

In June of 1940 President Roosevelt declared rubber a strategic 
and critical material and a Government group, known as the Rubber 
Reserve Company, was established to acquire an adequate stockpile 
of natural rubber as soon as possible. 

In June of 1941, the Rubber Reserve Company was designated as 
sole purchasing agent of rubber for both industry and Government 
and the first restrictions were issued shortly thereafter in an effort 
to reduce the consumption of new rubber and to expedite the creation 
of a stockpile of natural rubber. 
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At the time of Pearl Harbor we had a stockpile of 505,000 long tons 
of natural rubber, and by the time Singapore fell we had a stockpile 
of 630,000 long tons, although our consumption of natural rubber in 
1941 amounted to 781,000 long tons. When Singapore fell, 90 percent 
of the world’s natural rubber supply fell into Japanese hands. From 
January 1942 to September 2, 1945, we were able to import into the 
United States only 315,000 long tons of natural rubber. Our total 
imports for 3 years during World War II were not sufficient to even 
supply a half year’s wartime need. 

{mmediately after Pearl Harbor, drastic restrictions were placed on 
the consumption of natural rubber. And as a result of these restric- 
tions the new rubber consumption was cut from 781,000 long tons in 
1941 to 394,000 long tons in 1942. 

But we still had to find a substitute for natural rubber. And thus 
8 Government turned to synthetic rubber as the answer to the rubber 
shortae. 

There were a few privately owned synthetic rubber plants in opera- 
tion at that time capable of producing about 8,000 tons of synthetic 
rubber annually. 

To augment this production, the Government expended about $700 
million in building a great new synthetic rubber industry. 

By 1944 this industry was capable of producing annually more than 
1 million long tons of synthetic rubber. Patent rights were pooled 
and cross licensing of patents were negotiated under Government 
auspices. 

The construction of these plants during World War II was second 
only to the development of nuclear power as the greatest achievement 
of the war. 

In 1946, the plants were transferred to the Reconstruction Finance 
Corporation and several plants were sold. In fact, between 1946 and 
1949, the Government sold 4 styrene plants, 1 copolymer plant, 
4 small petroleum-butadiene plants, 1 large alcohol-butadiene plant, 
and 1 neoprene plant. All together, some 18 facilities were sold, 
having an approximate plant investment of $165 million for which the 
Government received $57 million. 

Recognizing the importance of the synthetic rubber industry to the 
Nation, Congress, as a result of legislation prepared by the House 
Committee on Armed Services, enacted the Rubber Act of 1948. 
Section 2 of the act provided: 

Src. 2. It is the policy of the United States that there shall be maintained at 
all times in the interest of the national security and common defense, ir addition 
to stock piles of natural rubber which are to be acquired, rotated, and retained 
pursuant to the Strategic and Critical Materials Stock Piling Act (Public Law 
520, Seventy-ninth Congress, approved July 23, 1946), a technologically advanced 
and rapidly expandible rubber-producing industry in the United States of suffi- 
cient productive capacity to assure the availability in times of national emergency 
of adequate supplies of synthetic rubber to meet the essential civilian, military, 
and naval needs of the country. It is further declared to be the policy of the 
Congress that the security interests of the United States can and will best be 
served by the development within the United States of a frec, competitive syn- 
thetic-rubber industry. In order to strengthen national security through a sound 
industry it is essential that Government ownership of production facilities, Gov- 
ernment production of synthetic rubber, regulations requiring mandatory use of 
synthetic rubber, and patent pooling be ended and terminated whenever con- 
sistent with national security, as provided in this Act. 
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Among other things, this act provided that there should be main- 
tained at all times within the United States rubber-producing facilities 
having a rated production capacity of not less than 600,000 long tons 
per annum of general purpose rubber, and not less than 65,000 long 
tons per annum of special purpose synthetic rubber. In addition, 
the President was aut leak to exercise allocation, specification, and 
inventory controls of natural and synthetic rubber which would assure 
the consumption of not less than 225,000 long tons of synthetic 
rubber annually in the country. This was done with the idea of 
preserving this important new industry that had so recently been 
established in the Nation. 

However, there was little interest shown in 1948 in the possible 
purchase of the plants. Instead, the problem was one of assuring 
consumption of synthetic rubber sufficient to keep the industry alive. 

This act also required the President to make a report to the Congress 
not later than January 15, 1950, recommending a program for the 
disposal of the Government-owned rubber producing facilities to 
private industry. 

In compliance with this provision of the Rubber Act of 1948, Presi- 
dent Truman submitted a report to the Congress recommending the 
sale of the plants. However, the recommendation did not contain a 
statutory minimum figure of synthetic rubber to be produced and 
consumed annually in the United States. And the Committee on 
Armed Services concluded that the recommendations at that time did 
e fulfill national security requirements as well as the Rubber Act 
of 1948. 

The only interest that was shown in the possible purchase of the 
= was coupled with continued mandatory use. Synthetic rubber 
1ad not then reached a free competitive position with natural rubber, 
and the Committee on Armed Services declined to sell plants to pri- 
vate industry coupled with provisions that would have made the con- 
sumption of specific amounts of synthetic rubber mandatory. 

As a result, the Rubber Act of 1948 was extended to June 30, 1952. 

In 1952 the Rubber Act of 1948 was extended to March 31, 1954, 
because of the war in Korea and the obvious necessity for continuing 
overall production without any interruption. At that time the Rubber 
Act also required the President to recommend a disposal program. 

President Truman stated in his message to the Congress that— 

Two years ago I recommended that the Congress authorize transfer of the 
Government’s rubber-producing facilities to private ownership and recommended 
a disposal plan. It is still my belief that it would be in the national interest to 
have the authority to dispose of the synthetic rubber plants. For the reasons I 
have just given, however, and in consideration of the action taken by the Con- 
gress in June of 1950 in extending the Rubber Act of 1948, it is my conclusion 
that disposal of GR-S facilities should be temporarily deferred. I therefore recom- 
mend that the Rubber Act of 1948, with respect to GR-S, be extended for another 
2 years. With respect to butyl, I should like to suggest that the Congress give 
consideration to authorizing disposal of these plants according to the general plans 
outlined in my previous report, and to the termination of authority to require 


the consumption of butyl rubber. 

This message was dated January 14, 1952, and the Committee on 
Armed Services, while agreeing that the situation with respect to butyl 
rubber differed in many respects with that of GR-S, concluded that 
the entire synthetic rubber program should be treated as an integral 


unit, and therefore did not act favorably upon the President’s recom- 
mendation. 
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In 1953, the Committee on Armed Services wrote what eventually 
became the Rubber Producing Facilities Disposal Act of 1953. The 
committee pointed out in its report at that time that a considerable 
change had taken place in the whole atmosphere of synthetic rubber. 
Demand for synthetic rubber had increased steadily, new uses had 
been found for synthetic rubber and new processes developed. The 
Rubber Act of 1948 had been amended so as to require the President 
to submit a rubber disposal program on or before April 15, 1953. 
President Eisenhower complied with this requirement and submitted 
his report which became the foundation for the Rubber Producing 
Facilities Disposal Act of 1953. 

The President’s message stated that-—— 
disposal of the Government-owned facilities must be consistent with three 
objectives: In the first place, the Government should realize their full fair value; 
secondly, disposal should be effected in such a way as to assure to the consuming 
public and to large and small rubber fabricators the benefits of fair competition; 
and finally, to insure against the hazards of unforeseeable contingencies, the fa- 
cilities must be sold on such terms as will guarantee their ready availability for 
the production of synthetic rubber in time of emergency. Disposal pursuant to 
these criteria will best serve the public interest. 

With these criteria in mind, the Committee on Armed Services of 
the House, and the Banking and Currency Committee of the Senate, 
together formulated the Rubber Producing Facilities Disposal Act 
of 1953. Section 2 of that act states: 

Sec. 2. It is hereby declared that disposal of the Government-owned rubber- 
producing facilities pursuant to the provisions of this Act is consistent with the 
national security and will further effectuate the policy set forth in section 2 of the 
Rubber Act of 1948, as amended (62 Stat. 101, 50 U.S C. App. 1921), with re- 
spect to the development within the United States of a free, competitive, syn- 
thetic rubber industry. 

The Disposal Act was carefully written. It was passed by the 
House on June 25, 1953, by a rollcall vote of 317 to 58. Section 3 (a) 
of the act authorized the President to appoint a three-man commission, 
to be known as the Rubber Producing Facilities Disposal Commission. 
There were severe restrictions on the individuals who could serve on 
this Commission. 

Section 3 (c) of the act required the Commission, from the time of its 
appointment and throughout the course of performance of its duties, 
to consult with the Attorney General. It also required the Disposal 
Report to be submitted to the Attorney General to ascertain whether, 
in his opinion, the proposed sale would violate the antitrust laws. 

The Banal Act required that the facilities be advertised for sale 
for at least 6 months. And, in addition, the Disposal Act required 
that the Commission negotiate with those who submitted proposals 
for not less than 7 months. The act established seven criteria to be 
used by the Commission in arriving at its recommendation for disposal: 

1. The program had to be designed to best afford small business 
enterprises and users, other than the purchaser of a facility, the 
opportunity to obtain a fair share of the end products of the facil- 
ities sold and at fair prices. 

2. The purchaser must have the technical competence to oper- 
ate a rubber facility. 

3. The recommended sales must provide for the development 
within United States of a free, competitive synthetic rubber 
industry and not permit any person to possess unreasonable 
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control over the manufacture of synthetic rubber or its component 
materials. 

4. The purchaser must actually intend to operate the facility 
or facilities for the purpose of manufacturing synthetic rubber. 

5. That full fair value for the facilities be received. 

6. That disposal of the facilities is consistent with national 
security, and 

7. That the facilities recommended for sale will, in the aggre- 
gate, be capable of annually producing not less than 500,000 long 
tons of general purpose synthetic rubber and not less than 43,000 
long tons annually of butyl rubber. 

Following the enactment of this law on August 7, 1953, the President 
appointed the Commission, consisting of Mr. Leslie A. Rounds, of 
Maine; Mr. Everett R. Cook, of Tennessee; and Mr. Holman D. 
Pettibone, of Illinois. Mr. Pettibone was named Chairman. 

The Commission’s philosophy at the outset is expressed on page 6 
of the Disposal Report. They said: 

We members of the Commission undertook our assignment because we believed 
in the transfer of an essential, going profitable business from Government to 

rivate operation. We believe that Congress formulated a workable disposal 
aw. It is designed to give due regard to the defense and financial interests of 


Government, and at the same time permit industry to buy and operate these 
facilities on fair terms and under competitive conditions. 


Gotnc ProrirasBLeE BusIness 


In the fiscal year ending June 30, 1953, the net income from the 
Government rubber program was $59,929,609. In the fiscal year end- 
ing June 30, 1954, the net income was $41,778,866. On that same date, 
however, because of wartime operations, shutdown and reactivation 
expenses, and other losses, the total deficit from the inception of the 
rubber program amounted to $194,805,803. 


Wat Was In THE ProGRAM WHEN THE Commission Took OFFIcEe 


When the Commission took office in November of 1953, there 

were— 

13 copolymer plants 

2 butyl plants 

8 petroleum-butadiene plants 

2 alcohol-butadiene plants 

1 styrene plant 

1 small DDM chemical plant 

448 pressure tank cars 

And some miscellaneous equipment 
The Disposal Act specifically precluded the sale of the Government- 
owned evaluation laboratory at Akron, Ohio. The act did permit the 
Commission, however, to lease the alcohol-butadiene facilities; but 
under the act, all facilities not sold may not be operated as a rubber- 
producing facility for the account, or by the Government, except pur- 
suant to further act of Congress. And no facility that remains un- 
sold may be disposed of by sale for a period of 3 years after the re- 
maining plants are transferred to private owners. 

Under the law, the Commission had to advertise for not less than 

6 months, and then they had-to negotiate with the bidders for another 
period of not less than 7 months. 
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The Commission was also charged with establishing an interest rate 
on purchase money mortgages of not less than 3 percent. The Com- 
mission established a purchase money yeni rate of 4 percent. 

On May 27, 1954, the Chairman of the Commission opened the 
proposals in the presence of the other members of the Commission, 
and two staff members. A total of 75 proposals were received from 
35 bidders. Thereafter, the Commission entered into the negotia- 
tion period which terminated on December 27, 1954. 


Wuat tHe Commission Has REcoMMENDED FoR SALE 


The sales recommended involve 24 plants with a contract sales price 
of $285,465,000, including net additions. 

The facilities recommended for sale are: 

11 i lants 
8 petroleum-butadiene plants 
1 alcohol-butadiene plant 
2 butyl! plants 
1 styrene plant 
1 small DDM chemical plant 

The facilities recommended for sale have an assigned annual capacity 
of 689,600 long tons of GR-S, and 90,000 long tons of butyl capacity. 
This is 189,000 long tons of GR-S and 47,000 long tons of butyl! in 
excess of the statutory minimum established in the Disposal Act. 

In its report, the Commission stated that the sales prices recom- 
mended to the Congress exceed the initial high bids for these facilities 
by over $30,000,000. And the report further states that without 
exception the Commission sold “to the highest bidder.” 

The report further states that in the case of the sale to Shell 
Chemical Corp. of the styrene, butadiene, and copolymer facilities 
on the west coast, a package sale was made. The bidder declined 
to submit proposals for the facilities individually. Shell’s proposal 
for the three facilities exceeded the total of the highest proposals 
for each of the three individual facilities, 

The Commission was unable to sell: 

2 copolymer plants 
1 alcohol-butadiene plant 
448 tank cars 

Wo proposals were received for one of the copolymer plants and 

one alcohol-butadiene plant. Both are in standby and have been 
. for some time. 

The other copolymer plant is located at Baytown, Tex., is now in 
operation and has an annual output of 44,000 tons and is one of the 
two copolymer plants in the rubber program that mixes carbon black 
with GR-S during the process of manufacturing GR-S. 


Wauat THe Frnanciat Stratus or Tuis Program Wit Be Ir THE 
RECOMMENDED Sates ARE Put Into Errect 


The estimated gross book value on April 30, 1955, of all of the 
facilities amounts to $531,001,000. On that same date, the rubber 
program reserve for depreciation will amount to $403,088,000. Thus 
the estimated book value of the facilities as of April 30, 1955, 1s 
$127,912,800. As of June 30, 1954, there was an accumulated 
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operating deficit of $194,806,000. The Commission expects to make 
a profit of approximately $50 million between the period June 30, 
1954, and April 30, 1955. Thus the estimated accumulated deficit 
as of April 30, 1955, will amount to $144,806,000. Adding the 
accumulated deficit to the net book value of $127,912,800 for all of 
the facilities will result in a total unrecovered investment as of 
April 30, 1955, of $272,718,800 exclusive of net current assets. The 
Commission proposes to sell the plants, including net capital additions 
or improvement that have been made since August 31, 1954, for 
$263,643,000. Thus the American people will receive $263,643,000, 
as against a total unrecovered investment of $272,718,800. The net 
loss to the American people on the entire rubber program since its 
inception in 1941, including 4 years of operation during World War 
II, will amount to approximately $9,075,800. 

The return to the taxpayers will amount to 96.6 percent of the un- 
recovered investment. In addition, under the present disposal pro- 
gram, the Government will retain ownership of three unsold facilities 
and miscellaneous equipment, having an estimated net book value of 
$18,557,000. If this amount is subtracted from the unrecovered 
balance of $272,718,000 it would leave an unrecovered balance of 
$254,161,000 as against a recovery of $263,643,000. 

For the plants it proposes to sell, the Commission will receive a 
base price of $259,829,000. In addition, purchasers will pay dollar 
for dollar for net capital additions to the plants which the Government 
will make prior to transfer. This is conservatively estimated as 
$3,814,000. Purchasers will also pay an estimated $22,122,000 for 
all supplies, raw materials, spare parts, et cetera, at the plants at the 
time of transfer. Thus, the Commission itself will receive about 
$285,465,000 for the plants. In addition, Federal Facilities Corpora- 
tion will receive approximately $24,800,000 from selling its rubber 
inventory to the plant purchasers. This results in a total return from 
sale of plants po rubber inventory of $310,565,000. 


Proceeds from sale 
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How tue Sates Witt Take Errecr 


_ Section 23 of the Disposal Act allows any Member of Congress to 
introduce a resolution of disapproval in whole or in part for any of the 
facilities recommended for sale. This provision of the law states: 


If the Committee to which has been referred a resolution with respect to a facility 
or facilities has not reported it before the expiration of ten calendar days after its 
introduction, it shall then (but not before) be in order to move either to discharge 
the committee from further consideration of such resolution, or to discharge the 
committee from further consideration of any other resolution with respect to such 
facility or facilities which has been referred to the committee. 


The act further states that: 


Such motion may be made only by a person favoring the resolution, shall be 
highly igs a Hy that it may not be made after the committee has re- 
ported a ution with respect to the same facility or facilities), and debate 


UNIVERSITY OF MICHIGAN LIBRARIES 


8 SALE OF RUBBER-PRODUCING FACILITIES 


thereon shall be limited to not to exceed one hour, to be equally divided between 
those favoring and those opposing the resolution. No amendment to such motion 
shall be in order to move to reconsider the vote by which such motion is agreed 
to or disagreed to. 


If no resolution of disapproval is passed by either House by mid- 
night of March 25, 1955, the sales will take effect. 


Sates RECOMMENDED 


The Commission has recommended the following sales: 


CALIFORNIA 


The copolymer plant in Los Angeles, the petroleum butadiene plant in Torrance 
and the styrene plant in Los Angeles to the Shell Chemical Corp. at a price of 
$30 million. 

The petroleum butadiene plant in El Segundo to the Standard Oil Co. of 
California at a price of $1,500,000. 


CONNECTICUT 


The copolymer plant in Naugatuck to the United States Rubber Co. at a 
price o* $3,200,000. 

The DDM (Dodecy! Mercaptan) chemical plant in Naugatuck to the United 
States Rubber Co. at a price of $60,000. 


KENTUCKY 


The copolymer plant in Louisville to the American Synthetic Rubber Corp., 
which is owned by 29 manufacturing companies having plants in 21 States, at a 
price of $2.340,000. 

LOUISIANA 


The copolymer plant in Baton Rouge to the Copolymer Corp., which is owned 
by 7 manufacturing companies, at a price of $5 million. 

The petroleum butadiene plant in Baton Rouge to the Copolymer Corp. at a 
price of $5 million. 

The butyl rubber plant in Baton Rouge to the Esso Standard Oil Co. at a price 
of $14,857 000. 

The copolymer plant in Lake Charles to the Firestone Tire & Rubber Co. at a 
price of $11,650,000. 

The petroleum butadiene plant in Lake Charles to Petroleum Chemicals, Inc., 
owned equally by Cities Service Co. and Continental Oil Co., at a price of $16 
million. 

OHIO 


A copolymer plant in Akron to the Firestone Tire & Rubber Co. at a price of 
$2,250,000. 

A copolymer plant in Akron to the Goodyear Synthetic Rubber Corp., a 
subsidiary of the Goodyear Tire & Rubber Co., at a price of $2,075,000. 


PENNSYLVANIA 


The alcohol butadiene plant in Kobuta to Koppers Co., Inc., at a price of $2 

million. 
TEXAS 

The petroleum butadiene plant in Baytown to the Humble Oil & Refining Co. 
at a price of $8,886,000. 

The butyl rubber plant in Baytown to the Humble Oil & Refining Co. at a 
price of $17,500,000. 

The copolymer plant in Borger to the Phillips Chemical Co., a wholly owned 
subsidiary of, the Phillips Petroleum Co., at a price of $4,525,000 


The petroleum butadiene plant in Borger to the Phillips Chemical Co., at a 
price of $19,100,000. 

The copolymer plant in Houston to the Goodyear Synthetic Rubber Corp., 
a subsidiary of the Goodyear Tire & Rubber Co., at a price of $11,889,000. 
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The petroleum butadiene plant in Houston to the Food Machinery & Chemical 
Corp. at a price of $24,187,000. 

A copolymer plant in Port Neches to the Goodrich-Gulf Chemica's, Inc., 
owned ny by the B. F. Goodrich Co. and the Gulf Oil Corp., at a price of 
$13 million. 

A copolymer plant in Port Neches to the Texas-United States Chemica! Co., 
onned sauelly by the Texas Co. and the United States Rubber Co., at a price of 
$11,500,000. 

The petroleum butadiene plant in Port Neches to the Goodrich-Gulf Chemicals 
Inc., and the Texas-United States Chemical Co. for undivided half interests at a 
price of $53 million. 

Transmitted with this report is a supplementary volume which contains the 
full text of all proposals received, basic forms of contracts of sale, and appendixes 
of all contracts signed. 


DisPosaL OF THE SyntTHETIC Ruprer Faciuities Has Been 
RECOMMENDED BY Two Successive ADMINISTRATIONS 


On January 14, 1950, the then President of the United States, 
Harry S. Truman, recommended to the Congress that— 


The President should be authorized to dispose of the synthetic rubber facilities to 
private owners, under conditions which will protect the national security and 
promote effective competition. The disposal of these plants, while promoting 
effective competition, will present many difficult problems. ‘The plants are large 
and involve large-scale operations. Furthermore, only a few plants are required 
to meet the public demand for both required and anticipated voluntary consump- 
tion of synthetic rubber. The legislation authorizing disposal should take ac- 
count of these facts, and provide specific standards designed to assure that the 


disposal will actively promote effective competition and avoid monopolistic con- 
centrat‘on. 


The President further stated in his report: 


The program involves facilities and operations of a magnitude which cannot 
usually be handled by firms ordinarily within the definition of “‘small business.” 
Operation of any of these facilities would require the assumption of sizable finan- 
cial responsibilities as well as substantial amounts of working capital. It is esti- 
mated that working capital of approximately $1 million would be required to 
operate a butadiene plant of 55,000 short tons a year design capacity, while 
approximately $2,500,000 would be required to operate a GR-S or buty! plant 
with a design capacity of 30,000 long tons: 

President Truman recommended a careful appraisal of the facilities 
to establish: 

(1) The value of the physical property with due regard for repro- 
duction costs, physical depreciation, and technological obsolescence 
which may have occurred; (2) the economic advantages and disad- 
vantages of the plant relative to other existing plants or plants which 
might be built, taking into account such factors as availability and 
cost of raw materials, operating costs, and costs of transporting the 
finished product to market; and (3) the rate at which the plant could 
be operated under good commercial practices over a reasonable period 
of time, based on the most economical and efficient return of produc- 
tion of synthetic rubber (or components). 


Again in 1952 President Truman stated in a message to the Congress 
that— 


Two years ago I recommended that the Congress authorize transfer of the 
Government’s rubber-producing facilities to private ownership and recommended 
a disposal plan. It is still my belief that it would be in the national interest 
to have the authority to dispose of the synthetic rubber plants. For the reasons 
I have just given, however, and in consideration of the action taken by the 
Congress in June of 1950 in extending the Rubber Act of 1948, it is my conclusion 
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that disposal of GR-S facilities should be temporarily deferred. I therefore 
recommend that the Rubber Act of 1948, with respect to GR-S, be extended for 
another 2 years. With respect to butyl, I should like to suggest that the Congress 
give consideration to authorizing disposal of these plants according to the general 
plans outlined in my previous report, and to the termination of authority to 
require the consumption of butyl rubber. 

On April 15, 1953, President Eisenhower submitted a disposal pro- 
gram to the Congress accompanied by the following message: 

Disposal of the Government-owned facilities must be consistent with three 
objectives: In the first place, the Government should realize their full fair value; 
secondly, disposal should be effected in such a way as to assure to the consuming 
public and to large and small rubber fabricators the benefits of fair o> merit 
and finally, to insure against the hazards of unforeseeable contingencies, the facili- 
ties must be sold on such terms as will guarantee their ready availability for the 
production of synthetic rubber in time of emergency. Disposal pursuant to these 
criteria will best serve the public interest, 

It is apparent, therefore, that 2 Presidents, representing 2 major 
nc-188 parties, have recommended disposal of the synthetic rubber 
acilities to private industry. 5 

The Committee on Armed Services concurs in the viewpoints ex- 
pressed by two Presidents of different political parties that the syn- 
thetic rubber facilities should be sold to private industry. 

As previously pointed out, the House concurred in this policy by a 
vote of 317 to 58 when it approved legislation which became Public 
Law 205 of the 83d Congress. 


AVAILABILITY OF SYNTHETIC RuBBER TO SMALL BusINgEss 
ENTERPRISES AS DEFINED IN THE DisposaL Act 


The Committee on Armed Services directed the following series of 
questions to each prospective purchaser of a copolymer facility: 

1. Assuming the most favorable conditions, what do you estimate 
to be the maximum capacity, or assigned annual capacity of GR-S 
rubber, expressed in long tons which you could produce annually in 
the copolymer plant which you propose to buy? 

2. How many long tons of GR-S did this facility produce in 1954? 

3. What has been its average production over the last 4 fiscal years? 

4. Is it correct to assume that you could operate at maximum 
capacity for any extended period of time without doing irrevocable 
damage to the facility? {i 

5. Assuming you get the facility, how many long tons of GR-S 
rubber do you plan to produce annually? 

6. Section 21 (h) of the act defines the term “small-business enter- 
prise’ as an enterprise independently owned and operated which is 
not dominant in its field of operation, due regard being given to the 
number of its employees and dollar volume of business. Do you 
agree that this would exclude a subsidiary company of a purchaser of 
a copolymer facility from participating in the share of GR-S to be 
made available to small business? 

7. What percentage of your planned production, expressed in long 
eh do you intend to make available to small business on a continuing 

asis? 

8. In the sales contract covering this facility you assume an obliga- 
tion to make available ‘a percentage of your production to small- 
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business users. Do you consider this obligation to be a legal obligation 
es Ny enforceable in the courts by small-business users, or on their 
beh 

9. Assuming the approval of all of the proposed sales, have you 
made any tentative or firm ements with the Shell Chemical Co. 
to purchase a portion of its GR-S production? If so, state the terms 
and the amount of GR-S involved. 

10. Assuming the approval of all of the proposed sales, have you 
made any tentative or firm agreements with the Phillips Chemical 
Co. to purchase a portion of its GR-S production? If so, state the 
terms and the amount of GR-S involved. 

11. Do you have any firm plans for the expansion of the capacity of 
the copolymer facility or facilities which you propose to purchase? 

12. At what price do you propose to sell: 

(a) Inventory GR-S? 
(b) GR-S hereafter manufactured in your own plant? 

13. What effect would a decrease in the supply of natural rubber, 
or an increase in the price of natural rubber, have on your planned 
selling price of GR-S? 

The answers to the questions can be summarized as follows: 
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Thus, it will be seen that small business, as defined in the Disposal 
Act—that is, ‘an enterprise independently owned and operated which 
is not dominant in its field of operation, due regard being given to the 
number of its employees and dollar volume of business’’—will be 
assured of an availability of 152,520 long tons net of GR-S when the 
plants are operated at capacity. In addition, small business will be 
guaranteed 10,500 long tons of butyl rubber when those facilities are 
operated at capacity. 

It is obvious that it is to the advantage of the copolymer operators 
to operate at capacity. Thus the protection afforded small business 
is completely adequate. ‘The guaranties to small business are only 
necessary when the plants are operated at capacity. With plants 
operating at capacity there would be an increased demand for syn- 
thetic rubber, and it is at this point that the legal and moral obligation 
of each purchaser of a copolymer facility to supply small-business 
enterprises becomes important to small business. When the plants 
are not operating at capacity, it will obviously mean that the demand 
for synthetic rubber will be down throughout the Nation and copoly- 
mer operators will be looking for purchasers from all sources. 

In that connection, it should be further noted that there are many 
purchasers of synthetic rubber, other than tire manufacturers, who 
are not small business. The definition of small business is an enter- 
prise independently owned and operated which is not dominant in 
its field of operation. ‘Thus companies who use rubber and who are 
dominant in their fields are not entitled to the protection afforded 
small-business enterprises under the sales contracts entered into 
between the Government and the propsective copolymer plant 
purchasers. 

Likewise, there is one large tire manufacturer, the General Tire 
& Rubber Co., who will have no guaranteed assurance of an avail- 
ability of synthetic rubber under the terms of the contracts entered 
rie between the Government and the purchasers of the copolymer 
acilities. 

The Honorable Sidney Yates, in testifying before the House Armed 
Services Committee, stated: 

Under a condition of maximum capacity, there would be approximately 242,000 
long tons available to all purchasers in the open market. Of this total, based on 
present distribution data, about 110,000 tons would be purchased from Shell 
and Phillips by the Big Four. This would leave a total of 132,000, or 19 percent, 
available for all other users. But these conclusions are based upon operation at 
maximum capacity, a condition which has rarely existed—if ever—and certainly 
did not exist during 1954, the year to which the Commission should properly 
turn for realistic appraisal. However, if we take 19 percent of the actual capacity 
during 1954 rather than of the maximum capacity concept of the Commission, 
we find that there will be available for the use of small business enterprises only 
88,000 tons. Thus we say that the rubber available for purchase by small business 
under the proposed sale would seem to be approximately one-third less than was 
available in 1954 under Government operation. If these calculations be correct— 
and they are made on the basis of the Commission’s report—small business has 
indeed cause to fear the proposed sales. 

The Committee on Armed Services, following the testimony of 
Hon. Sidney Yates, presented the questions previously mentioned to 
each purchaser of a copolymer facility. Based upon capacity, 
there will be a guaranteed availability of 152,520 long tons of GR-S 
for small business. It should be noted that purchasers of copolymer 
facilities are buying the facilities to manufacture synthetic rubber. 
It is to their advantage to run at capacity. Their motive for operating 
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the copolymer facilities is the motive of all business, to make a profit. 
Obviously the more rubber that can be produced and sold, the greater 
the total profit. All of the copolymer purchasers have testified as 
to the capacity of the plant which they propose to purchase. These 
capacities are based upon engineering estimates and performance. 
They are not based upon assumptions. All copolymer purchasers 
testified that they intended to operate at capacity, depending upon 
demand. 

To assume that the purchasers of the copolymer facilities will only 
roduce GR-S for their own needs is to deny the economic facts of 
ife. Lowered production means increased cost, and no company 

that plans to remain in business seeks to increase its own operating 
costs. Such an assumption also is untenable in view of the avail- 
ability of GR-S from Shell and Phillips. 

To assume that the purchasers of the copolymer facilities will at- 
tempt to drive competitors out of business by reducing production to 
their own needs is to infer a charge that all of the purchasers will join 
together in a gigantic plot to throttle small business. 

Such an assumption would deny the effectiveness of the antitrust 
laws and the Congress. The Committee on Armed Services is of the 
opinion that Saal beaiiis will not only be able to purchase all of its 
needs in GR-S but will have a guaranteed source well in excess of its 
requirements. 

n calendar 1954, purchasers of GR-S, other than prospective pur- 
chasers of copolymer facilities, purchased approximately 112,000 long 
tons net GR-S. During the 5 years 1950-54, these same companies 
averaged purchases amounting to 132,000 long tons net GR-S. 

Among these purchasers are General Tire & Rubber Co., the fifth 
largest tire manufacturer in the United States, General Motors, and 
the Richardson Co. These 3 companies in 1954 were among the 18 
largest purchasers of synthetic rubber in the United States. They 
can hardly be considered small business under the definition contained 
in the Disposal Act and thus would not be entitled to the protection 
afforded small-business users in the sales contracts for the copolymer 
facilities. 

The following companies are considered to be participants in 
copolymer facilities in the disposal program: 


American Biltrite Co. Hewitt-Robins, Inc. 
American Cyanamid Co. Hood Rubber Division, B. F. Goodrich 
American Anode Co. 0. 

Anaconda Wire & Cable Co. Johnson Rubber Co. 
Armstrong Rubber Co. Kelly-Springfield Tire Co. 
Bata Shoe Co. La Crosse Rubber Mills Co. 
Bristol Mfg. Co. Mansfield Tire & Rubber Co. 
Brown Rubber Co. Phelps-Dodge Hen 
Converse Rubber Co. Phillips Chemical Co. 
Dayton Rubber Co. Raybestos- Manhattan, Inc. 
Dewey & Almy Chemical Co. Rome Cable Corp. 

Dunlop Tire & Rubber Co. Seamless Rubber Co. 
Endicott-Johnson Co. Seiberling Rubber Co. 

Essex Wire Corp. Simplex Wire & Cable Co. 
Faultless Rubber Co. Servus Rubber Co. 

Firestone Tire & Rubber Co. Sponge Rubber Products 
Gates Rubber Co. Thermoid Co. 

General Cable Corp. Tingley-Reliance Co. 

B. F. Goodrich Co Tyer Rubber Co. 


Goodyear Footwear Co. (Rhode Island) United States Rubber Co. 
Goodyear Rubber Co. (Connecticut) Wooster Rubber Co. 
Goodyear Tire & Rubber Co. 
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At several points during the hearing on the disposal of the rubber 
facilities the question arose as to the enforceability of the commitments 
of the copolymer — to guarantee an amount or percentage of 
capacity for small business. Each purchaser of a sadelreses facility 
was asked the following question: 

In the sales contract covering this facility you assume an obligation to make 
available a percentage of your production to small-business users. Do you con- 


sider this obligation to be a legal obligation which is enforceable in the courts by 
small-business users, or on their behalf? 


Each purchaser of a copolymer facility answered that question in 
the affirmative. 

During the hearings, the Assistant Attorney General in charge of 
the Antitrust Division of the Department of Justice, Stanley Barnes, 
was asked to comment as to whether the commitments with regard to 
small business were enforceable and had a legal binding effect upon the 
purchaser of a copolymer facility. The Assistant Attorney General 
replied as follows in his corrected testimony: 

It is our conclusion, sir, not as part of this opinion, because we are not asked, 
as far as the Attorney General's opinion is concerned, as to the legality or binding 
nature of such contracts, but we have considered the question, though not ex- 
haustivelv, and we believe that those representations are a binding part of the contracts 
for the sale of the copolymer plants. |Italics supplied.} 

Thus the Attorney General in charge of the Antitrust Division is of 
the opinion that these commitments to small business are enforceable. 
Likewise, each copolymer plant purchaser has stated publicly, and for 
the record, that the obligation to make available a percentage of pro- 
duction to small business users, “is enforceable in the courts by small- 
business users, or on their behalf.’ 

It is difficult to perceive of any type of disposal program which 
could better assure a guaranteed source of synthetic rubber to small- 
business users. 

Insofar as the copolymer facilities sold to Shell and Phillips are 
concerned, the testimony of the Big Four reveals that Goodyear 
proposes to buy 1,000 long tons for the month of May, with an option 
to purchase the same amount for the month of June. Firestone pro- 
poses to buy a total of 3,600 tons from Shell for the months of May, 
June, and July. United States Rubber proposes to buy from Shell 
approximately 10,000 tons for the remainder of this calendar year. 
Goodrich plans to buy no synthetic rubber from Shell at this time. 

Insofar as the copolymer facility to be purchased by Phillips is 
concerned, Goodyear and Firestone testified that they had placed no 
orders with Phillips. Goodrich stated that they had had no conversa- 
tions with Phillips in any connection for the purchase of GR-S. 
United States is working on tentative arrangements to acquire some 
black master batch, which Phillips characterized as a trade. 

Phillips stated in its testimony that approximately 30 percent of 
its production would be sold to the purchasers who are participating 
in the American Synthetic Corp. and the Copolymer Corp. The 
remaining portion will be sold to small-business enterprises. 

Phillips stated in its testimony: 


But except for such trades, we do not plan to sell any rubber to the Big Four. 


Shell is seeking customers for its production of synthetic rubber 
and stated in its testimony that it would welcome new customers, 


74008°—57 H. Rept., 84-1, vol. 2——53 , 
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since only a small portion of its capacity has been committed. There 
would appear to be no possible likelihood, however remote, that small 
business will not be able to obtain a more than adequate amount 
of synthetic rubber for its needs. 

Mr. Yates, in his testimony before the committee stated: 

However, if we take 19 percent of actual capacity during 1954, rather than of 
the maximum capacity concept of the Commission, we find that there will be 
available for the use of small-business enterprises only 88,000 tons. Thus we 
see that the rubber available for purchase by small business under the proposed 
sale would seem to be approximately a third less than was available during 1954 
under Government operation. If these calculations be correct—and they were 
made on the basis of the Commission’s report—small business has indeed cause 
to fear the proposed sales. 

In this connection, the committee wishes to point out that there is 
a significant difference between annual assigned capacity or maximum 
capacity which are synonymous terms, and actual production in fiscal 
1954. At the time the Disposal Act was enacted into law, the Recon- 
struction Finance Corporation had a large inventory of GR-S on hand. 
Anticipating that the plants would be sold in 1955, the RFC and its 
successor, the Federal Facilities Corporation began to reduce pro- 
duction in order to reduce the large inventory on hand. 

For example, in fiscal 1952 the Office of Synthetic Rubber produced 
715,739 long tons of net GR-S. In fiscal 1953, the Office of Synthetic 
Rubber produced 637,534 long tons of net GR-S. But in fiscal 1954, 
this production was reduced to a total of only 486,984 net long tons. 
At the end of fiscal 1954, the Office of Synthetic Rubber had an 
inventory of 76,037 long tons of GR-S. This was reduced so that as 
of December 1954 the inventory amounted to 52,696 long tons. At 
the time of transfer on April 30, 1955, the disposal report indicates 
that there will be an inventory of approximately 39,000 long tons 
net of GR-S. ; 

RFC and its successor, the Federal Facilities Corporation, reduced 
production in its facilities in an effort to reduce its inventory. Like- 
wise, the demand from consumers dropped substantially. Thus, a 
comparison with what Mr. Yates refers to as “‘actual capacity” is 
untenable since capacity represents what the plants can produce. 
Engineering estimates and performance data indicate that the plants 
can produce in excess of 689,000 long tons net of GR-S. Obviously, 
the plants will produce as much GR-S as they can sell. 

Mr. Yates’ reference to an availability of only 88,000 tons of GR-S 
for small business is obviously based on incorrect assumptions. 

In that connection, the committee wishes to point out that not 
one objection has been received by the committee from small-business 
users of synthetic rubber. One telegram was received from the Fair- 
field Rubber Co., referred to in the testimony by Hon. Sidney Yates, 
stating: : 

That of the 2 (copolymer facilities) being sold to other than rubber companies 
the entire capacity of 1 has been sold for the next year. 

In this connection, it should be noted that Shell is seeking customers 
and Phillips has options outstanding for its capacity which have not 
yet been accepted. Among those companies holding an option to 
purchase rubber from Phillips is the originator of the telegram, Fair- 
field Rubber Co. 
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During the testimony, the marketing agent for the butyl facilities 
testified that they would make available to small business not less 
than 10,500 long tons of butyl rubber. 

The following extracts from contract appendixes contain the language 
with respect to the guaranties on the part of butyl and copolymer 
purchasers to make available specific amounts or percentages of 
production for small-business enterprises. 


Extracts From Contract APPENDIXES 


Shell (GR-S and styrene) 


Plancor 929 (Styrene).—The Purchaser intends to grant to operators of co- 
polymer plants first refusal on styrene produced at Plancor 929, and not con- 
sumed at Plancor 611. Any production not so sold or consumed will be sold on 
terms offered equally to large consumers and small-business enterprises alike. 

Plancor 611 (G@R-S).—The Purchaser proposes to offer the entire production of 
general purpose synthetic rubber produced at Plancor 611 to consumers in the 
marketing area west of the Rocky Mountains on both contract and spot sale 
bases. Excess production will be offered outside of the trade area. Contract 
coverage will be offered to small-business enterprises in the trade area on the same 
basis as that offered to larger consumers, and, in effect, small-business enterprises 
will be offered a percentage of planned production in line with the proportion they 
represent of the total market. It is the Purchaser’s normal practice to reserve a 
portion of production to cover spot sales to consumers who cannot see their way 
clear, for one reason or another, to make forward commitments. 


GR-S 


American Synthetic..—The Purchaser will sell to each stockholder, upon call, up 
to approximately 500 long tons annually of the end products of the Facility for 
each $50,000 of capital paid in by such stockholder. Purchaser will sell the 
balance of such end products of the Facility (estimated by the Purchaser to range 
between 4,000 and 15,000 long tons annually) through American Cyanamid 
Company, as Purchaser’s exclusive sales agent, to other small-business enterprises 
who are consumers of synthetic rubber. 

Coperymer Corporation.—The Purchaser will make available 10 percent of the 
GR-S rubber produced at the Facility for sale to small-business enterprises (as 
defined in sec. 21 (h) of the Act) upon competitive terms and conditions, and will 
offer the balance of the GR-S yubber so produced to the companies named in 
paragraph 1 (a) of this Appendix. 

Firestone— Akron.—The Purchaser will sell approximately 20 percent of the GR-S 
tubber omen at the Facility to small-business enterprises (as defined in sec. 21 
(h) of the Act) and to small rubber companies, such sales to be made at the going 
price on types of rubber generally accepted. In the event demand exceeds such 
20 percent, Purchaser will consider expansion of its facilities to take care of the 
added small-business market. 

Firestone—Lake Charles.—The Purchaser will sell approximately 20 percent of 
the GR-S rubber produced at the Facility to small-business enterprises (as defined 
in see, 21 (h) of the Act) and to small rubber companies, such sales to be made at 
the going price on types of rubber generally accepted. In the event demand ex- 
ceeds such 20 percent, Purchaser will consider expansion of its facilities to take 
care of the added small-business market. 

Goodrich-Gulf—The Purchaser proposes to make available approximately 
15,000 long tons per year of GR-S type rubbers produced at the Facility for sale 
at fair market prices to small-business enterprises (as defined in sec. 21 (h) of the 
Act) and users other than the B. F. Goodrich Company, in reasonably equal 
monthly quantities. 

Goodyear— Akron.—The Purchaser intends that some substantial part of the 
synthetic rubber produced at the Facility will be made generally available for 
sale to users other than the Goodyear Tire & Rubber Company and its subsidiary 
corporations, The Purchaser will make available for sale, in each month of the 
period of the National Security Clause, to small business enterprises (as defined in 
sec. 21 (h) of the Act) synthetic rubber in an amount equal to 10 percent, by weight 
of dry rubber solids content, of the synthetic rubber produced at the Facility in 


ee 
‘Purchaser is amplifying statement by letter indicating sales will be made at market prices. 
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the preceding month, at current market prices for such types and grades and on 
reasonable terms. 

Goodyear— Houston.—The Purchaser intends that some substantial part of the 
synthetic rubber produced at the Facility will be made generally available for sale 
to users other than the Goodyear Tire & Rubber Company and its subsidiary 
corporations. The Purchaser will make available for sale, in each month of the 
period of the National Security Clause, to small business enterprises (as defined in 
sec. 21 (h) of the Act) synthetic rubber in an amount equal to 10 percent, by weight 
of dry rubber solids content, of the synthetic rubber produced at the Facility in 
the preceding month, at current market prices for such types and grades and on 
reasonable terms. 

Phillips —Purchaser will manufacture a variety of synthetic rubber polymers 
for sale to small business enterprises (as defined in sec. 21 (h) of the Act) as well 
as to other prospective customers. Purchaser desires to sell the major portion of 
its production to such small-business enterprises and for so long as it continues 
active operation of the plant will do so, to the extent that demand from such 
small-business enterprises will permit such sales to them on terms and conditions 
generally competitive with those offered by other private suppliers of synthetic 
rubber and offering a fair return to purchaser on its plant investment. 

Texas—U. S.—The Purchaser will afford small-business enterprises (as defined 
in sec. 21 (h) of the Act) and other users the opportunity to obtain a fair share of 
the GR-S rubber produced at the Facility at fair prices. The Purchaser will 
make available for sale to small-business enterprises and users other than United 
States Rubber Company up to 20 percent of the GR-S rubber produced at the 
Facility, upon the terms and conditions prevailing in the open market. 

U.S Rubber—The Purchaser is prepared to make available between 50 percent 
and 60 percent (up to 13,000 tons) of the tonnage of synthetic rubber annually 
produced at the Facility for sale to small-business enterprises (as defined in sec. 
21 (h) of the Act) and other users upon the terms and conditions prevailing on 
the open market. 

Butyl 

Esso.—The Purchaser proposes to sell the end products of the Facility, prin- 
cipally butyl! rubber, to Enjay Company, Inc., a Delaware corporation, of which 
all of the issued and outstanding capital stock is owned by Standard Ojl Company 
(New Jersey). Enjav Company, Inc., or Purchaser, will offer or cause to be offered 
to small business enterprises (being rubber fabricators employing less than 500 

ersons), on the same terms and conditions as to large business enterprises, at 
east the same proportion of butyl] rubber produced as the Operating Agency sold 
to small business enterprises during the years 1953 and 1954. Enjay Company, 
Inc., or Purchaser, will offer or cause to be offered for sale isoprene produced at 
the Facility, and not required in the manufacturing operations of the Facility to 
the purchaser of the Government-owned butyl! rubber facility at Baytown, Texas, 
under the same terms and conditions as the seller markets such product generally. 
Any excess isoprene produced at the Facility will be offered for sale first for the 
manufacture o Butyl rubber in any other plants and thereafter for sale without 
discrimination to small and large business enterprises. The Purchaser will offer 
butylene produced at the Facility to the,purchaser of the Government-owned 
butadiene facility at Baton Rouge, Louisiana, known as Plancor 152, in accordance 
with seller’s usual marketing policies applicable to sales to the chemical industry 
of raw materials made from petroleum. 

Humble.—Purchaser proposed to sell butyl rubber produced at the Facility and 
required for markets outside of Texas to Enjay Company, Inc., a Delaware corpor- 
ation, of which all of the issued and outstanding capital stock is owned by Standard 
Oil Company (N. J.), for resale outside of Texas. Enjay Company, Inc., has 
advised the Purchaser that it will make available to small-business enterpises 
(as defined in sec. 21 (h) of the Act) a reasonable portion of the butyl rubber pro- 
duced at the Facility and marketed outside of Texas. If small-business enter- 
prises should be unable to obtain butyl rubber in reasonable quantities from Enjay 
Company, Inc., Purchaser will offer to such small-business enterprises f. 0. b. 
Baytown, Texas, on the same terms and conditions as to other customers, at least 
the same yp apheer of buty! rubber produced at the Facility as the Operating 
Agency sold to small-business enterprises during the years 1953 and 1954. 
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Butyt RussBer 


The two butyl plants in the pro have been recommended for 
sale to the Humble Oil & Refini Co, and the Esso Standard Oil Co., 
both subsidiaries of Standard Oil Co. (New Jersey). 

These 2 facilities have a 90,000-ton capacity, and over the past 4 
fiscal years have an average production of 73,081 long tons. In 
calendar year 1954 the production from these 2 facilities amounted 
to 58,086 long tons, and the planned production for the two facilities 
will be approximately 55,000 long tons until demand increases. 

The demand for butyl rubber has declined seriously since the advent 
of the tubeless tire. Butyl was mainly used for the manufacture of 
innertubes. Testimony revealed that inventory butyl would be sold 
at 23 cents a pound, f. o. b., and butyl hereafter manufactured will 
be sold at 23 cents a pound, f. 0. b. A minimum of 10,500 tons will 
be made avgilable for small-business enterprises, as defined in the 
Disposal Act, and testimony revealed that this commitment is con- 
sidered to be a legal obligation insofar as small business is concerned. 

For practical purposes all butyl rubber patents are owned by 
Standard Oil Co. (New Jersey) and, according to the disposal report: 

Butyl rubber research throughout the years of the Government rubber program 
has been carried on and financed privately by Standard, with no Government 
participation. 

In view of the fact that Standard Oil (New Jersey) will own both 
butyl plants, the Commission inserted a provision in the contract of 
sale for the Baton Rouge butyl plant, under which the purchaser 
agrees, according to the sate report— 

to resell that plant to an outside party, within 3 years after Esso’s acquisition, 
such sale to be subject to certain conditions, generally similar to those in the 
Disposal Act—if, within 3 years after transfer, another butyl plant of at least 
43,000 long tons annual capacity is constructed by a corporation unaffiliated with 
Standard, Esso’s agreement to sell the plant it has contracted to buy, becomes 
of no effect. 

Testimony further revealed that the agreement to resell the plant 
at any time within a period of 3 years would be at a price equal to 
the price paid by Standard for the Baton Rouge facility, plus any 
additions that have been made or will be made, less depreciation at 
5 percent per year, plus 4 percent interest on the unamortized balance. 
To quote the testimony of the representative of the Standard Oil 
Co New Jersey): 


In other words, in selling this plant we are holding it open for a potential 
purchaser in the event he decides the business is better than he thought it was 
as of May 27. 


DeveLopMEeNtT WITHIN THE Unitep States oF A FreE Competitive 
SyntHetic Russper INpDustTrRY 


The Disposal Act established seven criteria to be used by the Com- 
mission in arriving at its recommendation for disposal. The third 
criterion was to the effect— 


That the recommended sales shall peovide for the development within the United 
States of a free, competitive, synthetic rubber industry, and do not permit any 


person to possess unreasonable control over the manufacture of synthetic rubber 
or its component materials. 
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The Committee on Armed Services is of the opinion that this crite- 
rion has been met. 

The committee is of course aware of the past history of charges of 
antitrust violations involving many of the prospective purchasers. It 
was for that reason, among others, that the Disvoeal Act, in section 
3 (c) provided as follows: 


(c) From the time of its appointment and throughout the course of the per- 
formance of its duties, the Commission shal! consult and advise with the Attorney 
General in order (1) to secure guidance as to the type of disposal program which 
would best foster the development of a free competitive synthetic rubber industry, 
and (2) to supply the Attorney General with such information as he may deem 
requisite to enable him to provide the advice contemplated by this section and 
sections 9 (a) (4) and 9 (f) of this Act. 


a. the testimony, Hon. L. Mendel Rivers asked Hon. Sidney 
ates: 


Mr. Rivers. Do you feel that the antitrust feature has not been gone into 
sufficiently by the Department of Justice, or do your experts advise you that 
maybe it should be gone into a little bit further? 

Mr. Yares. Mr. Rivers, my own personal opinion is that it has not. 

Mr. Rivers. Do you feel that we would gain something by having the Attorney 
General or one of his representatives testify on that feature? 

Mr. Yates. I feel so strongly on this, Mr. Rivers, that I believe your com- 
mittee would be remiss if you did not do so. 


The Assistant Attorney General in charge of the Antitrust Division, 
Hon. Stanley Barnes, appeared before the Committee on Armed 
Services on March 14. He answered the following questions by the 
Chairman of the Armed Services Committee: 


The CuarrMaNn. How often were you consulted by the Commission in its prepa- 
ration or in the consideration of its contracts and the report? 

Mr. Barnes. The first consultation was on October 22, 1953, prior to the time 
that the full Commission had been appointed. There were conferences there- 
after, sometimes by telephone and sometimes by personal contact, and occasionally 
by letter. I would say that they averaged better than once a week during that 
period of time, although not spaced in that way. In other words, there would be 
several communications on a particular subject, 4, 5, 6 times during a week, and 
then there would be perhaps no reference between us for another period of a month 
or so. But it averaged, would say, better than—I know better than once a 
week, and probably approaching twice a week. 

The CHarrman. Then we can sum it up that you and the Department of Justice 
were in constant touch at various times while the Commission was in its negotia- 
tion period and even prior thereto? 

Mr. Barnes. That is correct. 


The Assistant Attorney General stated with reference to prospective 
purchasers that— 


I refer particularly to the knowledge on the part of Congress that it was ex- 
tremely likely that the best opportunity for purchase of the facilities would be by 
those companies or individuals who had theretofore operated the facilities. That 
is expressed in various passages from congressional consideration of the matter. 
I point out that the report made by Harry A. McDonald, Administrator of the 
Government-owned rubber-producing facilities through the Reconstruction Fi- 
nance Corporation, dated March 1, 1953, contained this language: 

“The most likely purchasers of the synthetic rubber facilities are the rubber, 
petroleum, and chemical companies now operating them for the Government’s 
account. Obviously, the desire of the rubber companies to control the source of 
their raw material supply and of the petroleum companies to maintain an outlet 
for their refinery products provide an initial business incentive to this result. 
Additionally, the present operators of these facilities have acquired a familiarity 
with management and operating problems that places them at an advantage over 
newcomers to the field. 

“The likelihood that disposal will in large part follow this pattern is enhanced 
by the circumstance that many of the facilities are dependent for their efficient 
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operation upon adjacent facilities owned by the present operators which were 
never part of the Government program. Such dependence rests upon feedstock 
supply in the case of the buty! facilities and several of the butadiene plants, and 
in some instances upon the supply of essential utilities such as steam, electricity, 
or water. This dependence is not absolute from an engineering viewpoint, but in 
most instances severance can be achieved only at the cost of substantial economies.” 

The act was passed with that knowledge in the congressional mind. 

It was therefore no surprise, as one or two of the Senators expressed last week, 
that the individuals who had operated the copolymer plants, with one exception, 
were the only bidders for those plants. 

Now, I do not mean to infer that simply because these particular companies 
had been operating the plants in the past, that that meant that no other opera- 
tion could exist in the future. I point that out merely to show that the decisions 
in a case of this kind must be made in view of the practicalities of the situation, 
as in addition to the fundamentals of law underlying this. 


Furthermore, the Disposal Act in section 3 (d) provided as follows: 


(d) Before submission of its proposed disposal report to the Congress, as 
provided for in section 9 of this Act, the Commission shall submit it to the 
Attorney General, who shall within a reasonable time, in no event to exceed 
ninety days, after receiving such report, advise the Commission whether, in his 
opinion, the proposed disposition will violate the antitrust laws. 


The Attorney General submitted the following letter to the Disposal 

Commission: 
OFFICE OF THE ATTORNEY GENERAL 
Washington, D. C., January 17, 1956. 
Hon. Hotman D. Perrtisone, 
Chairman, Rubber Producing Facilities Disposal Commission, 
Washington 25, D. C. 

Dear Mr Pertisone: This refers to the report relating to the proposed dis- 
position of the Government-owned rubber producing facilities which you have 
prepared for submission to the Congress. Section 3 (d) of the Rubber Producing 
Facilities Disposal Act of 1953 requires that the Commission, before submitting 
the proposed disposal report to the Congress, shall submit it to the Attorney 
General, who shall advise the Commission whether, in his opinion, the proposed 
disposition will violate the antitrust laws 

This is to advise you that on the basis of the information furnished to me by 
the Commission I do not view the proposed dispositions as being in violation of 
the antitrust laws. I express no opinion, however concerning the legality of any 
programs or activities in which the proposed purchasers may engage in the utiliza- 
tion of these properties nor as to any matters other than whether or not the 
proposed dispositions violate the antitrust laws 

There is also enclosed my statement of findings for your report to the Congress, 
as required by section 9 (a) (4) o the act. 

Sincerely, 
HERBERT BROWNELL, Jr., 
Attorney General. 


Thus, the Attorney General states: 


I do not view the proposed dispositions as being in violation of the antitrust 
laws. 

The testimony of the Honorable Emanuel Celler, chairman of the 
House Judiciary Committee, the Honorable Wright Patman, chair- 
man of the House Small Business Committee, and the Honorable 
Sidney Yates, of Illinois, a member of the Small Business Committee, 
pointed to the history of antitrust actions involving many of the 
purchasers of the facilities. Mr. Celler in his prepared statement said: 

Many of these successful bidders are self-confessed law violators or have been 
found guilty before a judicial tribunal. They thus come before this tribunal with 
unclean hands. They are malefactors and should be treated as such. This 
Congress should not reward them by turning over to them valuable plants, no 


matter how convenient it might be to the Government or to the members of the 
Rubber Producing Facilities Disposal Commission. 
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Mr. Celler further testified that— 


We should separate the wheat from the chaff. Those who have not violated 
the law might well get the plants, but those who have violated the law should not 
receive these valuable plants from the Government with the tacit approval of 
this committee. 

The Committee on Armed Services cannot subscribe to this philos- 
ophy which would in effect amount to a bill of attainder. That many 
of the purchasers have violated the antitrust laws, or have been 
charged with violations of the antitrust laws, is clear. But to deny 
any company with a record of past violation the right to purchase 
any Government property would be contrary to the American judicial 
system. 

. The Attorney General is charged with the responsibility of enforcing 
the antitrust laws and it is his responsibility to see that the operation 
of these plants does not result in a concentration of power or in a 
monopoly or any combination in restraint of trade. If the antitrust 
laws are inadequate or if the maximum fines are insufficient, then the 
laws should be changed, It is not the function of the Committee on 
Armed Services to pass upon proposed changes in the antitrust laws, 
but if they are presently inadequate, then certainly the appropriate 
committee of Congress should take the necessary action to make the 
laws as effective as may be necessary to further the objective of perfect 
free competition. 

Fuuyt Farr VaLve 


The estimated gross book value on April 30, 1955, of all of the 
facilities amounts to $531,001,000. On that same date, the rubber 
program reserve for depreciation will amount to $403,088,000. Thus 
the estimated net book value of the facilities as of April 30, 1955, is 
$127,913,000. As of June 30, 1954, there was an accumulated 
operating deficit of $194,806,000. The Commission expects to make 
a profit of approximately $50 million between the period June 30, 
1954, and April 30, 1955. Thus the estimated accumulated deficit 
as of April 30, 1955, will amount to $144,806,000. Adding the 
accumulated deficit to the net book value of $127,913,000 for all of 
the facilities will result in a total unrecovered investment as of April 
30, 1955, of $272,719,000 exclusive of net current assets. The Com- 
mission proposes to sell the plants including net capital additions that 
have been made since August 31, 1954, for $263,643,000. Thus the 
American people will receive $263,643,000, as against a total unre- 
covered investment of $272,718,800. The net loss to the American 
people on the entire rubber program since its inception in 1941, 
including 4 years of operation during World War II, will amount to 
approximately $9,075,800. 

The return to the taxpayers will amount to 96.6 percent of the 
unrecovered investment. In addition, under the present disposal 
program, the Government will retain ownership of three unsold 
facilities and miscellaneous equipment, having an estimated net book 
value of $18,557,000. If this amount is subtracted from the unre- 
covered balance of $272,719,000, it would leave an unrecovered 
balance of $254,162,000 as against a recovery of $263,643,000. 

The return to the Government from the proposed sale of the syn- 
thetic rubber facilities probably represents the greatest return for an 
operation of this magnitude ever experienced by the Government. 
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A comparison of the sale price of the facilities to be sold with their 
gross book cost, excluding the alcohol butadiene facility at Kobuta 
shows a return of 62.17 percent.? In other words, disregarding all 
other returns to the Government, such as profits and depreciation, 
the Government will receive back from the sale of 11 copolymer 
plants, 8 petroleum butadiene plants, 2 butyl plants, and 1 DDM 
chemical plant, 62.17 cents for every dollar invested in the plants 
up to April 30, 1955. 

How does this compare with previous sales of Government-owned 
property? 

According to the report of President Truman in 1950, 17 plants 
that had participated in the rubber program producing styrene, 
neoprene, petroleum butadiene, GR-S, and miscellaneous components 
of synthetic rubber with a gross book value of $117,760,000 were sold 
by the Federal Government for $47,970,000, a realization of 41 per- 
cent, or 41 cents on each dollar invested. This does not include an 
alcohol butadiene plant that was sold for approximately 20 percent 
of its gross value without any national security clause. 

The record of 13 plants producing aluminum and aluminum prod- 
ucts sold to Reynolds, Kaiser, and Alcoa, as extracted from the 
Summary of Sales Surplus Industrial Property as of September 30, 
1952 prepared by the General Services Administration shows that 
these facilities with a gross book cost of $300,956,000 were sold by the 
Federal Government for $110,218,000, for a realization of 37 percent 
or 37 cents on each dollar invested. It is interesting to note that 
these plants immediately participated in a going industry. 

A further extraction from the General Services Administration report 
shows that the Columbia Steel Co. plant constructed by the Federal 
Government was sold to the Geneva Steel Co. for $47,175,000 at a 
time when the gross book cost amounted to $191,326,000 or a realiza- 
tion of approximately 25 percent or 25 cents on each dollar invested 
by the Federal Government. 

This same report by the General Services Administration shows that 
the total of all Government surplus industrial property sold as of 
September 30, 1952, had a gross book cost of $3,741,500,000, and the 
Government realized from the sale of this property $1,313,700,000 or 
35 percent of each dollar invested. In other words, the taxpayers 
received 35 cents back for each dollar of Government investment. 

The total of all Government surplus industrial property sold, 
according to General Services Administration, between the period 
September 30, 1952, and January 1, 1955, shows a gross book cost of 
$86,146,000 as against a realization of $27,736,000 by the Government 
or a 32 percent realization of gross cost, or 32 cents on each dollar of 
Government investment. In the opinion of the Committee on Armed 
Services, the 62.17 percent return on gross book value of the plants 
proposed to be sold by the Disposal Commission with each sale 
subject to a 10 year national security clause represents a truly remark- 
able record, particularly in comparison with the sales above mentioned. 

It should be further noted that many of these plants previously sold 
by the Government, and as reported by the General Services Admin- 





? Production costs of butadiene from alcohol exceed those from petroleum to an extent which would 

preanass sale of an alcohol butadiene plant at any price other than a fraction of its original cost. The alcohol 

utadiene plant at Kobuta has been excluded above because, to say the least, the sale of this facility to 

the Koppers Co. comes as a surprise. It was not anticipated that the alcohol plant would be sold. How- 

ever, the Government will receive $2,342,000 for this facility and, at the same time, * oa approximately 
taxpayers, 


$5 million in standby costs over the next 10 years that would otherwise be charged 
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istration, were sold as much as 8 years ago when they were com- 
paratively new. The rubber plants proposed to be sold in the report 
of the Disposal Commission are all 12 to 13 years old. 


NATIONAL SECURITY AND THE NATIONAL Security CLAUSE 


The report of the Disposal Commission states as follows: 


The Disposal Act requires of the Commission a determination that disposal of 
the facilities to the purchasers is consistent with national security. Considering 
the purchasers and the contracts they have signed, this determination is readily 
made. All of the purchasers are responsible companies of substantial size. 
Almost all of them have operated defense plants for the Government, either 
directly or through the medium of subsidiaries, parents, or constituents; most 
have long records of outstanding operation for the Government of the very facili- 
ties they have contracted to purchase. The purchasers have also been in the 
forefront of companies producing major defense items for the Government. 

National security in rubber has another meaning: It means the assurance of 
continued operation of the facilities. The economic facts which enabled the 
Congress to declare, in 1953, that disposal of the facilities is consistent with na- 
tional security permit the Commission to make the same determination relative 
to the purchasers. They can be expected to continue the facilities in operation 
because it is economically sound to do so; there is wide demand for their product. 
This being sg, all purchasers stated, in the contract, their intention to operate 
the facilities for the production of synthetic rubber or its component materials. 
The Commission has no question of the purchasers’ technical competence to oper- 
ate the facilities. 

As an additional safeguard, the statute requires that each contract of sale and 
instruments in execution thereof shall contain a national security clause which 
will insure the prompt availability of the facility, or facilities of equivalent capac- 
ity, for production of synthetic rubber and its components for a period of 10 years 
from the date of the contract. Pursuant to this statutory mandate, the Commission 
devoted much time and effort to devising a satisfactory national security clause, 
and the Commission believes that the clause as written carries out completely the 
statutory requirements. [Italics added.] 

In one minor respect the Commission extended the security clause protection 
beyond that required by the statute. The statute envisions the 10-year term of 
the clause as running from the date of the contract. The contracts were signed in 
December, but the plants remain in Government hands until the time of transfer. 
A security clause has no application when the Government is owner; its effective- 
ness begins when the plants are subject to the control of their purchasers. There- 
fore, the clause was uniformly written to provide that the 10-year term shall com- 
mence at the time of transfer. The net effect is to make the clause meaningful 
throughout its full term. 

The clause is included in every contract of sale; it will appear in each deed, and 
each purchase money mortgage will be made subject to it. In preparing the 
clause, the Commission had valuable assistance from the Defense Department. 
The Commission believes all congressional requirements for national security 
have been full met in the sales recommended. Full 10-year protection with 
regard to synthetic rubber supply in any national emergency has been provided. 
The clause, which appears in the contracts as section 24, follows in full: 


“NATIONAL SECURITY CLAUSE 


“The Purchaser accepts the terms, conditions, restrictions, and reservations 
contained in Section 7 (h) of the Act, and this sale is made expressly subject to, 
and the Purchaser, for itself, its successors and assigns, hereby agrees to purchase 
the Facility subject to, the following national security clause, which shall be 
effective for a period of ten years from the time of transfer: 

“(a) The Purchaser will maintain at all times in accordance with sound practice 
in the industry, normal wear and tear excepted, the Facility, together with all 
replacements thereof and additions and improvements thereto, so that the same 
shall be, at all times during said ten-year period, either in a condition (1) currently 


to produce ___......----- at a rate of not less than ___.......---- tons per 
year (assigned annual capacity), or (2) so that it can be placed in a condition to 
CIEE BEBE at such rate of assigned annual capacity within a period 
of 180 days after written notice from the Government to activate the plant or to 
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reconvert same, as the case may be: provided, however, that such 180-day period 
shall be extended, upon written approval to the Purchaser from the Government, 
for such additional period as shall be necessary in the event the Purchaser is unable 
to comply therewith by reason of its inability to procure essential materials, 
unavailability of labor, act of God, fire, earthquake, flood, explosion, storm, strike, 
or other cause or causes reasonably beyond its control; and provided further, 
that in the event of major damage to or complete destruction of the Facility 
where the Purchaser is without fault or negligence, the Purchaser shall immediately 
notify the Government of the happening and of the cause or causes occasioning 
same, whereupon the Government will cause an examination to be made and will 
thereafter notify the Purchaser promptly of the extent, if any, that restoration of 
the assigned annual capacity so destroyed or damaged must be made, such 
restoration to be effected at Purchaser’s expense within a reasonable period of 
time to be agreed upon between the Purchaser and the Government. However, 
in any case where such restoration is so deemed necessary by the Government, 
the Purchaser may elect to invoke the privilege of substituting new separate 
facilities pursuant to and in accordance with paragraph (g) or (h) of this Section 
24. Such restoration shall not be required in the event of major damage to or 
complete destruction of the facility caused directly or indirectly by (1) hostile or 
warlike action in time of peace or war, including action in hindering, combating, 
or defending against an actual, impending, or expected attack, (i) by any govern- 
ment or sovereign power (de jure or de facto), or by any authority maintaining or 
using military, naval, or air forces; or (ii) by military, naval, or air forces; or (iii) by 
an agent of any such government, power, authority, or forces, it being understood 
that any discharge, explosion, or use of any weapon of war employing atomic 
fission or radioactive force shall be conclusively presumed to be such a hostile or 
warlike action by such a government, power, authority, or forces; (2) insurrection, 
rebellion, revolution, civil war, usurped power, or action taken by governmental 
authority in hindering, combating, or defending against such an occurrence. 

“(b) The Government shall have the right to conduct an inspection or survey 
of the Facility at any time, subject to reasonable prior written notice thereof to 
the Purchaser, for the purpose of determining whether the Purchaser is in default 
under this Section 24. , 

“(e) Failure to maintain the Facility as required above, or failure to observe 
any of the other conditions of this Section 24, shall give the Government the 
unconditional right to immediate possession and use of the Facility for the 
purpose of restoring it to a condition to produce at the rate of such assigned 
annual capacity, but all cost incidental to such restoration shall be borne exclu- 
sively by the Purchaser. 

“(d) e Purchaser will not sell, lease, mortgage or otherwise encumber the 
Facility without expressly making such sale, lease, mortgage or encumbrance 
subject to the provisions of this Section 24 for the remainder of its term. It is 
the express intention of both the Purchaser and the Commission that the cove- 
nants herein contained shall be binding on subsequent owners or occupants of 
the Facility, and that the Purchaser shall remain liable for any violations of said 
covenants by such subsequent owners or occupants unless the Purchaser shall 
have been expressly released in writing from such obligation by the Government. 

“(e) The Government in exercising its rights and in carrying out its obligations 
under this Section 24 shall act through such officer, department or agency of 
the Government as shall be designated by duly constituted authority. 

“(f) During the term of this Section 24, the Purchaser shall preserve the 
‘Asset Property Records’ of the Operating Agency as of the time of transfer and 
shall maintain and keep current thereafter an adequate record of the fixed assets 
of the Facility; the Purchaser shall also preserve until the expiration of said 
term all drawings, tracings, prints, and other documents in its possession (here- 
inafter called documents) pertaining to the construction, modification, mainte- 
nance, or theory and method of operation of the Facility. At any time within 
said term, upon request of the Government, the Purchaser shall make available 
to the Government such of the aforesaid records, documents, or any designated 
portion thereof as shall be essential to the Government for the purposes of para- 
graphs (b) and (c) of this Section 24 and shall upon request from time to time 
furnish copies thereof to the Government at the Government’s expense. The 
Government will maintain confidential such documents and copies thereof as 
the Purchaser shall designate, and, to the extent requested by the Purchaser, 
shall examine them only at the Facility. The Purchaser may offer to the Govern- 
ment any of such records and documents that it considers to be obsolete, and the 
Purchaser will be relieved of the obligation to preserve them if the Government 
accepts the offer or grants permission for destruction or other disposition: 
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“(g) The Purchaser may at any time during the term of this Section 24 notify 
the Government in writing that it desires to substitute for all or any part of the 
facilities originally purchased from the Government, new separate facilities of 
equivalent productive capacity for the production of ........-. or for the pro- 
duction of a different product which must be at least as satisfactory, and be 
generally acceptable for the same general uses and purposes, as _...__..-_- , and 
upon receiving approval in a thereto from the Government, may proceed to 
effect such substitution. In such event all of the terms and provisions of this 
Section 24 shall apply with equal force and effect to such substituted facilities 
and shall no longer apply to the facilities to which they applied originally. 

“(h) In lieu of proceeding as permitted by paragraph (g) of this Section 24, the 
Purchaser may at any time during the term of this Section 24 substitute for all 
or any part of the facilities originally purchased from the Government, new sep- 
arate facilities of equivalent —- capacity for the production of _.....____ ; 
or for the production of a different product which must be at least as satisfactory, 
and be generally acceptable for the same general uses and purposes, as -_.____--_.. 
Sixty days after written notice by the Purchaser to the Government of the com- 
pletion of such new separate facilities, all of the terms and provisions of this 
Section 24 shall apply with equal force and effect to such new separate facilities 
and shall no longer apply to facilities for which the new separate facilities are to 
be substituted, unless within such 60-day period the Government notifies the 
Purchaser in writing that it disapproves the oe en substitution, in which event 
the terms and provisions of this Section 24 shall remain applicable to the facilities 
to which they applied originally. 

“(i) Nothing in this Section 24 shall be construed as affecting obligations of the 
Purchaser under any other provision of this agreement, except that in any case 
of inconsistency or ambiguity, the provisions of this Section 24 shall, to the extent 
that they impose greater obligations on the Purchaser, be deemed controlling.” 


In addition to the national security clause, the committee is im- 
pressed by the statements made by several copolymer purchasers that 
they plan plant expansions. For example Texas—United States 
intends to add new polymers; Goodyear intends to increase its capac- 
ity by 10,000 long tons annually; Firestone plans to increase its 
capacity by 13,000 long tons annually; Copolymer Corp. plans a 20- 
percent increase in capacity; American Synthetic plans a 25-percent 
increase in capacity. 

It is obvious that sale of the plants to free enterprise will result in 
a greater productive capacity of synthetic rubber, and consequently 
a decreasing dependence on foreign countries for natural rubber to 
meet the needs of the Nation for new rubber. 


How tHe Commission DETERMINED THE SALES PRICES FOR THE 
FactLiries 


On February 15, 1955, the chairman of the House Armed Services 
Committee addressed a letter to the Chairman of the Rubber Pro- 
ducing Facilities Disposal Commission in which he asked 16 questions. 
The answers to these questions contain a considerable amount of 
information which was considered by the committee. They are a 
part of the printed hearings. 

Because of the interest indicated as to the method of arriving at a 
full fair value, this report contains, in full, the reply to question 7, as 
follows: 

Question No. 7 


Assuming that the sales prices for the plants are based on a “going business” 
basis, how were each of the plant sales prices established? (i. e., amount to be 
produced, selling price, anticipated net profit, etc.) 
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ANSWER 


The sales prices represent the composite judgment of the three Commissioners 
and staff members who dealt with this subject. Because the plants differ in 
such particulars as size, location, efficiency, and the extent of incorporation of 
new or specialized techniques of manufacture, it was not practicable to use one 
formula for each situation. In some cases normal standards had to be adjusted 
in order that criteria of the act other than “full fair value” be met. 

Before and during the negotiating period studies by industrial engineers em- 
ployed by the Commission were made. At the request of the Commission, the 
prospective purchasers gave comprehensive information covering proposed plant 
operations and their opinions as to future earnings. The information given bv 
these bidders was compared with data assembled independently by the industrial 
engineers 

As the Commission stated in its report to the Congress, primary reliance was 
placed on potential earning power of the facilities in arriving at their sales prices. 
In adopting this method, the Commission followed the procedure generally used 
in valuing going businesses. The earning power valuations were made for the 
Commission by the independent industrial engineers retained by it; their methods 
are presented below. 

The usual procedure is to examine the record of past operation, adjust each 
element of cost for any anticipated changes in conditions, calculate, on this basis, 
the probable average annual future earnings and finally capitalize these earnings 
at a rate considered appropriate for the risks of the particular type of business. 

It should be noted that, in this instance, the differences between past and 
future conditions are more marked than often is the case. Under Government 
ownership the plants have been operated as an integrated unit. Butadiene and 
most of the styrene have been cha: into the copolymer plants at cost of manu- 
facture. The selling price of GR-S and butyl has been arbitrarily fixed by the 
Government. Under private ownership most of the butadiene and copolymer 
plants will be opera as single units; in some cases, the butadiene plant will 
be operated in conjunction with the adjacent copolymer plant; all plants will be 
operated on a profit-making basis. Selling prices of butadiene and synthetic 
rubber will be fixed by free market conditions. Each copolymer plant will prob- 
ably produce a greater diversity of products. 

In the calculations, ranges of prices and costs were assumed, and several valua- 
tions of each plant were made based on varying sets of assumptions. The follow- 
ing table shows analyses on a unit basis of at butadiene and copolymer plants 
and indicates the relative importance of each element of cost. 





Butadiene Copolymer 





Cents per, Percent |Cents per| Percent 
pound | ofsales | pound | of sales 








Sales price...... nica 14. 00 100.0 23. 00 100.0 
Costs: 
Raw materials, butylene, 144 cents per gallon; butadiene, 
































14 cents per pound; styrene, 17 cents per pound........... 4.00 28.6 13. 82 60.0 
Conversion, excluding depreciation....................--... 3. 43 24.5 3. 93 17.1 
Depreciation, 10 percent..............-----.-.-.--se-e----0- 1. 59 11.4 91 4.0 
Administrative, selling and research; royalty..........-.... - 86 6.1 1.38 6.0 
Insurance and interest...... bdstnindudbiampdvchs .44 3.1 .20 9 

Total costs. 10. 32 73.7 | 20. 24 88.0 

Profit before Federal income tax 3. 68 26.3 2. 76 12.0 
Federal income tax, 52 percent....... 1.91 13.7 1.44 6.3 
Net profit... 1.77 12.6 1.32 5.7 














The following comments summarize the important assumptions made and 
the reasons therefor: 


GR-8S AND BUTYL SELLING PRICES 


The assumed selling price of standard GR-S and butyl was 23 cents per 
pound f. o. b. producing plant, the current Government selling price. 
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RAW MATERIALS 
Butadiene and butyl plants 


All prices f. o. b. producing plant. Yields were based on performance of recent 
past at each plant. Normal butylenes and isobutylene in BB stream were priced 
at from 13 to 15 cents per gallon, based on the alternate use value of 115/145 
aviation gasoline, the most valuable and largest other use for butylenes. This 
price range is less than most of the Government’s current purchase contracts and 
reflects the recent decline in the price for 115/145 Avgas paid by the Government, 
the principal purchaser. Butane at Borger was priced at from 5% to 6 cents per 
gallon based on its use in liquefied petroleum gas. 

Copolymer plants 

Butadiene was priced at from 14 to 15 cents per pound at which prices adequate 
profit would be attained by the butadiene plants. 

Styrene was priced at from 17 to 18 cents compared to the present quoted 
market of 18 cents. 


Styrene plant 

Benzene was priced at 43 cents per gallon and propane at 4.3 cents, which 
prices are about the present cost to the Government. 

Conversion costs were based on the performance of the recent past. 

Depreciation rates used were 7% and 10 percent of the purchase price which 
assumes a remaining life of assets purchased of from 13% to 10 years. 


ADMINISTRATIVE, SELLING AND RESEARCH AND DEVELOPMENT 


DOERGMDG DING fo ik icc e cu sence aewen 3% percent of sales. 

CODDERIDET INORG 6 oss ooo ee ee emweteons 414 and 6 percent of sales. 

UGE TRRONE io a ac mudvannunecaha 6 and 8 percent of sales, 

PRI SION «sn cvstécsnith cin anit acleicaiatagnin lassen 5 and 8 percent of sales. 
INSURANCE 


Government is self-insured. To allow for insurance other than minor insurance 
now carried by the Government, a cost of $0.75 per $100 of value was allowed, 
based on the advice of a leading insurance agency. 


INTEREST 


To allow for the 4 percent interest on the declining balance of the mortgage, 
2 percent on the total purchase price was allowed. 


FEDERAL INCOME TAX 


Calculations were made on the basis of 52 percent and 47 percent. 


OTHER FACTORS AFFECTING VALUATION 
Rated capacity 


The basis for establishing the rated capacity was the past record of production 
adjusted for any recent additions to the facilities. 


Rate of operations 

Copolymer plants.—It was assumed that average annual production of a period 
of years would be 80 percent of the rated capacity. At Los Angeles operation at 
67.4 percent of rated capacity was assumed because of the limitation in supply of 
butadiene from the adjacent plant when operated independently of the El Segundo 
plant. A lower rate of production is justified in view of the possibility that a 
large part of the present consumption in the area (that going to the Big Four 
fabricating plants) may be supplied from the plants in the Gulf area owned by 
the Big Four. 

Butadiene plants, it was assumed, would operate at 80 percent of capacity 
except at Lake Charles, Baton, Rouge, and Torrance where 100 percent operation 
would be required to supply the adjacent copolymer plants when producing at 
the assumed rate. l 

Styrene plant, it was assumed, would operate at 70 percent of capacity. In 
using this figure consideration was given to the low rate of operation at the 
Los Angeles GR-S plant and the present overcapacity of all styrene plants. 
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Butyl poe it was first assumed, would operate at 85 percent of capacity in 
view of the large assured outlet for inner tubes. After the changeover to tubeless 
tires, which require less butyl, the figure was reduced to 80 percent. 

Working capital 

Fi gaa plants.—Working capital requirements were assumed at 12 percent 
of sales. 

GR-S plants.—12 and 18 percent of sales. In the case of the Borger plant, a 
calculation was made on the basis of 24 percent of sales because of the fact that 
the operator of this plant will have no captive market, and warehousing of many 
types of GR-S near fabricating areas will be required. 

Butyl plants.—12 and 18 percent of sales. 

Styrene plant —12, 18, and 24 percent of sales, 


Rate of return 


Studies by SEC, FTC, and private banks show a wide variation in average 
net profit over a period of recent years as a percent of total invested capital. 
Variation is found between different types of industries and between companies of 
one industry. Based on these studies, calculations were made on the basis of 
capitalizing estimated average future earnings at 12% and 10 percent. 

n addition to estimated earning power, the Commission considered such other 
factors as the proposals received, replacement costs, depreciated values, justifiable 
deductions for excess wartime building costs, possible obsolescence, other miscella- 
neous pertinent items, and, finally, the important element of how much the buyer 
was willing to pay. 

The early acceptance of the Commission’s views as to values by several of the 
buyers was useful in negotiating other initial bids upward. Finally, the differ- 
ences between the buyer and seller were reconciled in the course of long négotia- 
tions by the element of give and take. 

The sale of the alcohol butadiene plant to Koppers Co., Inc., presented a singu- 
lar problem, as fully disclosed in the Commission’s report, and the foregoing dis- 
cussion is accordingly not applicable to that particular case. 


SUMMARY 


The opposition to the sale of the rubber facilities can be summarized 
by the testimony presented by Hon. Sidney Yates, of Illinois. In 
his prepared statement to the committee he said: 


Essentially, it was the lack of necessary information which troubles our com- 
mittee, and which in great measure, led to the action of our chairman, Hon. Wright 
Patman, of Texas, in filing the resolution to disapprove the sales. There are 
many questions which have not yet been answered and which must be answered 
before we can say that the Commission has complied with the safeguards estab- 
lished by the basic law. 

I should like to make it clear at the outset that our committee does not dis- 
approve of the fundamental policy requiring the sale of the rubber facilities. We 
favor their disposal to private ownership, but under such terms and conditions 
as will assure the use of the facilities for the continued security of our Nation, the 
reimbursement of our taxpayers for their investment in the rubber facilities, the 
protection of all segments of our free-enterprise economy, including the small- 
business men, and resistance to further enhancing the dominating position in their 
industries of giant corporations who have regarded the antitrust laws of the 
United States as trifling obstacles in their economic progress. In short, Mr. 
Chairman, we believe that the guaranties and safeguards established, by the 
criteria set forth in the basic legislation have not been adequately observed by the 
Rubber Disposal Commission. It is for that reason that we voice our objection 
to approval of the sales. 


_ The criteria used by the Commission in arriving at its recommenda- 
tions for disposal are contained in section 17 of the Disposal Act which 
provides as follows: 

Src. 17. The following criteria, together with such other criteria as the Com- 


mission deems necessary or desirable to best effectuate the purposes of this Act, 
shall be used by the Commission in arriving at its recommendations for disposal: 
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(1) That the disposal p m be cs me best to afford small-business 
enterprises and users, other than the purchaser of a facility, the opportunity 
to obtain a fair share of the end products of the facilities sold and at fair 
prices; 

(2) That the prospective purchaser has the technical competence necessary 
to operate a rubber-producing facility, except that prior experience in operat- 
ing a rubber-producing facility shall not be required as a basis for determining 
whether a prospective purchaser has the technical competence necessary to 
operate a rubber-producing facility; 

(3) That the recommended sales shall provide for the development within 
the United States of a free, competitive, synthetic rubber industry, and do 
not permit any person to possess unreasonable control over the manufacture 
of synthetic rubber or its component materials; 

(4) That the prospective purchaser is acting in good faith, and actually 
intends to operate the facility or facilities for the purpose of manufacturing 
synthetic rubber or its component materials; 

(5) That full fair value for the facility or facilities will be received by the 
eee taking into consideration the policy set forth in section 2 of this 

ct; 


(6) That disposal of the facility or facilities to the purchasers is consistent 
with national security; and 

(7) That the facilities recommended for sale will in the aggregate be capable 
of annually producing not less than five hundred thousand long tons of general- 
purpose synthetic rubber, and not less than forty-three thousand long tons 
annually of butyl rubber. 

The question, therefore, is whether the criteria have been met 
by the Commission. As previously stated, the Armed Services Com- 
mittee is of the opinion that there will be more than an adequate 
supply of synthetic rubber available to small-business enterprises and 
users with ample opportunity to obtain a fair share of the end prod- 
ucts of the facilities sold and at fair prices. When the plants are 
operating at capacity, small business will be guaranteed not less than 
152,520 long tons net of GR-S. In addition, they will be guaranteed 
not less than 10,500 tons of butyl rubber. In addition, plant expan- 
sions by the purchasers will increase capacity in many instances and 
will thus make available on the open market additional supplies of 
synthetic rubber. 

Inventory GR-S will be sold by copolymer facility purchasers at 
the present Government selling price of 23 cents per pound. All 
but 2 of the purchasers of the copolymer facilities stated that their 
selling price of GR-S hereafter manufactured in their own facilities 
would be 23 cents per pound, f. 0. b. producing plants. 

In the case of United States Rubber, who purchased the small 
copolymer facility at Naugatuck, Conn., the price will be slightly 
higher, 25% to 26% cents per pound delivered for latex and special 
dry rubbers. This is consistent with material costs. Phillips Petro- 
leum stated that they would sell GR-S hereafter produced in their 
own facilities at 25 cents per pound delivered, which would be equiva- 
lent to approximately 23% cents f. o. b. producing plant. 

As testified by the prospective purchasers, these prices are depend- 
ent upon labor and material costs and in some instances, 5-year con- 
tracts have been entered into for delivery of GR-S subject to escalator 
clauses in the event of rising prices in labor costs and raw material 
costs. 

The second criterion has not been challenged by any witness. 
There is no question that all purchasers have the technical compe- 
tence necessary to operate the rubber-producing facilities. 
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The third criterion, that the recommended sales shall provide for 
the development within the United States of a free competitive syn- 
thetic rubber industry and do not permit any person to possess un- 
reasonable control over the manufacture of synthetic rubber or its 
component materials has been fully discussed in a previous part of 
this report. It is sufficient to say that the Committee on Armed 
Services, by an overwhelming vote, has expressed every confidence 
that the sale of these facilities will result in the establishment of a 
free competitive synthetic rubber industry. The facts as developed 
in the testimony indicate that no purchaser of a copolymer facility 
7 _— more than 19 percent of the present capacity to produce 

The fourth criterion requires the prospective purchaser to act in 
good faith and actually intend to operate the facility for the purpose 
of manufacturing synthetic rubber or its component materials. Obvi- 
ously no purchaser of a rubber facility has any other intention than 
to operate the facility for the purpose of manufacturing synthetic 
rubber or its component materials and have so stated. No one has 
challenged the fact that this criterion has been met. 

The fifth criterion requires that full fair value for the facilities be 
received by the Government. This criterion has also been fully dis- 
cussed in a previous part of the report. It is sufficient to say that 
in the opinion of an overwhelming majority of the Armed Services 
Committee, the Government will receive full fair value for the facilities. 

The sixth criterion requires that disposal be consistent with national 
security. It is obvious that once the plants are in the hands of pri- 
vate enterprise, plant expansion will follow, as testified by many of 
the purchasers, and that every effort will be made to find new uses 
for synthetic rubber and to better its quality. Every additional pound 
of capacity constructed by the purchasers of the facilities will decrease 
the Nation’s dependence upon foreign countries as a source of supply 
of natural rubber. On two occasions the Congress of the United States 
has stated that sale of the facilities to private enterprise is consistent 
with national security. The Committee on Armed Services is of the 
opinion that this criterion has been fully met in every respect. 

Finally, the last criterion requires that the facilities sold will, in the 
aggregate, be capable of annually producing not less than 500,000 
long tons of general-purpose synthetic rubber and not less than 43,000 
long tons annually of butyl rubber. The sales recommended by the 
Commission will result in a capacity to produce 689,000 long tons of 
GR-S net and 43,000 long tons of butyl rubber. This is far in excess 
of the amount considered by Congress to be necessary to justify mak- 
ing the sales to free enterprise. 

It would appear, therefore, that the criteria set forth in the Disposal 
Act have been fully and completely observed by the Rubber Disposal 
Commission. 

In the statement presented to the committee by the Honorable 
Sidney Yates, as previously mentioned, he pointed out that— 


It was the lack of necessary information which troubled our committee, and which 


in great measure, led to the action by our chairman, the Honorable Wright. 


Patman, of Texas, in filing a resolution to disapprove the sales. There are many 
questions which have not yet been answered and which must be answered before 
we can say that the Commission has complied with the safeguards established 
by the basic law. 
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The Committee on Armed Services is of the opinion that a full and 
complete record of the proposed sales has been made. All of the 
information necessary to base an opinion on the advisability of ap- 
proving the sales has been obtained and, in an effort to assist members 
who were not yet satisfied in their own minds as to the advisability 
of making the sales, particularly as they effect small business, the 
Committee on Armed Services directed 13 questions to each purchaser 
of a copolymer facility. The tabulated answers will be found in 
another portion of this report. The answers by the witnesses are 
commitments on their part and should satisfy anyone who previously 
had any reservation with respect to the sales that all of the criteria 
have been met by the Commission, and particularly that the needs 
of small business will be more than adequately met by the purchasers 
of the copolymer facilities. 

The Committee on Armed Services noted carefully the statement of 
Congressman Yates, speaking for the majority of the Small Business 
Committee, that— 
our committee does not disapprove of the fundamental policy requiring the sale 
of the rubber facilities. We favor their disposal to private ownership, but under 
such terms and conditions as will assure the use of the facilities for the continued 
security of our Nation, the reimbursement of our taxpayers for their investment 
in the rubber facilities, the protection of all segments of our free enterprise econ- 
omy, including the small-business men, and resistance to further enhancing the 
dominating position in their industries of giant corporations who have regarded 
the antitrust laws of the United States as trifling obstacles in their economic 
progress. 

The Committee on Armed Services, by an overwhelming majority, 
is confident that sale of the facilities to free enterprise will not only 
provide for the continued security of our Nation, but will add sub- 
stantially to the security of our Nation. The committee is impressed 
by the amount of money that the Commission has been able to obtain 
for these facilities. In comparison with all other disposals made by 
the Federal Government since World War II, it represents the largest 
return to the Government for any group of facilities even approxi- 
mating the size of the rubber facilities. The Committee on Armed 
Services is impressed with the fact that considering the very heavy 
wartime losses incurred by the rubber program, together with losses 
resulting from previous sales prior to the enactment of the Disposal 
Act and reactivation and standby costs that have been incurred, the 
net result represents a total cost to the taxpayers of $9 million since 
the program’s inception in 1941. It would be difficult if not impossible 
to find anything in the history of government approaching the magni- 
tude of the return obtained by the Disposal Commission in the sale of 
the rubber facilities. The facilities recommended for sale by the 
Commission are being sold on a “going business’ basis. The Com- 
mittee on Armed Services calls to the attention of the Congress the 
reply to question 7 attached as a part of this report. 

The Committee on Armed Services is completely satisfied, as pre- 
viously discussed, with the availability of rubber for small business 
and the protection of all segments of our free-enterprise economy. 
The committee could not accept the philosophy that previous viola- 
tion of the antitrust laws should be construed as a complete bar to 
purchase of the facilities by those companies in the United States 
who possess the capital and the technical competence necessary to 
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operate the facilities. The synthetic rubber industry is not small 
business as President Truman stated in 1950. It is big business in 
every respect. It requires large capital investments and large amounts 
of working capital. It involves risks and competition with natural 
rubber. 

Any person conversant with the rubber program knew when the 
Rubber Disposal Act was adopted that many of the likely purchasers 
would be the present operators. But it is significant to note that 
from a competitive viewpoint, two large oil companies will be com- 
peting with large rubber fabricators. This will be a new type of 
competition in the American industrial scene and one which should 
be of benefit to all consumers, large and small alike. The Committee 
on Armed Services was not willing to adopt a suggestion made by 
Hon. Emanuel Celler of New York, chairman of the House Judiciary 
Committee, that, in effect, a bill of attainder be applied to any pur- 
chaser with a history of an antitrust violation. If the fines under the 
antitrust laws are inadequate, as suggested by Hon. Emanuel Celler, 
chairman of the Judiciary Committee, or if the antitrust laws them- 
selves are inadequate, then the committee respectfully suggests that 
this matter receive the immediate attention of the Judiciary Com- 
mittee. 

The Committee on Armed Services is fully aware of the profit made 
by the rubber program in the past few years. It is also aware of the 
operating deficit which has been incurred since the inception of the 
program. And the Committee on Armed Services is also aware of 
the fact that the rubber program, under Government operation, 
pays no Federal taxes. When existing Federal corporation taxes 
are applied against these Government profits they show a marked 
decrease. Profits made by industry resulting from the operation 
of the facilities proposed to be sold will be subject not only to Federal 
taxation but may be exposed to increased local assessment in the 
areas where the facilities are now located. And as industry expands 
its capacity and increases its production of rubber, the Nation as a 
whole will benefit. It will benefit not only from increased tax returns 
to the Government but in the discovery of new types of rubber and 
of new uses for rubber which, in turn, will create new business and 
increased tax revenue for the Federal Government. Finally, it should 
be noted that the expansion and increased capacity, together with 
new uses, will have the very desirable effect of increased employment 
throughout the United States. 

If getting the Government out of business in those areas where 
private enterprise has a legitimate interest is justified, then the sale 
of the synthetic rubber facilities as proposed by the Disposal Com- 
mission is completely justified. 

In short, the Committee on Armed Services, by an overwhelming 
vote, is of the opinion that the sale of these facilities will bring greater 
isa to the Nation and greater material benefits to the American 
people. 

On the basis of the facts as revealed by the testimony and careful 
analysis of the entire program, the Committee on Armed Services 
urges that the resolution do not pass. 
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CONSIDERATION OF H. R. 3659 





Marca 17, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. TuHornperry, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 180] 


The Committee on Rules, having had under consideration House 
Resolution 180, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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DISAPPROVING PROPOSED SALE TO SHELL OIL CO. OF CERTAIN 
SYNTHETIC RUBBER FACILITIES AS RECOMMENDED BY THE 


RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION 
REPORT 





Marca 17, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Vinson, from the Committee on Armed Services, submitted the 
following 


ADVERSE REPORT 


[To accompany H. Res. 171] 


The Committee on Armed Services, to whom was referred the resolu- 
tion (H. Res. 171) to disapprove proposed sale to Shell Oil Co. of 
certain synthetic rubber facilities as recommended by the Rubber 
Producing Facilities Disposal Commission report, having considered 
the same, report the resolution back to the House with the recom- 
mendation that the resolution do not pass. 

This resolution (introduced by Representative Doyle) would have 
the effect of disapproving the proposed sale of Plancors 611, 929, and 
963, respectively, copolymer, butadiene, and styrene plants in the 
general area of Los Angeles, Calif. It would remove them from con- 
sideration by the Congress as a part of the pattern and plan of disposal 
recommended by the Commission. 

The purpose of the Commission was to present, and the evidence 
before us is that it did present, a comprehensive program of disposal 
which presented proposals of purchase and sale of all but three plants 
in Government ownership. Each sale was related to the other by 
comprehensive and complete study so that the total result of all of the 
sales would, on the instruction from Congress, ‘effectuate the pur- 
poses of the act”’ of Congress authorizing and directing disposal. This 
program, therefore, must be viewed as a whole. One of the prime 
objectives was to obtain a free market amply supplied with synthetic 
rubber available for small producers. If a sale of the three plants in 
the California complex, Plancors 611, 929, and 963, is taken out of 
the Commission’s recommended program of disposal, then it would do 


violence to the my determination of the Congress that all of these 
producing plants be sold. 
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- The objections were made by Minnesota Mining & Manufacturing 
Co. and its wholly owned subsidiary, Midland Rubber Co., and Edwin 
Pauley, of California. These 3 put in proposals for purchase of 2 of 
the Califoenia plants. The highest offer of Minnesota Mining & 
Manufacturing Co. and its partners was $3 million. They were 
advised by the Commission that the appropriate value was $3\ 
million. Edwin Pauley offered to purchase the butadiene plant at 
$4 million. The Commission valued this plant at $7 million. Each 
of these bidders. was so advised. The only justification which has 
been offered in support of House Resolution 171 is based upon a 
technicality. 

Congress gave certain specific directives to the Commission. The 
Commission in turn was the agent of the Congress to report back to 
it its conclusions as to whether or not the overall objectives of the 
Congress could be met: to wit, the establishment of a free and com- 
petitive synthetic rubber market (sec. 2); and (2) to do this while at 
the same time obtaining for the Government the full and fair value of 
the properties offered for sale and proposed to be purchased. 

There is no suggestion by the objectors that the basic objectives of 
the act have not been achieved or that the purpose of the Congress has 
not been achieved. It is merely aeat that because the Commis- 
sion did not follow the minutia of directions in the act, that the act 
itself should turn out to be self-defeating. 

By a majority vote of 28 to 4, the committee having heard the legal 
arguments herein reproduced, and having considered the mandate of 
the Congress, are of the opinion that the objections are technical and 
do not relate to the substance of the thing to be done, which is to 
achieve compliance with the will of the Congress as expressed in the 
Disposal Act. 

The objection raised by Minnesota Mining and Mr. Edwin Pauley 
is based upon the contention that Shell Chemical was permitted to 
submit a total bid for 3 facilities without naming a specific amount 
for each of the 3 facilities. Shell Chemical contends that they could 
not in good conscience submit a separate amount for each facility since 
they were only interested in buying an integrated unit, namely, a 
copolymer plant, a butadiene plant, and a styrene plant. Shell con- 
tends they could not assign a separate amount to each plant since 
none of the parts had any value to them without taking the whole. 
Minnesota Mining and Mr. Pauley contend that the Commission 
should not have permitted Shell to submit a bid with a single amount. 

Three opinions were sought by the committee, each independent of 
the other. Special counsel to the committee arrived at an opinion 
which is reproduced as exhibit A. The Comptroller General, at the 
instance of the chairman of the Committee on Banking and Currency 
in the Senate, arrived at an opinion independently and is reproduced 
as exhibit B. The Commission’s views are reproduced as exhibit C. 

Each of these three opinions, independently arrived at, reaches the 
same conclusion; namely, that the package bid by the Shell Chemical 
Co. fully complies with the statute. 

There follows, as a part of this report, the summation of special 
counsel to the committee and the colloquy with members of the com- 
mittee on this subject (exhibit D). 
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Exursit A 


Memorandum opinion for Hon. Car! Vinson, chairman Ared Services Committee. 
Subject: Protest of Minnesota Mining & Manufacturing Co. on RPF Disposal 
Commission. Recommendation of January 24, 1955. 


Minnesota Mining & Manufacturing Co., an unsuccessful bidder for copolymer 
plant at Los Angeles (Torrance), Calif., filed a letter of protest against the recom- 
mendation of the Disposal Commission to sel! Plancor 611, a copolymer plant, to 
Shell Chemical Corp., along with Plancors 929 and 963; one a styrene, and the 
other a butadiene plant. 

Minnesota Mining and a wholly owned subsidiary, Midland, bid on the 
copolymer plant only. 

Shell Chemical Corp., bid on the three plants. Its bid did not specify the 
price for the individual plants. It stated that it would only purchase the three 
plants together. 

Minnesota Mining cites Public Law 205, 83d Congress, section 7 (b) (4) that 
the bid documents: 

“(b) * * * shall be in writing, and shall contain, among other things * * *” 

“(4) the amount proposed to be paid for each of the facilities, * * *” 

In a release giving instructions and information to bidders, RPF Disposal 
Commission stated: - 

“4. Proposals shall state the amount proposed to be paid for each of the 
facilities. * * *” 

Shell Chemical Corp. submitted a proposal without giving the price assigned 
to each of the three plants: 

“We do not state the amounts we propose to pay for any of the facilities on an 
individual basis as we do not propose to purchase individual facilities.” 

RPF Disposal Commission recommended acceptance of the combined bid of 
Shell Chemical and called attention to its proposal which stated that “its interest 
was only in the acquisition of all three plants for integrated operation,” for which 
reason it “declined to assign figures to each of the three facilities.””. Shell Chemical 
Corp.’s bid was the highest of the aggregate bids for all three properties. 

Minneante Mining now contends that the bid ‘s invalid because it did not 
comply with section 7 (b) (4) nor instruction to bidders, release No. 1, paragraph 4. 

Minnesota Mining contends it is immaterial whether or not Shell Chemical’s 
bid for the three plants was in the aggregate the highest. It also contends that 
the RPF Commission “gave Shell an undue advantage not permitted by law” 
and urges the rejection of the bid and legislation authorizing the Commission to 
negotiate new contracts for the sale of these plants. 


Provisions of the act 


I disagree with the contention of Minnesota Mining. 

Section 7 (b) (4) is not to be read by itself. There must be read with it section 
7 (b) (5) which is as follows: 

“(5) The general terms and conditions which the prospective purchaser of a 
copolymer facility would be willing to accept in order to make the end product of 
such facility available for sale to small business enterprises, and the general terms 
and conditions which the prospective purchaser of a butadiene or styrene facility 
would be willing to accept in order to make the end product of such facility 
available for sale to purchasers of copolymer facilities;’ 

Shell Chemical complies with this section. 

_ There must also be considered section 2, the declared purpose of the act which 
is to effectuate the policies set forth in the Rubber Act of 1948, as amended, for 
the development within the Un ted States of a “free, competitive, synthetic 
rubber industry ” 

Likewise, section 3 (b) (3) authorizes the Commission “to take such action and 
a — powers as may be necessary or appropriate to effectuate the purposes 
of this Act.” 

Section 7 (a), concerning advertisment for proposals, states: 

_“The advertisement shall * * * contain such specifications and reserva- 
tions * * * as the Commission in its discretion determines will best effectuate 
the purposes of this Act.”’ 

Section 7 (b), which follows, merely directs that the proposals shall contain 
six enumerated items of information, “among other things * * *,” 


Thus the Commission is not limited to the six items enumerated in this section. 


The bid information is advisory only. The basic objective is to “effectuate the 
purposes of this act.” 
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Section 16 does not limit negotiations to the highest bidder. Instead, negotia- 
tions are authorized with any person “at a price which is equal to, higher than 
or lower than the highest amount proposed to be paid for each facility as the 
Commission determines will best effectuate the purposes of this act.” 

The sale criteria are set out in section 17: 

(1) To afford small business enterprises and users a fair share of the end 
products of the facilities sold and at fair prices; 

(2) Technical competence of the purchaser; 

(3) Development of a free competitive, synthetic rubber industry; 

(4) Purchase in good faith; 

(5) Full fair value taking into consideration the policy established in the 
act; 

(6) Disposal consistent with national security; and 

(7) That the purchasers will be able to produce not less than 500,000 long 
om of  asaciein kes synthetic rubber, and not less than 43,000 long tons 
of butyl. 

Section 21 (c) of the act defines “rubber producing facilities” as “facilities, in 
whole or in part, for the manufacture of synthetic rubber or the components thereof 
* * *” and subsection (d) defines “component materials” as ‘‘material, raw, 
semifinished, and finished, necessary for the manufacture of synthetic rubber.”’ 

Under this definition a combination of styrene, butadiene, and copolymer plants 
in a single operation in my opinion complies with the definition of a “facility.” 


Argument on the objection 


(a) Minnesota Mining apparently relies upon the word “shall’’ as being a man- 
date to the Commission requiring it to receive separate prices on each of the 
three plants in question. Such an interpretation of the word “shall’’ as being 
mandatory cannot be sustained because legislative intent governs at all times. 

The rule of statutory construction cases of this kind is well settled. See 
Triangle Candy Company v. U. S. (144 F. 2d 195 (C. C. A. 9th, 1944)) holding 
that where the purpose of the law is protection of the Government by guidance 
of its officials rather than granting of rights to private citizens, the word “shall” 
is construed to be directory and not mandatory. Here the purpose of the section 
in question is only for guidance of the Commission to enable it to ‘effectuate the 
purposes of the act.” 

By no stretch of the imagination is any prospective bidder “granted any rights” 
in the act. 

See also Vaughn v. John C. Winston Co. (83 F. 2d 370 (C. C. A. 10, 1936)) 
holding that if the requirement is a ‘‘procedural detail’ not going to the substance 
of the thing done or to be done, then it is directory. 

Upon the authorities it is settled that subsection (4) of section 7 (b) is directory 
and not mandatory. The failure to fully comply with the ‘“‘procedural detail’’ 
therein contained does not invalidate this transaction. 

(b) It is to be noted that the legislative intent of this section is stated in H. 
Rept. 593, accompanying Public Law 205. That report states that subsection 
(4) of section 7 (b) is “mechanical in nature.” 

(c) The intent of the act is the disposal of rubber plants at “full fair value” 
while at the same time assuring (1) that small business will have a source of 
supply at fair prices; and (2) continued competition among rubber producers 
(see. 17). 

Shell Chemical Corp. undertakes to make the production of synthetic rubber 
from these three plants available for small business and for the general market. 
It does not consume, in its own business, the products of these three plants. 

Thus, the purposes of the act are “effectuated’’ by: 

1. Terms favorable to the Government (highest price) ; 

2. Conditions ef the sale which favor production for small business (prod- 
ucts are to be sold to small business on open market) ; 

3. Competition sought by the statute (Certificate of Attorney General). 

From the foregcing it is my opinion: 

1. That the recommendation of the Commission complies with the intent of 
the statute, to wit: sale at a favorable price; an assured market for small bi'siness 
fabricators; and mairitenance of competition. 

2. Section 7 (b) (4) it is well settled, is directory and not mandatory, upon the 
authorities cited. It is a “procedural detail,” ‘‘mechanical in nature,” ‘“‘not going 
to the substance of the thing to be done.” This section is for the guidance of 
public officials and the protection of the Government and grants no rights to 
private citizens. 
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3. Section 21 defining a “‘facility’’ when read with section 7 (b) (5) (with which 
Shell complied) and section 16 on “negotiations” plainly contemplates Com- 
mission action which will ‘effectuate the purposes of the act” and, therefore, the 
procedural detail in other sections is for guidance to this end. 

In my opinion, on the facts and on the law, the Commission is authorized by the 


act to make the recommendations contained in its report concerning Plancors 
611, 929, and 963. 
Dated March 7, 1955. 


Joun J. Courtney, Special Counsel. 





Exuipzit B 


CompTROLLER GENERAL OF THE UNITED Stites, 
Washington 25, March 8, 1955. 
Hon. J. W. Furericet, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

Dear Mr. CuarrMan: Reference is made to your letter of February 17, 1955, 
acknowledged by telephone, referring to the contracts executed by the Rubber 
Producing Facilities Disposal Commission for the sale of Government-owned 
synthetic rubber plants, particularly the bid end contract by which three facilities 
in the Los Angeles area would be sold to the Shell Chemical Corp., and requesting 
our Views concerning their propriety under Public Law 205, 83d Congress. 

Such examination of the Commission's report to the Congress, dated January 
24, 1955, and of the contracts as set forth in the supplement thereto, 4s has been 
possible in the limited time available has not disclosed any failure to comply 
with the statutory conditions established by the Congress. The individual con- 
tracts have been reviewed briefly and appear to satisfy pertinent provisions of 
the statute. Our review was directed primarily toward ascertaining that the 
mechanies of the Commission's procedures complied with the law and that its 
report was accurately and fairly stated on the basis of records available to us. 

The Shell Chemical Corp. offered, in its initial proposal dated May 26, 1954, 
to buy three plants asa unit. It quoted one amount, advising, in paragraph 10, 
that ‘‘We do not state the amounts we propose to pay for any of the facilities on 
an individual basis as we do not propose to purchase individual facilities.” It 
has been asserted that such proposal was invalid and improperly considered by 
the Commission in view of subsection 7 (b) (4) of Public Law 205, which directs 
that basic proposals for purchase “shall contain * * * the amount proposed to 
be paid for each of the facilities.’ This provision, as explained in the House 
report (No. 593, 83d Cong., p. 9), was intended to require ‘‘the bidder to indicate 
the amount proposed to be paid for each of the facilities.” 

The Commission had occasion to construe this requirement in paragraph 4, 
of release No. 1, dated November 25, 1953. Therein it stated, in part, that 
“Where a proposal contemplates acquisition of several facilities for integrated 
operation, it shall state separately the aggregate amount proposed to be paid for 
such facilities on such an integrated basis, and the amount otherwise proposed to 
be paid for each of the facilities in question on an individual basis.” Application 
to the Shell Chemical Corp. case of subsection 7 (b) (4) and of the language in 
release No. 1 also has been considered by the Commission in interpretations, 
copies of which it is understood were furnished to your committee. A position 
was taken that the corporation’s intent in bidding was fully stated without mis- 
representation and in compliance with all requirements. 

It is recognized that the Commission’s position involves treating the require- 
ment as meaning that there need be shown only the amount proposed to be paid 
on the basis of the smallest unit intended to be purchased, as distinguished from 
“each of the facilities’ included in such unit. In this view, the statutory direction 
would be complied with because there would be no offer to purchase an individual 
facility as such. In other words, the amount bid for each facility would be 
“vero.”’ In this connection, it may be observed that, even if individual facility 
prices had been quoted, as they were in the case of the Copolymer Corps’. proposal 
for the two plants at Baton Rouge, La., since each amount would be contingent 
upon acceptance of the other, the actual amount offered for each would, in effect, 
be “zero.”” Apparently, the only other view possible is that proposals for combined 
facilities must show prices for individual units even though it not be intended to 
buy them. Such a view, however, not only would be illogical, but it might well 
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involve misrepresentation on the part ofa bidder. In any event, it is not apparent 
how individual amounts could be quoted in such circumstances or, if quoted, 
what practical use could be made of them. 

Also, there is for consideration the fact that basic proposals were requested, 
not to become final contracts, but merely to establish a basis for further negotia- 
tions. In this connection, section 160f the act provides, among other things, that— 
“* * * the Commission may negotiate with respect to any facility with any per- 
son who submitted a proposal on that or any similar facility and may recommend 
sale of any facility to any person who submitted a proposal on that or any similar 
facility at a price which is equal to, higher than, or lower than the highest amount 
proposed to be paid for each facility as the Commission determines will best 
effectuate the purposes of this Act.” 

The fundamental issue presented for resolution thus appears to be as to whether 
the act contemplates that basic proposals submitted for the purchase of combined 
facilities, without showing amounts included for each facility, are required to be 
eliminated from the competition because not complying with the statutory 
direction. An examination of the legislative proceedings dieticnes no indication 
that rejection was intended. On the contrary, reference is made in several 
provisions of the act to “facilities” proposed to be purchased, and it is a fair 
inference that bids and awards for more than a single facility as a unit were 
contemplated. See also the discussion of competition under section 16 in the 
conference reports (p. 17 of H. Rept. No. 1055 and p. 15 of H. Rept. No. 999). 
There would appear to be no logical objection to recognition of bidders in this 
categorv for purposes of negotiating because, while they are not in competition for 
separate facilities as such, their bids readily could be compared with aggregate 
bids for the separate facilities involved, and the Government’s advantage easily 
could be determined, whether at the outset or after subsequent negotiations. 
Clearly, also, the fact that proposals were not final—serving merely the purpose of 
establishing a floor for negotiation of final contracts—precluded any undue ad- 
vantage over a competing bidder interested in « single facility. Finally, since 
the statute must be construed as a whole, each provision being given a meaning 
harmonious with all other provisions, it appears clear that the overall design and 
purpose was to bring all qualified bidders into the competition. Consequently, 
the requirement of subsection 7 (b) (4) should not be given a technical meaning 
which would restrict eligibility so as to exclude qualified purchasers interested 
only in integral groups of facilities, but a meaning, such as that adopted by the 
Commission, more consistent with the whole objective of the law. It is significant 
that proposals for combined units did not deprive any bidder of opportunity to 
participate in the negotiations for final contracts, that disposal of the facilities on 
a plant-by-plant basis was not precluded, and, as pointed out at page 28 of the 
Commission’s report, that the price agreed upon with the Corporation after 
negotiation “‘represents the greatest aggregate return to the Government for the 
three plants.” 

Hence, whether the Shell Chemical Corp. be regarded as bidding ‘‘zero’’ for 
“each of the facilities’? or as not bidding at all for a single facility as such, it is 
believed that no legal requirement necessitated elimination of its proposal or 
precluded negotiation with it. Nor is there perceived any valid objection other- 
wise to consummation by the Commission of the negotiated sales contract with the 
Corporation as found to be in the Government’s interest under the remaining 
provisions of Public Law 205. 

Sincerely yours, 
JosErH CAMPBELL, 
Comptroller General of the United States. 





STATEMENT OF OwEN Kane, Lecis_ative ATTORNEY, OrricE OF THE CompP- 
TROLLER GENERAL, ACCOMPANIED BY Ben H. Pucxert, Assistant DrrectToRr 
or Aupits, anp O. K. BLancHarp, ATTORNEY, OFrFICE OF THE GENERAL 
CounsEL, BEFoRE THE SUBCOMMITTEBR ON PRODUCTION AND STABILIZATION, 
Senate ComMITTEE ON BANKING AND CURRENCY, CONCERNING PROPOSED 
SALE or GOVERNMENT RvuBBER PRopucING FACILITIES 


Mr. Chairman and members of the committee, we are here in accordance with 
the request of the chairman to Comptroller General Joseph Campbell in a letter 
dated March 1, 1955, to discuss the contracts for the sale of the Government's 
synthetic rubber plants, as proposed by the Rubber Producing Facilities Disposal 

ommission in its January 1955 report to the Congress. 
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The Rubber Producing Facilities Disposal Act of 1953 established, as a matter 
of policy, the desirability of selling the Government’s rubber-producing facilities 
on venied in the Commission the duty to dispose of them. The act specified in 
detail the basic criteria and procedures to be followed by the Commission. Our 
comments will be directed to two specific points. 

The first concerns the legal question whether the Commission complied with the 
bidding and negotiation procedures. Ina letter dated February 17, 1955, Senator 
Fulbright, chairman of the Senate Committee on Banking and Currency, advised 
that the committee, in connection with its consideration of the proposed sales con- 
tracts, desired the Comptroller General’s views and comments with respect to their 
compliance with the act. He asked that particular attention be given to the so- 
called Shell package deal involving the sale of three facilities in the Los Angeles 
area to the Shell Chemical Corp. for $30 million. Careful consideration was given 
to the question and the Comptroller General informed Chairman Fulbright in a 
letter yesterday that the contracts, including the Shell agreement, meet all legal 
requirements. The reasons for that conclusion are set forth in the letter. 

The second point concerns the survey we made, within the limited time avail- 
able to us, of the disposal procedures and records of the Rubber Producing 
Facilities Disposal Commission. 

Briefly, this review was directed primarily toward ascertaining that the Com- 
mission’s procedures complied with the requirements of the law, and that the 
Commission’s report to the Congress was accurately and fairly stated on the 
basis of the official records of the Commission. We reviewed the proposals by 
bidders for the synthetic rubber facilities, the proposed sales contracts, the 
minutes of the Commission, and statistics and statements contained in the report 
to the Congress recommending disposal of the facilities. 

Our examination disclosed only minor errors in printing and in computation 
of statistical amounts, all of which had no material effect on the overall accuracy 
of the report. We have prepared a report of our findings which the committee 
may wish to make a part of the record. 

Obviously, we are not able to evaluate the fairness of the proposed sales prices 
since this would involve engineering and economic considerations on which we 
are not qualified to give opinions. In addition, the sales prices reflect the appli- 
cation of criteria specified in the act, the application of which is primarily a matter 
of judgment. However, our examination disclosed no information that would 
lead us to question the amount of the sales prices, keeping in mind the policy 
of the Congress to have the facilities sold and the fact that the sales were made 
by negotiation. 

We would like especially to mention that the Commission was most cooperative 
in furnishing information requested by us. 





GENERAL AccountTING Orrice FINDINGS ON DisposaL PROCEDURES OF THE 
RusBser Propucine Faciuities DisposaL ComMMISssION 


We have made an examination, within the limited time available, of certain 
records of the Rubber Producing Facilities Disposal Commission supporting the 
Commission’s report to the Congress required by the Rubber Producing Facilities 
Disposal Act of 1953 (67 Stat. 408). 

Our review was directed primarily toward ascertaining that the Commission’s 
procedures complied with the requirements of the law, and that the Commission’s 
report to the Congress was accurately and fairly stated on the basis of the official 
records of the Commission. We are not able to evaluate the fairness of the pro- 
posed sales prices since this would involve engineering and economic considera- 
tions on which we are not qualified to give opinions. In addition, the sales prices 
reflect the application of criteria specified in the act, the application of which is 
primarily a matter of judgment. 

We reviewed the proposals by bidders for the synthetic-rubber facilities, the 
proposed sales contracts, the minutes of the Commission, and statistics and state- 
rae contained in the report to the Congress recommending disposal of the 
acilities, 

Our examination disclosed only minor errors in printing and in computation of 
statistical amounts, all of which had no material effect on the overall accuracy 
of the report. See exhibit 1. 


Section 3 (a). Noninterest of Commissioners 


We found no information indicating that any member of the Commission had 
an employee or appeared to receive a substantial part of his income from 
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the rubber, petroleum, or chemical industry. Payrolls were examined to ascertain 
that the Commissioners were paid in accordance with the act. 


Section 3 (c) and 3 (d). Consultation with Attorney General 


We examined files indicating that the Commission had consulted and received 
advice from the Attorney General on the required matters. The Commission 
submitted the report on the disposal of the synthetic rubber facilities to the 
Attorney General and received his opinion within the prescribed time. We 
examined the original copy of the Attorney General’s opinion, which is reproduced 
on pages 32 through 38 of the Commission’s report. 


Section 4. Information from Government agencies 


We ascertained by examination of various data and by consultation with Com- 
mission personnel that the Reconstruction Finance Corporation and Federal 
Facilities Corporation cooperated in furnishing the information requested. 


Section 6. Restriction on personnel 


Payrolls were examined to ascertain that the rates of pay for personnel employed 
by the Commission were in accordance with the Classification Act of 1949. 

We inquired of the Secretary of the Commission whether he had any knowledge 
of Commission employees entering the employ of any purchaser He stated that 
only 4 employes had been separated, of which 3 were now employed by another 
Government agency and 1 had retired. 


Section 7 (a). Intitations for proposals 


On November 18, 1953. the Commission invited proposals for the purchase of 
the synthetie rubber facilities as evidenced by a copy of the official advertise- 
ment. In this advertisement, the Commission announced the period for the 
receipt of the proposals beginning November 25, 1953, through May 27, 1954, 
thus meeting the statutory requirements. The Commission, principally by 
means of especially prepared brochures, furnished prospective purchasers with 
comprebensive data pertaining to the facilities to be sold. 


Section 7 (b). Contents of proposals 


We examined proposals submitted by the bidders. Five of the proposals 
selected at random were compared with the printed proposal in the Commission’s 
report. Each proposal was examined to ascertain compliance with the law. 
We noted the identification of the bidder and its business affiliation; the facilities 
proposed to be purchased and the order of preference in cases where more than 
one facility was proposed to be purchased; the arrangement for the supply of 
feedstock and disposition of the end products of each facility; the amount pro- 
posed to be paid and the financial arrangements; the general terms and condi- 
tions which the prospective purchaser of a copolymer facility would be willing to 
accept to make the end product available for sale to small-business enterprises; 
and the general terms and conditions which the prospective purchaser of a buta- 
diene or styrene facility would be willing to accept to make the end product 
available for sale to the purchasers of the copolymer favilities. Each proposal 
was examined for inclusion of the national security clause. All proposals for 
purchases on terms carried interest at the annual rate of 4 percent on the amount 
of the proposed financing. Section 7 (e) required not less than 3 percent, but the 
Commission set the minimum as 4 percent in the invitation for proposals. 


Section 7 (c). Disclosure of contents of proposals 


We could find no indication that the Commission had disclosed the bid price of 
any proposal prior to the release of the Disposal Report to the Congress. 


Section 7 (d). Cash deposits 


We examined notices of receipt by the Federal Reserve banks of all deposits on 
proposals. Cash or United States Government bonds were received equal to at 
least 24percent of the gross amount proposed to be paid for each facility, or the 
required maximum of $250,000. In the case of alternative proposals on a number 
of facilities the deposit was on the basis of the highest amount required. By reso- 
lution of the Commission, the deposits of the unsuccessful bidders were returned. 
Deposits of successful bidders have been retained by the Commission awaitiag 
action of the Congress before being applied to the purchase price. No interest 
was received or paid on deposits The act provides for the substitution of cash 
for Government bonds upon the closing of the contract. 
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Section 7 (e). Payment of purchase price 


We examined all contracts with purchasers and checked the data in the contracts 
to the Commission’s Disposal Report submitted to the Congress. All contracts 
provided for 25 percent of the purchase price to be paid in cash for facilities sold 
on terms. All purchase money mortgages mature not later than 10 years with 
periodic amortization required. 


Section 7 (f). Negotiations 


In its official advertisement of November 18, 1953, the Commission announced 
that there would be a negotiating period of 7 months after the last day (May 27, 
1954) for submission of the proposals, thus meeting the statutorv requirement of 
publicly announcing the 7 months nezotiation period. By examination of the 
Commission's files and data we ascertained that the Commission first negotiated 
for the sale of the facilities with the highest bidder, then with other bidders. The 
Commission requested the proposed purchasers to furnish pertinent details, 
statistical information, and other factors that they used in arriving at the amount 
of the bids. With this data and with information compiled independently, the 
Commission’s engineers prepared proforma income statements on varying bases 
for the purpose of determining the earning power of each facility. The Commis- 
sion, using earning power as 9 besis for negotiating, succeeded in having pur- 
chasers increase their bid price by about $30 million over the first proposals 
received. We noted that of this increase, $8.2 million occurred in connection with 
the negotiation on the sale of Plancor 1053 (Houston, Tex.). The second largest 
increase was in the amount of $4.4 million on the sale of Plancor 1056 (Lake 
Charles, La.). Upon the completion of nezotiations, tke Commission entered 
into contracts for the sale of the facilities to the highest bidder. 


Section 7 (h). National security clause 


Although the law requires that the contracts include a national security clause 
for a period of 10 years from the date of the contract, the Commission extended 
this period to 10 years froin the date of the actual transfer of the facility. We 
determined that each facility was sold subject to a national security clause, except 
for the sale of $300,000 of miscellaneous equipment to the Great Southern Chemi- 
eal Corp. This exception is set forth on page 31 of the Commission’s report to 
the Congress. 

Section 9 (f). Alcohol-butadiene facilities 


The act provides that the Commission may lease the alcohol-butadiene facili- 
ties. One is included in the proposed sales and negotiaticns are in progress for 
the lease of the other. 


Section 16. Basis for negotiating sale 


We determined that the Commission in each case used only the highest amount 
proposed to be paid for the facilities as the basis for concluding the sales contracts. 


Section 17. Disposal criteria 


We found no indication that the Commission failed to apply and give appro- 
priate consideration to the disposal criteria specified in this section in arriving at 
its recommendation for the disposal of the facilities. 

We determined that the facilities recommended for sale had an assigned annual 
capacity of 689,600 long tons of general purpose rubber and 90,000 long tons of 
butyl rubber. These amounts are in excess of the requirement in subsection (7) 
that the facilities recommended for sale will in the aggregate be capable of annually 
producing not less than 500,000 long tons of synthetic rubber and 43,000 long 
tons of butyl rubber. 





Exhibit 1 


PRINTING AND CompuTATION ERRORS IN THE JANUARY 1955 Report TO CoNGRESS 
or Rureer Propucine Faciuitimes Dtsrosat ComMIssiON 


ERRORS IN PRINTING 


Report to the Congress 


1. Page 3, paragraph 3, under the heading “Full Fair Value,” $272,918,800 
shown as the estimated unrecovered cost of the synthetic-rubber program should 
be $272,718,800 to agree with the amount of the unrecovered investment shown 
on page 15, paragraph 3, under the heading “Full Fair Value.” 
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2. Page 3, paragraph 2, under the heading “California,” $1,5000,000 should be 
$1 — to agree with the contract price, last item of the chart shown on 
page 24. 

3. Page 4, paragraph 6, under the heading ‘Texas,’ $24,187,000 should be 
$24,197,000 to agree with the contract price, item 6 of the chart shown on page 24. 


Supplement to the report 


1. American Synthetic Rubber Corp.— 

(a) Page 10, section 1, of the printed report lists class A common stock of 
$2,000,000,000. The original proposal correctly lists class A common stock of 
$2,000,000. 

(b) Page 10, section 1, of the printed report lists class B common stock of 
$2,000,000,000. The original proposal correctly lists class B common stock of 
$2,000,000. 

(c) Page 17, under the heading “Location,” the grouping for American Biltrite 
Rubber Co. omits Trenton, N. J., which is the third city under American Biltrite 
Rubber Co. shown in the original proposal. 

2. The Firestone Tire & Rubber Co.—(a) Page 44, exhibit B, national security 
clause, article 1, section (A) omits from line 10 after ‘fault or negligence,’’ the 
following phrase shown in the original proposal, ‘Buyer shall immediately notify 
the Government of’’. , 

3. W. R. Grace & Co.—(a) Page 85, section 13, omits from line 4, after “The 
price to be’’ the word “‘so” as shown in the original proposal. 

4. Humble Oil & Refining Co.—(a) Page 103, the last sentence on the page has 
been printed twice. This sentence reads ‘With this development, it is contem- 
plated that additional butyl facilities will be built.” 

(b) Page 104, the table “Trends in production of butyl rubber RUR-SR 43” 
shows production for the year 1951 as 40,676 long tons. The original proposal 
correctly shows this figure as 40,696 long tons. 

5. Petroleum Chemicals, Inc.—(a) Page 145, the statistical data shows the net 
earnings of Cities Service as $50,720,799. The original proposal correctly shows 
this figure as $50,720,779. 

In addition to the printing errors shown above, the Commission in a com- 
munication to the Congress, dated January 24, 1955, pointed out certain other 
typographical errors in the report as follows: 

(1) On page 46 of the report, the representatives of the law firm of Sidley, 
Austin, Burgess & Smith, which was retained to render legal assistance to the 
Commission, should correctly be listed as Messrs. Ray Garrett, Robert Diller, 
and George A. Ranney, Jr. 

(2) On page 198 of the supplement, section 7 (b) should be footnoted as follows: 

“This subsection was deleted as inapplicable in the contract with Koppers 
Co., Inc. The accounting records of the operating agency have reflected no value 
for this catalyst since 1953.” 

(3) On page 200 of the supplement, the phrase “of the purchaser” in the third 
line of section 17 should be footnoted as follows: 

“This phrase was deleted in the contracts with Phillips Chemical Co. to satisfy 
that company that the section carries no negative implication that Government 
obligations do not survive the transfer. The Commission construes the contract, 
with or without the deleted phrase, as providing for the survival of Government 
obligations. The deletion was formal and effected no change in substance.” 


ERRORS IN COMPUTATION 


On page 16, paragraph 1, of the report to the Congress, the Commission stated: 
“The contracts of sale recommended by the Commission for the same facilities 
(facilities sold) total an estimated $261,343,000, which is 99.2 percent of the esti- 
mated replacement cost less depreciation and obsolescence ($263,556,000).”’ 

In reviewing with Mr. Holmquist, of the Commission, the adjustment made be- 
tween the Parson’s estimated replacement cost at September 30, 1952, and the 
projected amount at April 30, 1955, certain errors were noted. : 

The combined effect of these errors reduced the sok wa value shown in the 
report from $263,556,000 to $255,850,000._ The total of the sales contracts re- 


mained unchanged at $261,343,000, which is 102.1 percent (instead of 99.2 per- 
cent as given in the report) of the corrected replacement cost less depreciation and 
obsolescence. 
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Exuisit C 


MEMORANDUM Discusstne Ornsection BY Minnesota Minina & Manvuractur- 
1nG Co. To Commissi0on’s RECOMMENDED SALE OF THREE West Coast PLants 
To SHELL CHEMICAL Corp. 


Reference is made to letter of February 23, 1955, from Chairman Vinson of the 
Committee on Armed Services, House of Representatives, transmitting letter of 
February 22, 1955, from Minnesota Mining & Manufacturing Co., contending 
that the Shell Chemical Corp. ete did not conform to the standards pre- 
scribed by the Congress in the Disposal Act, and therefore was improperly con- 
sidered by the Commission. 

Minnesota’s bid was a joint bid in which the other participants were Midland 
Rubber Corporation (a wholly owned subsidiary of Minnesota) and Edwin W. 
Pauley, an individual. The bid proposed to purchase Plancor 611, the Los 
Angeles copolymer plant, at a ve of $2,500,000. The bid was not dependent 
in any Way upon the proposal filed by Edwin W Pauley, as an individual, for the 
butadiene plant at Torrance (Plancor 963), for which the sum of $4 million was 
offered. 

Minnesota, speaking for itself and Midland, requests that the recommended 
sale to Shell be disapproved and that legislation now be passed to enable the 
Commission to receive new proposals and negotiate new contracts for the sale of 
the three plants concerned under the same terms and conditions presently set out 
in the Disposal Act. 

Shell’s proposal called for the purchase of the foregoing copolymer and butadiene 
plants, plus the styrene plant at Los Angeles, for an integrated operation, at a 
price of $27 million. (The plants had been operated on such an integrated basis 
by the Government.) In its proposal, Shell made clear that it was interested 
only in acquisition of the three plants as a package and that it did not propose to 
purchase individual facilities. 

Shell was declared eligible to negotiate for the purchase of the plants upon the 
basis of its proposal which was found to have met the requirements of the act and 
the Commission’s instructions. Minnesota asserts that the failure to break down 
the bid into individual prices for the individual plants comprising the package is 
fatal. 

The Commission cannot subscribe to this view. Section 7 (b) (4) of the Dis- 
posal Act provides that proposals shall contain “the amount proposed to be 
paid for each of the facilities, and, if such amount is not to be paid in cash, then 
the principal terms of the financing arrangement proposed.”” Broadly speaking, 
this section, procedural in nature, is designed to inform the Commission as to 
how much a bidder proposes to pay and how he proposes to pay it. The House 
report on the Disposal Act described the section as follows: 

“Paragraph 4 of subsection 7 (b) is mechanical in nature and requires the 
bidder to indicate the amount proposed to be paid for each of the facilities and the 
manner . which the facilities will be financed” (H. Rept. 593, 83d Cong., Ist 
sess., p. 9). 

Where a proposal covers more than one facility and the bidder desires to pur- 
chase any one separately if he cannot get the integrated whole, the proposal is 
expected to state the amount proposed to be paid for the facilities on an individual 
basis. This test did not apply in the Shell case. Where a bidder has no intent 
‘o purchase individual facilities a clear statement to that effect satisfies the statute 
by giving a negative answer to the question of section 7 (b) (4). Shell’s proposal 
made clear that the bidder was uninterested in the individual purchase of 1 or 
2 of the components of the whole. Shell’s statement to that effect in its proposal 
satisfied the statute since it left no doubt that no amount was proposed to be 
paid “for each of the facilities,’’ because there was no intention to purchase each 
of the facilities individually. Any attempt by Shell to assign individual prices 
to the three plants would have been a misrepresentation. The Commission does 
not view this section of the statute as compelling absolute uniformity of intention 
of all bidders. The history of the statute is one of requiring full disclosure of 
individual intentions in regard to purchase to enable the Commission to evaluate 
the proposals it received. In view of the complexity of the disposal program, 
it was to be expected that many different methods of sale could be broached. 
The Commission welcomed them. In the light of Shell’s explicit statement of 
intent, there can be no question that the Commission was afforded a full dis- 
closure of Shell’s state of mind with respect to its participation in the disposal 
program. 


74008°—57 H. Rept., 84-1, vol. 2——55 
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Paragraph 4 of the Commission’s release No. 1 restated the requirement of 
section 7 (b) (4) of the Disposal Act, calling for a statement of the price proposed 
to be paid for each facility. It added that where a proposal contemplated acqui- 
sition of several facilities for integrated operation, the proposal should state 
separately the aggregate amount proposed to be paid on the integrated basis, 
and the amount otherwise proposed to be paid on an individual basis. This 
language was designed to obtain for the Commission complete and accurate 
disclosure of all essential information in proposals to be filed with it. Because 
this section was a restatement, in the instructions, of the requirement of section 
7 (b) (4) of the statute, the reasoning applicable in the discussion above per- 
taining to the statutory provision likewise applies here. Shell’s proposal, clearly 
negativing interest in anything but the entire package, made clear that there was 
no amount “otherwise to be paid” as to individual plants since no interest was 
present for the purchase of individual plants. 

In net effect, Shell’s proposal would have been no different had it, for solely 
formal reasons, assigned values to the individual plants but interconditioned the 
offers by a statement that Shell wished only to purchase all 3 and that, 
therefore, the purchase of any one plant was conditioned on the purchase of the 
other two. Such a proposal would have differed from the one actually filed only 
in the price breakdown. But that would have in no way aided any other bidder 
in view of the Commission’s general negotiating policy of not divulging bid 
amounts. Minnesota has not contended that conditioned proposals are invalid. 
In fact, in view of the geographical and technological factors favoring integrated 
purchases, they are to be expected. And many were received. The proposals 
of Copolymer Corp., Goodrich-Gulf, Texas-United States, and Humble were all 
conditioned in one fashion or another. Conditioned bids being valid, there can 
be no objection to a package bid as, in ultimate effect, they are the same. 

The act is not a strict “high bid statute’’ which would preclude the Commission 
from sellirg the plants in question on an integrated basis, even had the proposal 
spelled out individual prices for each plant in the group and the purchaser was not 
the “high bidder” on one of the plants. The Commission was explicitly permitted 
to sell for less than the high offer. This being so, and in light of what has been 
said above in reference to conditioned proposals, Minnesota could not have been 
prejudiced by Shell’s failure to break down its proposal. 

In the Shell case, the package offer (which during negotiations was increased 
from $27 million to $30 million) exceeded the sum of the individual high offers. 
The Commission was nowhere prohibited from obtaining the benefit of whatever 
additional price a buyer might be willing to pay for an integrated operation. 

There can be no question of the bona fides of the Shell proposal. The plants 
were worth a certain sum to Shell on its premise, and the Commission would 
have been open to most serious objection had it, following the thesis of the objector, 
ruled the proposal ineligible. The question of obteining the greatest financial 
return for the Government, consistent with the este.blishment of a competitive 
industry and the protection of the national security, was stressed by the Congress 
as of primary concern. 

It would seem clear that the mere qualification of the proposal as eligible was 
of itself in no sense prejudicial to other bidders for the plants comprising the 
complex. As the Commission’s report to the Congress makes clear, Shell declined 
to break down its composite bid. The question, therefore, is whether continued 
negotiations on this basis prejudi¢ed other bidders on the plants involved. The 
answer to this question is found in the negotiating procedure followed by the 
Commission. The Commission negotiated with bidders in the light of their 
offers and, finally, on the basis of the Commission’s view of the appropriate price 
for each plant. Minnesota was told by the Commission that in the Commission’s 
view the appropriate price for the Los Angeles copolymer plant was $3,500,000. 
Minnesota was fully negotiated with on this basis. Its original bid was finally 
increased to $3 million. This procedure was followed in other causes where, 4s 
here, there was more than one bidder for a facility Examples are the Houston, 
Lake Charles, and Port Neches butadiene plants. In none of those cases was 4 
package proposal involved. Yet the Commission’s basic procedure, modified as to 
technique where required by special circumstances, was the same as that followed 
in regard to the Los Angeles copolymer plant. The Commission’s idea of an 
appropriate price was set as a negotiating target. Therefore, any breakdown by 
Shell would have had no effect on the position of other west coast bidders. With 
no breakdown, the Commission followed its standard procedure. A breakdown 
would have made no difference. The Commission would have followed the same 
procedure. 
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The one change in west coast negotiating procedure involved fuller disclosure 
of the Commission’s position and thus was an aid to bidders on those facilities. 
They were put on notice of the possible existence of package proposals and were 
told the procedure to be employed by the Commission in such situations. The 
Commission said that it would consider the total of the amounts which it would 
receive on an individual basis in relation to the amount represented by a package 
bid. 

Furthermore, the Commission had a large number of individual bids on the 
styrene plant, and several bids on the butadiene and copolymer plants. It had, 
therefore, measures of value expressed by bidders with which to test prices. It 
negotiated with all bidders. At no time did Minnesota ever become high bidder, 
never reaching, for example, the initial proposal of Standard Oil Co. of California 
which offered $3,500,000 for the copolymer plant. 

Minnesota was made fully aware, as were other bidders on the west coast plants, 
that the disposal of these plants presented one of the most difficult problems con- 
fronting the Commission. A principal concern to bidders on the copolymer plant 
was the absence of an assured market for its production. Standard of California 
made the assurance of such a market an absolute condition of its offer to purchase, 
and Minnesota suggested that to mect this problem the Commission should obtain 
an agreement from purchasers of other Government-owned rubber-producing 
facilities that they would, for a minimum of 5 years from the effective date of sale, 
purchase their west coast GR-S requirements from the Los Angeles copolymer 
plant at current market prices. This suggestion could not be complied with by the 
Commission. The question of finding markets was left entirely to the bidders. 
The Shell proposal was the only one which freely accepted this burden. Shell was 
willing to take its chances on finding and developing markets. This factor, there- 
fore, loomed increasingly important in the Commission’s thinking as the program 
progressed. As the Commission’s report states, sale of the west coast plants was 
clearly necessary to safeguard the competitive position of west coast fabricators. 

The vertical integration question posed by the Shell proposal was resolved by 
the Attorney General who approved the sales. The introduction of a strong com- 
pany into the styrene business as a newcomer was thus regarded satisfactorily, as 
was entrance into the synthetic rubber field of a company independent of connec- 
ro ga rubber fabrication. The needs of small rubber fabricators were pro- 
tected. 

In sum, in recommending the Shell sale, the Commission fulfilled its basic 
responsibilities by obtaining the maximum-dollar return, while at the same time 
establishing genuine competition in both GR-S and styrene manufacture. At 
no time during the 7-month negotiating period did Minnesota object to the 
Commission’s procedures, or indicate that it considered that it had not been 
treated fairly. It would accordingly seem that the protest now pending makes 
it incumbent upon Minnesota to demonstrate that it has in fact received such 
discriminatory treatment in violation of its substantial statutory rights as would 
justify the rejection of the recommended sale to Shell. 

As stated in House Report No. 593, with respect to section 9 (b) of the act 
relating to congressional review of the disposal program: 

“While it is not intended that this section will create a forum for rejected 
bidders to air their complaints, nevertheless, it will give the representatives of 
the American people an opportunity to pass upon and, if necessary, reject the 
oroposed transfer of a great Deveraind industry to the hands of private industry. 

he responsibility for Federal review of the proposed sales is placed in the hands 
of the Congress, where it rightfully belongs. If either House is of the opinion 
that national security will be endangered or full fair value will not be received, 
or a competitive pattern will not be created, it can reject the proposed sales, and 
the Rubber Act of 1948 will then be extended to March 31, 1956” 





Exuisit D 


The Cnarrman. Now, Mr. Courtney, have you any comments to make on any 
phase of the brief and the arguments submitted by the two distinguished lawyers 
who have just preceded out 

r. Courtney. Mr. Chairman, I have two comments to make. 

The CuarnmMan. The committee will be pleased to hear you. 

Mr. Courtney. Mr. Chairman, in the first place, I would like to repeat for 
the benefit of the members who were not here—— 

Mr. Arenps. A little louder, Mr. Courtney, please. 
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Mr. Courtney. The question that was addressed by Mr. Cole, 1 of the 2 
uestions, to Mr. Connolly. Mr. Cole asked Mr. Connolly whether if the bid on 
these 3 plants had been $1 for 1, $1 for another, and $20,999,998 for the other, with, 
of course, the stipulation that only the 3 plants and $30 million would be the fina! 
negotiated figure, whether or not that would have qualified Shell Chemical, and 
Mr. Connolly answered that question “Yes.” 

Now, the purpose of this statute and the purpose of this direction in the statute, 
Mr. Chairman, was not to make the Congress and the Commission appear as 
foolish and as absurd as they would be in the case posed by Mr. Cole to which 
the answer was made. 

The purpose of this statute, Mr. Chairman, was 4 times declared by the 
Congress to be to effectuate the purposes of the act, and it defined the purposes 
of the act in section 2, and it set up the criteria in section 17—7 in number. 

The question at issue before this committee is whether the Commission has 
achieved the basic objective of the act and whether its report adequately informs 
the Congress according to the criteria by which it, the Congress, shall judge the 
acts of the Commission. 

There is one basic fallacy that seems to have crept into the arguments of my 
worthy opponents, and one is that they are proceeding upon the law of contract 
or offer and acceptance. There is no such thing involved in this statute. 

There is no commitment by any person who is described in the statute and in 
this colloquy as a bidder. There is no suggestion that his bid could be accepted 
and would be enforceable against him. 

In fact, the situation in this statute is quite to the contrary, because section 16 
clearly places a complete discretion in the hands of the Commission to achieve 
and effectuate the purposes of the act, and it does not require that the highest 
bicder or that any particular bidder be made any award, no matter how long he 
may have negotiated nor what his position in the industry might have been. 

The duty of the Commission wes to achieve the sale of the plants on the criteria 
in section 17, and to obtain the full and fair value for the Government, and thus 
achieve in the sale a free and competitive synthetic rubber industry. 

Now, the second point, Mr. Chairman, is this: We have labored the word 
“shall.” It is not unfamiliar to this committee to be confronted with the word 
“shall” in the statute. 

In June of last year, June of 1953, the Department of Defense, in construing 
the Cataloging Act, which passed through this committee, Public 436, referred to 
the word ‘“‘shall.””. Because the Congress, in spelling out what should be in the 
catolog, said it shall contain certain things, among others, and that was the 
performance data to make the catalog useful. That was held to be mandatory 
and wholly incapable of performance, for which reason the statute was to be 
disregarded, and we were to have no single catalog. 

Now, in June of 1953, the committee very summarily disposed of that conten- 
tion and it cited the case of French v. Edwards, which is an old United States 
Supreme Court case, hornbook law, if we please, to remember the hometown 
froma which Mr. Connolly and myself have come, also the home of West Pub- 
lishing Co. 

The court said in that case—and this is the case we cited to the Department of 
Defense, and this, Mr. Chairman, is the reason we have made some progress 
toward a single catalog, as the Congress requested: 

“Provisions of this character are not generally regarded as mandatory unless 
accompanied by negative words importing that the acts required shall not be 
done in any other manner or in any other time than that designated.” 

Now, I am not alone in reaching a conclusion, a legal conclusion with respect 
to the use of the word “shall.’”’ And I should like to invite the attention of my 
brothers to the United States Supreme Court again, in a case in which the question 
involved was the question of the service of process, a very important private 
right. The statute used the word “shall” and it was attempted to be construed 
as mandatory, and here is what the court said: 

‘As against the Government, the word ‘shall,’ when used in statutes, is to be 
construed as ‘may,’ unless a contrary intention is manifest.” 

Let me cite here Erhardt v. Schroeder (155 U. 8.), just very briefly, quoting 
“Cooley on Taxation” and the tax rights and the rights of taxpayer, which to 
many people are important. 

Here is what the court adopted as its language: é 

“The protection of the convenience only of a taxpayer is not of such a vital 
nature as to authorize a court to treat a statute primarily directed to public 
officers for their guidance, and the substantial protection of the Government, as 
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mandatory, and to consider official acts not in strict conformity with the statute 
as void. The protection must be substantial and must be intended as a guard of 
rights or property.” 

And in this case, there are no rights whatsoever involved on the part of the 
bidder. It is only the protection of the Government and the effectuation of the 
purposes of the statute that are in issue. 

And I might cite also the Wisconsin Railway Co. in 94 United States: 

“ ‘Shall’ ought undoubtedly be construed as meaning ‘must’ for the purpose of 
sustaining or enforcing an existing right, but it need not be for creating a new one.” 

Now, I won’t labor this point longer, Mr. Chairman. I could cite other cases 
and I will be glad to furnish the committee with other cases if it becomes a legal 

uestion. 
: However, there was unwittingly, I think a confession on the part of my brother 
Blalock—and I assume from his statement that you knew my reputation at least, 
that it was my opinion to which he was directing your attention. 

He says, “‘One must remember here that Congress is the court. This committee 
interprets and enforces its own law. No recourse is left in the courts because by a 
failure to act between now and March 25, Congress permits this illegal contract 
to go into effect.” 

Now, the statute provides that the Commission shall report to the Congress 
and its report is left to the judgment of the Congress, in this case the committee 
of the Congress charged with reviewing the matter. It is for this committee to 
say whether the Commission has fully and in all respects complied with what the 
Congress wanted to know, and the Congress wanted to know what the final 
agreemenis were and whether they would create a free and competitive synthetic 
rubber industry. 

In that view and by that concession, this statute could be nothing else than a 
direction to the Commission as to what it would do and what it should do and 
what it ought to do, so that the Congress might be informed. That clearly was 
for the guidance of the Commission in its report to the Congress. It was directory 
and it conferred no rights whatsoever upon any bidder or group of bidders. 

That is all, Mr. Chairman. 

The CuarrMaNn. Thank you very much, Mr. Courtney. 

Mr. Price. Mr. Chairman, may I just ask one question—Mr. Courtney, in 
your reference to the Shell in section 7 (b), and all the other different subsections 
of section 7, you seem to leave the inference that this “‘shall’’ applies one way as 
far as the Government is concerned, and another way as far as the bidders are 
concerned; is that correct? 

Mr. Courtney. Yes, sir. 

Mr. Price. Well, why? 

Mr. Courtney. That is what the law says. That is what the Supreme Court 
Says. 

Mr. Price. Well, the law—what does the law say? 

Mr. Courtney. I Have just read you the Supreme Court cases. 

Mr. Price. I am sorry, I was called out to the telephone. 

Mr. Courtney. Oh, I am sorry. I will get you one right on the nose. 

Railroad Company v. Hecht. This was a case of the service of protest, a very 
important private right, I admit. ‘‘As against the Government, the word ‘shall,’ 
when used in statutes, is to be construed as ‘may,’ unless a contrary intention is 
manifest,’’ and here no such intention appears. 

Mr. Price. All right, Mr. Courtney—— 

Mr. og ow, the purpose of this statute, the purpose of these directions 
as to “shall” —— 

Mr. Price. Mr. Courtney, that is the point I am trying to bring out. As I 
read section 7, it is as against the bidders and not as against the Government. 

Mr. Courtney. Well, I think that you and I disagree on 

Mr. Price. Perhaps so. You are an attorney, and I am not. 

Mr. Courtney. On semantics. 

Mr. Price. No. I just happened to serve on the committee. I knew what 
we were trying to do when we set the section up, and I thought we may have 
accomplished it, but apparently we haven’t. But I do read section 7 as being 
against the bidder. which sets certain specifications that they must follow, and 
it doesn’t regulate the Government, but it regulates the bidders. 

Mr. Courtney. Oh—— 

Mr. Price. Isn’t that true? 

Mr. Courtney. I would disagree with you on that. 

Mr. Price. Well—— 
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Mr. Courtney. Because it is a direction. 

Mr. Price. I am only thinking. That is my thought on the subject. 

Mr. Courtney. No; it is stated that the Commission shall do these things. 

Mr. Price. The Commission shall direct certain things, certain requirements 
from the bidders. 

Mr. Courtney. The Commission shall. 

Mr. Price. Yes. 

Mr. Courtney. There is a distinction. 

Mr. Prices. In their dealing with bidders, with proposals. 

Mr. Courtney. The Commission shall. 

Mr. Price. The proposals wouldn’t be from the Government. They would 
be from bidders. 

Mr. Courtney. Well, if you think of this statute in terms of offer and accept- 
ance, if you think that you are dealing with bids in the conventional sense of the 
term, perhaps you might have some argument. But these are not bids. These 
are merely proposals. These are merely qualifying, if you please, requirements, 

Mr. Price. What is the difference? 

Mr. Courtney. There is a vast difference. If it were a bid, it could be ac- 
cepted immediately by the Government and it would become a binding contract. 
In this case it could not be accepted by the Government, no matter what was 
in the bid. It had to go to negotiation and it had to come under the provisions 
of section 16. And as I pointed out to you a moment ago, section 16 is not a 
high bid statute such as we know in the Armed Services Procurement Act of 1947. 

Now, here is what we finally get to, after all these things shall have been done. 
Now, this is section 16. And this is important to the consideration of a matter 
of this kind, because the duty of the Congress is to effectuate the purposes of 
the act. 

Here it is: ‘In arriving at its recommendations for the disposal of the facilities, 
the Commission shall use as the basis for negotiating the sale of each facility the 
highest amount proposed to be paid for each facility.” 

Mr. Price. For each facility. 

Mr. Courtney. “If in the opinion of the Commission the highest amount 
proposed to be ye was a bona fide proposal”’ 

Now, if Mr. Connolly’s position is correct, would you consider—and I concede 
it—would you consider that a dollar bid for one of these proposals was a bona 
fide proposal? 

Let me continue with the statute. 

‘Provided further, That in using such highest amount as a basis for negotiation, 
the Commission may negotiate with respect to any facility with any person who 
submitted a proposal on that or any similar facility, and may recommend sale 
of any facility to any person who submitted a proposal on that or any similar 
facility at a price which is equal to, higher than, or lower than, the highest amount 
to be proposed to be paid for each facility as the Commission determines will 
best effectuate the purposes of this Act.”’ 

Mr. Price. So far you haven’t talked about anything except each facility in 
the sale there. 

Mr. Courtney. That is right. 

Mr. Price. You haven't talked about any package deals. 

Mr. Courtney. There is nothing in the act that prohibits a package deal. 
= Mr. Price. Nothing in there that approves it, either, or stipulates the package 

eal. 

Mr. Courtney. Well, I have read you the provisions of the act. 

Mr. Price. But there has been evidence of legislative intent to debate on the 
floor of the Senate, at least, that stipulated individual sales. 

Mr. Courtney. Of course, I am aware of the colloquy that was read into the 
record, Mr. Price, but that has not changed my opinion. 

Mr. Price. Well, I am not debating your opinion because I am not qualified 
to do it. I am merely thinking out loud here. 

The Cuarrman. Mr. Cole. 

Mr. Cote. Mr. Chairman, I was impressed by the argument contained in the 
Comptroller General’s letter which I will only quote from memory, but the effect 
of it—and I would like to solicit your concurrence or disagreement, Mr. Courtney— 
the effect of it was that in the opinion of the Comptroller General, that if a bid 
were submitted for plants individually, a number, a — in dollars assigned to 
each plant and an aggregate of those prices for all of the plants, with a condition 





that if the bidder could not get all of the plants, it didn’t want any of the plants— 
that the net effect of that type of a bid was that the bidder bid nothing for each 
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of the plants or an aggregate if he could get them all. Do you agree with that or 
not! 

Mr. Courtney. Well, I think that would have to follow. 

Mr. Cote. Of course, doesn’t it logically follow? 

Mr. Courtney. As a matter of logic, Mr. Cole, I see no escape from that 
conclusion. 

Mr. Cote. If a person puts a condition on a bid, the effect of which is that 
unless he can get them all for the aggregate price, then he doesn’t want any of 
them—the effect of that bid is that he bids nothing for each of them or a definite 
figure for all of them. 

Mr. Courtney. Well, Mr. Cole, may I—I fully concur in that. Mr. Connolly 
concurred in it. I concur in it, and the Comptroller General concurs in it. 

Mr. Coue. Isn’t that exactly what Shell did? 

Mr. Courtney. May I point out Mr. Chairman and Mr. Cole, that if my 
count is correct, substantially all of the persons here who are recommended 
purchasers, bid on joint proposals. I have read through—and I am only quoting 
from memory now—I have read many of them where two plants were bought by 
the same concern or the same group. In those cases the bids were a joint bid. 
While the amounts were allocated to the different plants, it was stated firmly 
that the proposal would only be considered by the bidder, if you please, on the 
basis of the total amount. 

Mr. Price. Mr. Chairman, may I just ask one more question? 

The CuatrmMan. Mr. Price. 

Mr. Price. Mr. Courtney, how do you get around this phrase of a bona fide 
proposal, when it certainly can’t be considered a bona fide proposal? 

Mr. Coxe. Certainly, it is a bona fide proposal. 

Mr. Courtney. It is a bona fide proposal, for 3 plants or 2 plants, as the case 
may be. But it isn’t—— 

Mr. Price. As applied to individual plants, it would be a bona fide proposal. 

Mr. Courtney. Yes, sir. 

Mr. Price. If you offered nothing for it. 

Mr. Courtney. Well, they don’t offer nothing for them. They offered to 
take three. 

Mr. Price. That is the effect of it. 

Mr. Courtney. Or two, as the case may be. 

Mr. Price. The effect of it is that you offer nothing for it. 

Mr. Courtney. If you want to carry it to its logical conclusion, as the Comp- 
troller General has said, that is where you get. 

Mr. Puitein. Doesn't the statute require that they should be bid plant by 
plant? How are you going to get behind that? Who is going to determine that, 
the Comptroller General or some attorney for the Government agency or the 
authors of the bill and the Congress? You are probably familiar with this, as 
you sat here listening to the reading of Senator Capehart’s testimony. 

Mr. Courtney. Yes, I did. 

Mr. Puitpin. In which he expressly said that he intended that these bids 
should be accepted plant for plant. ow are you going to get around that? 
That is a direct statutory provision. How are you going to get around it? 

Mr. Courtney. Well, Mr. Philbin, I should answer that by saying of course 
that any Member of the Congress has a right to express his opinion and interpret 
his views in voting upon the law. However, remember this law represents the 
concurrence of both the House and the Senate. 

Mr. Puiipin. Don’t you think that that is some sort of very strong evidence 
on the question of congressional intent? 

Mr. Courtney. I am sorry. I think it is informative, but I don’t believe it is 
controlling. 

Mr. Putiein. Of course, I don’t see any question at all of offer and acceptance 
here. I don’t know why that should be injected into this controversy at all. It 
is merely a question, as I see it, of whether or not this statute has been complied 
with in the submission of these bids. That is the only question | see here. I 
think it is a very simple one. But I think there are some very serious questions 
that have been raised as to whether there has been compliance. 

Mr. Courtney. Well, may I point out, Mr. Philbin, that that is the burden of 
my discussions with the committee. I have only been asked to state my legal 
opinion to the committee as to whether or not this is a mandatory statute, and I 
hold that it is a direction to the Commission. 

Mr. Purusin. I understand that. 
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Mr. Courtney. And it is for the Congress to say whether the Commission has 
fully or completely complied with its direction. It may waive anythirg in the 
statute that it chooses as to the directions it gives to the Commission; no rights 
inhere in the bidders. 

The Caarrmman. Now 

Mr. Brooxs. Will the gentleman yield there? 

Mr. Puivpin. Yes. 

Mr. Brooks. I want to ask you this, in reference to the construction of the 
word “shall” there, as to whether it is permissive or mandatory. What would 
you do with the stipulation that—that is, it seems to require the deposit of 
2% percent, in either cash or Government bonds. Is that mandatory or is that-—— 

Mr. Courtney. I think it could be waived, Mr. Chairman—Mr. Brooks. 
And commonly percent provisions of that kind which are not complied with are 
held to be irregularities. We have situations of that kind. 

Mr. Brooks. You think that is permissive, too, do you? 

Mr. Courtney. Let me finish. We have situations of that kind where the 
requirement is for the deposit of a bid bond at the time a bid is presented, and the 
Comptroller has, immemorially, rule? and the Government has taken the bid 
most favorable to the Government under those conditions and permitted the 
filing of a bid bond after the bids were opened. That was held to be an irregu- 
larity because the prime concern, says the Comptroller, is the protection of the 
Government. 

Mr. Puitern. Does the gentleman yield? 

Mr. Brooks. You have the floor. 

Mr. Puitein. May I ask one further question, Mr. Chairman? 

The Cuarrman. Mr. Philbin. 

Mr. PuiiBin. Supposing, Mr. Courtney, that none of these proposals were in 
writing, do you think that would have satisfied the requirements of the statute? 

Mr. Courtney. I think the Congress could waive it. 

Mr. Puizsin. You think the Commission would have authority to waive it? 

Mr. Courtney. Yes, I think they could—— 

Mr. Purisin. You think the Commission could have the authority to waive the 
requirements that any of these bids should be put—or any of these proposals 
should be put—in writing? 

Mr. Courtney. I think the Congress is the final arbiter of whether or not, and 
this is the point—the Congress is the final arbiter of how the Commission has 
performed its work. 

Mr. Puitein. Well, I think that that is true. 

Mr. Courtney. Subject to the criteria it has set. 

Mr. Putiein. My question was addressed to the point of whether or not, if 
none of these proposals had been required by the Commission to be in writing, 
whether that would conform with section 7. 

The Cuarrman. I suggest to all the members—— 

Mr. Courtney. I think that would be an irregularity. 

The Cuarrman. I suggest that all the members of the committee read most 
carefully the Comptroller’s opinion and the logic and the way he arrives at his 
conclusions. 

Mr. Gavin. Mr. Chairman. 

The Cuarrman. All right, Mr. Gavin. 

Mr. Gavin. Mr. Courtney, did all the interested parties have an opportunity 
to submit a proposal on these respective plants to the Commission? 

Mr. Courtney. Well, now, I can only depend on the Commission’s report, and 
it is my understanding from the Commission’s report that all parties were negotia- 
ted with? 

Mr. Gavin. Were all what? 

Mr. Courtney. All of the parties who have been mentioned here, including 
the two who protested, were negotiated with at some point. 

Mr. Gavin. Then, I assume that the Commission did enter into negotiations 
after all proposals had been received? Because, evidently they had, because the 
Commission, as I understand, increased through their negotiations the original 
offer of $27 million to $30 million; is that right? 

Mr. Courtney. That is what the Commission’s report shows. 

Mr. Gavin. Well, evidently they then, in those negotiations, did consider other 
bids that had been submitted for these respective plants, to enable them to 
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negotiate to the extent that they secured an additional $3 million; is that right? 

Mr. Courtney. Yes. I think Mr. Connolly testified, and his prepared state- 
ment shows, that the bid of Minnesota Mining, for example was, in the negotiations 
increased substantially. 

Mr. Gavin. Now, for my own information, would the Commission call in 
those other individual corporations who had submitted proposals to attempt to 
negotiate with them on the respective plants in which they were interested? 

Mr. Courtney. Well, if I read the report correctly—and of course the Chair- 
man of the Commission would have to be the one to say—but my understanding 
from the report in reading it was that all persons were negotiated not once but a 
great many times until the final figures were arrived at. 

Mr. Gavin. That is the point I am trying to make. If all interested parties 
were given an opportunity to negotiate with the Commission to submit what 
would be the high bid, and after that had been determined, then the Commission 
arrived at a recommendation of this particular prereset from this company. 

Mr. Courtney That is my understanding of the report. 

Mr. Price. Mr. Chairman, just one point. The gentleman from Pennsylvania 
wants information on that subject. I think that is one of the points at issue. 

Mr. Gavin. That is what I would like to find out, 

The CuartrMan. I suggest all the page of the gentleman from Pennsylvania 
propounded to Mr. Courtney should be addressed to Mr. Pettibone, who will be 
on the stand with the other members of the Commission as soon as we get through 
with Mr.—and they are very pertinent questions and we have more questions to 
ask Mr. Pettibone and his Commission. But those are questions, in my judgment, 
that should be addressed to him. 

Mr. Price. But I think we can answer the question of the gentleman from 
Pennsylvania without Mr Pettibone. 

The CHarrMan. All right. 

Mr. Price That is one of the points at issue. They were never able to negoti- 
ate for a single plant as against the Shell bid because there were no bids on single 
plants by Shell. 

The Cuarrman. Well, we will get to that 

Mr. Gavin. I think if the gentleman listened to the testimony of Mr. Courtney 
who pointed out what could happen, that the corporation submitting that proposal 
had offered a dollar or $50 or $50,000 for plants 1 and 2 and then $26,800,000 or 
$900,000 for the other plant, it would have been conforming to the technicalities 
set up-——— 

The CuarrMan. Members of the committee—— 

Mr. Cunnincuam. Mr. Chairman, at that point may I ask one question? 

The CuarrMan. Mr. Courtney is going to be here with us all the time. Can’t 
we proceed and take Mr. Courtney a little bit later and get this thing running 
back on the track? 

All right, go ahead. 

Mr. Cunninauam. Mr. Courtney, assuming that your interpretation of the 
meaning of the word ‘“‘shall’’ is correct, that it is only a directive, then under the 
authority granted by Congress to the Commission that it be interpreted as a 
directive, do you consider that the Commission would have the right to accept 
any bid that was not a bona fide bid, that is, to accept, say, $1,000 for each of 
3 plants and in order to get by with the directive? Do you think that was the 
intent of Congress? 

Mr. Courtney. Oh, no. Assuming the $1,000 in the case you put was the 
highest bid of all—— 

(Mr. Cunningham nods.) 

Mr. Courtney. The Commission is enjoined by section 17 to accept the highest 
amount if, in the opinion of the Commission, the highest amount proposed to be 
paid was a bona fide proposal. 

Mr. CunnincHam. What I am getting at, Mr. Courtney: Was there anything 
inequitable in what was done? That is what I am trying to find out. 

Mr. Courtney. Well 

Mr. Cunnincuam. I think that is what this committee wants to know. 

Mr. Courtney. I think 








Mr. Cunninecuam. After all, we are the last arbiter, you say. We can judge 
this under the rules of law, the rules of equity or under our rules. 

Mr. Courtney. That is what Mr. Blalock concedes and what I fully concede: 
That is one point of very substantial agreement. 


UNIVERSITY OF MICHIGAN LIBRARIES 


20 DISAPPROVE SALE OF CERTAIN SYNTHETIC-RUBBER FACILITIES 


CONCLUSION OF THE House ARMED SERVICES COMMITTEE 


Your committee considered the objection of the Minnesota Mining 
& Manufacturing Co., and of Edwin Pauley. 

Minnesota Mining made an offer of $2% million for the copolymer 
plant and in negotiations raised it to $3 million. 

Edwin Pauley, in his own right, offered $4 million for the butadiene 
plant No. 929. 

Thus, for a gross offer of $7 million, Minnesota Mining and Pauley 
expected to receive two plants which are the heart of the production 
= the west coast. Neither expressed any interest in the styrene 

ant. 

The net effects of the proposals are plainly these: 

1. The Commission was asked to sell for $7 million, plants which 
are valued at $10% million. 

2. Shell Chemical Corp. (a nonfabricator of synthetic rubber) 
offered to buy all three plants at $30 million. It declined to bid on 
any one; and it refused to misrepresent its position by allocating even 
so much as $1 to 2 of the 3 plants. 

3. Section 7 (b) (4) of the act provides that the Commission shall 
take into consideration separate amounts allocated to each plant. 
Upon this technicality, these two low bidders contended that the 
Congress could not consider the $30 million proposal of the Shell 
Chemical Corp. and must, perforce, scrap the whole undertaking or 
isolate this sale from the others and thus stand the chance of disrupting 
the overall soundness of the whole disposal program recommended by 
the Commission. 

4. Finally, it seems to be their position that the Government 
should accept less than full fair value for its facilities merely because 
of a technical construction of this statute. 

It is clear that, upon law and upon logic, that the best interests 
of the Government are of prime consideration. No group of bidders 
should be permitted, by technical objections, to impair the program 
of the Commission nor defeat the intention of the Congress. 

For the foregoing reasons, the committee, by a vote of 28 to 4, 
recommends that the resolution do not pass. 
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MINORITY REPORT 


Regarding House Resolution 171, a resolution that the House does 
not approve the proposed sale to Shell Chemical Co. of certain syn- 
thetic rubber facilities in Los Angeles County, Calif., as recommended 
by the Rubber Producing Facilities Disposal Commission report. 

The undersigned, all being members of the House Armed Services 
Committee, submitted the following statement in support of House 
Resolution 171, the text of which herewith follows: 


{H. Res. No. 171, 84th Cong., Ist sess.] 
RESOLUTION 


Whereas the Rubber Producing Facilities Disposal Act of 1953, Public Law 
205, Eighty-third Congress, provided for the disposal of the Government-owned 
rubber-producing facilities, pursuant to the provisions of said Act; and 

Whereas in the recommended sale of the butadiene manufacturing facility at 
Torrance, California, Plancor 963; the styrene manufacturing facility at Los 
Angeles, California, Plancor 929; and the synthetic rubber (GR-S) facility at 
Los Angeles, California, Plancor 611, the Rubber Producing Facilities Disposal 
Commission has not conformed to the provisions and procedures established by 
the said Act; and 

Whereas the said purported sale by the Rubber Producing Facilities Disposal 
Commission was in violation of the provisions and procedures established and 
required by Public Law 205, Eighty-third Congress; and 

Whereas section 23 (a) of the Rubber Producing Facilities Disposal Act of 
1953 provides for the introduction of this form of resolution: Now, therefore, 
be it 

Resolved, That the House does not favor the sale of the butadiene manufacturing 
facility at Torrance, California, Plancor 963; the styrene manufacturing facility 
at Los Angeles, California, Plancor 929; and the synthetic rubber (GR-S) facility 
at Los Angeles, California, Plancor 611, as recommended in the report of the 
Rubber Producing Facilities Disposal Commission. 

In support of House Resolution 171, the undersigned say: __ 

That the proposed sale by the Rubber Producing Facilities Disposal 
Commission as set forth in its report, for $30 million, now under 
consideration, was not made in accordance with Public Law 205, 83d 
Congress, chapter 338, Ist session, H. R. 5728; said Public Law 205 
being an act to authorize the disposal of the Government-owned 
rubber-producing facilities, and for other purposes. This was the 
act whereby three persons appointed by the President were estab- 
lished as the Rubber Producing Facilities Disposal Commission. 

Among other provisions, said law, under section 7 (a), provided: 

Sec. 7. (a) The Commission shall invite, upon adequate notice and advertise- 
ment, proposals for the purchase of the Government-owned rubber-producing 
facilities, hereafter referred to as the “‘facilities.”” The period for the receipt of 
proposals shall be determined and publicly announced by the Commission, and in 
no event shall be less than six months after the first day on which proposals may 
be received pursuant to the advertisement. The advertisement shall be in such 
form, contain such specifications and reservations, and be published in such manner 
as the Commission in its discretion determines will best effectuate the purposes 
of this Act. All data concerning such facilities which in the judgment of the 
Commission may be reasonably required for the submission of a bona fide pro- 
posal shall be furnished by the Commission upon request by any prospective 
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purchaser unless the Commission has reason to believe that such prospective 
purchaser has not identified his principal, or is not financially responsible, or is 
a poor security risk. 


Section 7 (b) provided: 


(b) Proposals shall be in writing, and shall contain, among other things— 

(1) identification of the person in whose behalf the proposal is submitted, 
including the business affiliation of such person; 

(2) the facility or facilities which are proposed to be purchased, and the 
order of preference if more than one facility is proposed to be purchased; or 
the order of preference if proposals are submitted on more than one facility, 
if only one facility is proposed to be purchased; ; 

(3) the arrangements or plans, if any, formal or informal, for the supply of 
feedstock to, and the disposition of the end products of, the respective facilities 
proposed to be purchased; 

(4) the amount proposed to be paid for each of the facilities, and, if such 
amount is not to be paid in cash, then the principal terms of the financing 
arrangement proposed; 

(5) the general terms and conditions which the prospective purchaser of a 
copolymer facility would be willing to accept in order to make the end 
product of such facility available for sale to small business enterprises, and 
the general terms and conditions which the prospective purchaser of a buta- 
diene or styrene facility would be willing to accept in order to make the end 
peat of such facility available for sale to purchasers of copolymer facilities; 
an 

(6) such other information as the Commission in its notice and advertise- 
ment for proposals shall require be set forth in proposals including the pros- 
pective purchaser’s acceptance of the terms, conditions, restrictions, and 
reservations contained in subsection (h) of this section, and the interest rate 
to be charged on the purchase-money mortgage referred to in subsection (e) 
of this section 


It is subdivision 4 of section 7 (b) which the minority claims was 
not complied with by the Disposal Commission. For, said Commis- 
sion proposed to award the 3 plants or facilities in the Los Angeles 
area to the Shell Chemical Co. without requiring from said Shell 
Chemical Co. a bid for each of said 3 facilities. This requirement 
in subdivision 4, that the bidders must submit to the Disposal Com- 
mission ‘‘the amount proposed to be paid for each of the facilities” is 
a mandatory requirement of Public Law 205 and must be complied 
with. The Disposal Commission had no authority to award any sale 
in contravention of the requirements of subdivision 4 and had no 
authority to use any discretion as to whether or not the expressed 
requirement that bidders submit “the amount proposed to be paid 
for each of the facilities should be weighed by the Commission.” 

But the fact is that said Shell Chemical Co., in making its first bid 
of $27 million, and in standing on its final negotiated bid of $30 million 
for said three plants or facilities in Los Angeles County, refused and 
“declined” to comply with the requirements of Public Law 205 in 
section 7 (a) and (b) and subdivision 4 as will clearly appear on page 
157 of the Supplemental Report of said Disposal Commission wherein 
hs bid of the Shell Chemical Corp., dated May 26, 1954, recited as 
ollows: 


The aggregate amount we propose to pay for Plancors 611, 929, and 963, 
together is $27,000,000 (Twenty-Seven Million Dollars). 

We do not state the amounts we propose to pay for any of the facilities on an 
individual basis as we do not propose to purchase individual facilities 

And, it is frankly admitted by both the Disposal Commission and 
said bidder that no amount was submitted to said Commission 
“proposed to be bid for each of the facilities.” Furthermore, the said 
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Dis Commission, on page 28, of its report clearly stated that said 
bidder, Shell Chemical Co., “declined to submit a proposal or bid for 
each of the facilities.” Thus they clearly showed that said Disposal 
Commission asked and expressly requested of said bidder that it 
submit a proposal setting forth ‘the amount proposed to be paid for 
each of the facilities” (in accordance with subdivision 4, sec. 7 (b) 
of said Public Law 205). 

The Disposal Commission itself, in its Instructions and Information 
in Connection With the Sale of the Government-Owned Rubber- 
Producing Facilities, Offered for Sale and To Be Sold in Accordance 
With the Rubber Producing Facilities Disposal Act of 1953, Public 
Law 205, 83d Congress, Ist session, filed with Congress January 25, 
1955, in its release No. 1, dated November 25, 1953, expressly recog- 
nized that “the amount proposed to be paid for each of its facilities”’ 
was a mandatory requirement by Congress in Public Law 205, covering 
the functioning and duties and responsibilities of said Disposal Com- 
mission. The Disposal Commission in its release said: 

Proposals shall state the amount proposed to be paid for each of the facilities. 
Where a proposal contemplates acquisition of several facilities for integrated 
operation, it shall state separately the aggregate amount proposed to be paid for 
such faci ities on such an integrated basis, and the amount otherwise proposed 
to be paid for each of the facilities in question on an individual basis. 

And not only did said Disposal Commission thus initially recognize 
that it was bound by the intent of Congress as set forth in Public 
Law 205 to require “the amount proposed to be bid for each of the 
facilities,” but in its release No. 2, entitled “Supplemental instructions 
amending and modifying instructions and information set forth in 
release No. 1 issued by the Commission under date of November 25, 
1953,” dated March 16, 1954, said Commission again recognized 
that the provisions of said subdivision 4 were mandatory, and again 
expressly set forth in this release No. 2 the following language, to wit: 

Proposals shall state the amount proposed to be paid for each of the facilities 
Where a proposal contemplates acquisition of several facilities for integrated 
operation, it shall state separately the aggregate amount proposed to be paid for 
such facilities on such an integrated basis, and the amount otherwise proposed 
to be paid for each of the facilities in question on an indisidual basis. 

Thus again, said Commission not only recognized that it was obli- 
gated to only receive bids which “set forth” the “amount proposed 
to be paid for each of the facilities,” but said Disposal Commission 
expressly notified all prospective or possible bidders or interested 
parties that “proposals shall set forth the amount proposed to be 
paid for each of the facilities,” as one of the absolute requirements 
of all proposals which any bidder proposed to submit to it. Nor, as 
far as the minority has been able rey 8 was this mandatory provision 
that the amount proposed to be paid for each of the facilities was 
ever deleted from any releases or public statement by said Disposal 
Commission in writing, or ever officially deleted. 

On the other hand, the minority does not find any place in any of 
the releases of said Disposal Commission where it ever directly or 
indirectly gave notice of its intention to remove or disregard said 
mandatory provision that ‘(proposals shall state the amount proposed 
to be paid for each of the facilities.” Furthermore, in the report to 
Congress of the Disposal Commission, in exhibit C on page 17A, being 
“Report dated March 15, 1954, addressed to the Senate Banking 
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and Currency Committee and to the House Armed Services Com- 
mittee,” said Disposal Commission, in paragraph 8, subdivision c, 
advised both the Senate committee and the House committee, amongst 
other things, as follows: 

That the spirit and intent of the law, as developed in committee hearings and 
debate in both Houses of Congress be followed. 

The minority finds no statement or representation in any report or 
communication by said Disposal Commission to Congress, or other- 
wise, wherein said Disposal Commission, until it made its alleged 
sale to Shell, ever contended it need not comply with said subdivi- 
sion 4 of section 7 and neglect to require said Shell Chemical Corp, 
to also include “the amount proposed to be paid for each of the 
facilities.” ; ; 

The great body of American law is that the word “shall” when used 
in public laws, as contradistinct from the word “may” is mandatory 
and the face of the statute itself and all the facts and circumstances 
surrounding the program of disposal of these valuable Government- 
owned rubber-producing facilities clearly shows that it was the express 
intent of Congress that, amongst other mandatory requirements to 
be strictly complied with by said Disposal Commission, said sub- 
division 4 was one of the mandatory requirements, and which require- 
ment Congress intended must be strictly complied with and adhered 
to by said Disposal Commission in any purported disposal. 

Some of the cases on this point are as follows: 

In Vaughan v. John C. Winston Co. (83 F. 2d, 370, 372 (10 Cir. 1936)), the 
court said, ‘‘Whether a statutory requirement is mandatory in the sense that 
failure to comply therewith vitiates the action taken, or directory, can only be 
determined by ascertaining the legislative intent. If a requirement is so 
essential a part of the plan that the legislative intent would be frustrated by a 
noncompliance, then it is mandatory. But if the requirement is a detail of 
procedure which does not go to the substance of the thing done, then it is directory, 
and noncompliance does not invalidate the act.”’ 

In Ballou v. Kemp (92 F. 2d, 556, 558 (D. C. Cir. 1937)), the court 
said: 

The word “shall” in its ordinary sense is imperative. When the word “shall” 
is used in a statute, and a right or benefit to any one depends upon giving it an 
imperative construction, then that word is to be regarded as peremptory. But 
the intent of the act controls, and when the spirit and purpose of the act require 
the word “‘shall’”’ to be construed as permissive it will be done * * *, 

The United States Supreme Court in Escoe v. Zerbst (295 U.S. 490, 
494 (1934)) has stated: 

Statutes are not directory when to put them in that category would result in 
serious impairment of the public or the private interest that they were intended 
to protect. 

In a recent case before the United States Supreme Court such a 
combination of usage was held to compel the conclusion that the word 
“shall” was used in a mandatory sense. The Court said: 

The word “shall” is ordinarily “the language of command.” Esco v. Zerbst 
(295 U. S. 490, 493). And when the same rule uses both “may” and “shall’’ the 
normal inference is that each is used in its usual sense—the one not being per- 
missive, the other mandatory. See United States v. Thoman (156 U. 8. 353, 360), 
Anderson v. Yunskau (329 U. 8. 482 (1947)). 

If it is contended that it was not mandatory on the part of the 
Disposal Commission to require “the amount proposed to be paid for 
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each of the facilities” as set forth in said subdivision 4, then in spite 
of the remainder of the requirements of Public Law 205 to be per- 
formed by said Disposal Commission, and calling your attention to 
section 7 (a), on page 2 of Public Law 205, could not the words “shall 
be” therein set forth, and also set forth in other sections of said Public 
Law 205, be legally construed as discretionary and not mandatory? 
For instance, can it be soundly and legally contended that the “shall 
be” requirements in section 7 (a) could all, or any of them, be con- 
strued as discretionary by the Commission and could section 7 (b) of 
Public Law 205, which states “proposals shall be in writing and shall 
contain amongst other things’ be construed as less than mandatory? 
Furthermore, it has not been contended by the Disposal Commission 
nor by counsel for the Armed Services Committee that any other por- 
tion of said section 7 (a) or (b) of said Public Law 205, excepting only 
in case of the purported Shell sale, was the one sale in which they had 
the right to exercise their discretion and refuse and neglect to comply 
with the mandatory provisions of said subdivision 4, section 7 (b), 
which required the Commission to obtain “the amount proposed to 
be paid for each of the facilities.” 

Also, Public Law 205 contains many statements that the said 
Disposal Commission “may” do this or do that. For instance in sub- 
division (e) of section 7 on page 3 of said Public Law 205, it provides: 

Payment of the purchase price may be made in part by a first lien purchase- 
money mortgage, in an amount not to exceed 75 percent of the purchase price. 
The terms of any such mortgage obligation, to be determined by negotiation, 


shall provide among other things for a maturity of not more than 10 years, periodic 
amortization, and a uniform interest rate of not less than 3 percent per annum. 


And, in subdivision (f) of the same section, it provides as follows: 


Promptly after the termination of the period for the receipt of proposals, 
pursuant to subsection (a) of this section, and for such period thereafter not less 
than 7 months as may be determined and publicly announced by the Com- 
mission, it shall negotiate with those submitting proposals for the purpose of enter- 
ing into definitive contracts of sale. 

It must be noted that in this section (f) the words “may” and 
“shall” are both used. Is it contended the two words “shall negotiate’’ 
permit the Commission to have discretion? Clearly the intent of 
Congress was, and is, that said subdivision 4 was and still is a manda- 
tory requirement. 

Furthermore, neither the Commission nor legal counsel for the 
Armed Services Committee has met the presumption of law which 
according to Court decisions is present in statutes where the word 
“shall” is used. For instance, to wit: Louisville & N. R..Co. v. 
Hammer (236 S. W. 2d 971, 973 (Tenn. 19—)); Jersey City v. Depart- 
ment of Civil Service (76 A. 2d 830, 835 (N. J. 19—)) (presumption is 
that “shall” in a statute is used in mandatory and directory sense); 
Potter v. Ritchardson (230 S. W. 2d 672, 675 (No. 19—)) (‘“‘shall’”’ is 





mandatory); State ex rel Boone County Coal Corp. v. Davis (56s. e. 2d 
907, 913 (W. Va. 19—)) (same); Swift v. Smith (209 P. 2d 609 (Colo. 
19—)) (presumption is that “shall”? when used in statute is mandatory); 
Yale v. Messenger (168 N. W. 281, 283 (Ia. 19—)) (ordinarily, “shall” 
in statute is presumed to be mandatory); Elmer v. Commissioner of 
Insurance (23 N. E. 2d 95, 97 (Mass. 19—)) (“shall” in statute 
commonly mandatory and inconsistent with idea of discretion). 
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Therefore, it was and is additionally incumbent upon said Disposal 
Commission to show facts and circumstances surrounding said pur- 
ported sale to Shell to overcome the presumption of law that the 
word “shall” in Public Law 205 is mandatory. This continuing 
burden they did not assume. 

Distinguished counsel, Mr. Courtney of the legal staff of the Armed 
Services Committee, in his written opinion to the distinguished chair- 
man of the Armed Services Committee, and upon which opinion the 
distinguished chairman apparently relied, amongst other things, said: 

It is to be noted that the legislative intent of this section is stated in House 

Report 593, accompanying Public Law 205. That report states that subsection 
(4) of section 7 (b) is “‘mechanical in nature.” 
But, Committee Counsel Courtney could also have noted that on 
page 8 of the Report of the Armed Services Committee of June 17, 
1954, Authorizing the Disposal of the Government-Owned Rubber- 
Producing Facilities, and for Other Purposes (to accompany H. R. 
5728), the said page 8 said: 

Paragraph 3 of subsection 7 (b) is of extreme importance to both the Commis- 
sion and the bidder for it is on the basis of the information contained in this 
requirement that the Commission will be able to determine the competitive 
pattern that will be established in the industry. 

So, said Armed Services Committee expressly recognized that said 
section 7 (b) is more than just “mechanical in nature” and that under 
it “the bidder” as well as the Commission is entitled to a strict com- 
pliance with Public Law 205. Also on page 7 of said committee 
report, said committee said as to section 7 (a), amongst other things, 
as follows: 

This subsection also gives the bidder the right to request information concern- 
ing the facilities upon which he proposes to bid. 

There again Congress intended to give the bidder substantial rights 
and “protection” in requiring that said subdivision 4 should be 
strictly complied with. 

Also, Counsel Courtney’s opinion to the distinguished chairman on 
page 4 thereof, where he said: 

Section 7 (b) (4), it is well settled, is directory and not mandatory upon the 
authorities cited. It is a “‘procedural! detail,’’ ‘mechanical in nature,”’ “‘not going 
to the substance of the thing to be done.”’ This section is for the guidance of 
public officials and the protection of the Government and grants no rights to 
private citizens— 
could also have directed the chairman’s attention to the fact that on 
page 9 of the Armed Services Committee Report, dated June 17, 1953, 
the committee states: 

Paragraph 4 of subsection 7 (b) is mechanical in nature and requires the bidder 
to indicate the amount proposed to be paid for each of the facilities and the 
manner in which the facilities will be financed. 

So again the intent of Congress was a mandatory requirement that 
“each of the facilities’ should be bid for and that even though said 
paragraph 4 “is mechanical in nature’’ there is in said subdivision 4 
a mandatory requirement which “requires the bidder to indicate the 
amount proposed to be paid for each of the facilities.’ So then 
wherein iia Courtney’s observation in paragraph 1 on page 4 of 


his opinion to the distinguished chairman said, “By no stretch of the 
imagination is any prospective bidder ‘granted any rights’ in the act,” 
he was in error. 
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The clear fact is that by the terms of Public Law 205 itself, accom- 
panied by the committee report of June 17, 1953, as above noted, the 
committee expressly said: 

This is a protection for the Government as well as the bidder. 


And, the committee also expressly declared on page 8 that “the 
bidder” had express rights. 

It is compelling in support of the minority’s exception to this 
purported Shell sale that Shell was the only successful bidder who 
declined and refused to follow the express provisions of Public Law 
205 with especial reference to setting forth the “amount proposed to 
be paid for each of the facilities.”’ It is crystal clear that all of the 
other successful bidders and all of the other legal counsel for all of 
the successful bidders understood and placed the same interpretation 
upon Public Law 205 and the instructions of the Disposal Commission 
with reference to bidding as is contended for by the minority herein. 
And, it is axiomatic that a strict compliance and maintenance of 
competitive bidding procedures as set forth in public statutes is not 
only in the public interest but it is also in the interest of protectin. 
the rights of the bidders, but that a strict compliance with such 
statutory bidding procedures and requirements is paramount to the 
receiving and obtaining by governmental agencies of any pecuniary 
or dollar advantage in the disposal of property publicly owned or 
otherwise. 

It should be noted, as contained in the Disposal Commission’s 
Report on page 19 thereof, that: 

The copolymer plant at Los Angeles drew proposals from Standard Oil Co. of 
California, Minnesota Mining & Manufacturing Eo, Midland Rubber Corp. with 
Edwin W. Pauley, the Dow Chemical Co., and National Lead Co., in addition to 
the suecessful bidder, Shell Chemical Corp. 

From the face of the proceedings of the committee and from the 
testimony of the Disposal Commission president before the Armed 
Services Committee, and from the testimony of Disposal Commission 
officials before the Senate recently, it is crystal clear that said Disposal 
Commission continued to recognize the mandatory requirements of 
subdivision 4 and the express intent and comment of Congress, and 
tried to obtain a bid on each of the three plants or facilities from Shell 
but that Shell refused so to do. For, the report of the Disposal 
Commission on page 28 says: 

At the same time there were three proposals for the west coast copolymer 

plant, including the package bid of Shell Chemical Corp., amounting to $30 
million for the styrene plant, the butadiene plant at Torrance, Calif., and the 
copolymer plant. Shell stated at the outset that its interest was only in the 
acquisition of all three plants for integrated operation. 
In fact, the Commission asked the cooperation and “help” of Shell 
as bidder to enable the Commission to comply with subdivision 4, 
as will appear from the following question-and-answer period that 
took place between President McCurdy of Shell and Committee 
Member Doyle, as revealed in the transcript of testimony. 

Mr. Dore. Now, your first bid, then, was in a one-package deal? 

Mr. McCourpy. Yes, sir. 

Mr. Dorie. And then the Commission called you in; did it not? 

Mr. McCurpy. They did. 


sat Dorie, And what did the Commission tell you about your one-package 
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Mr. McCurpy. They asked us to break our bid down. I believe that the Com- 
mission thought that we had indeed formed this bid by adding up three numbers 
and they said in effect: “Look, tell us what these numbers are,” and we suid, 
“There are no numbers.”” They didn’t believe me, I am quite sure. 

Mr. Doris. Well, the document showed there were no numbers, didn’t it, on 
its face? The Commission had your bid before it. It showed that there were no 
figures except a total bid; didn’t it? 

Mr. McCurpy. It did; that is right. 

Mr. Dorie. You mean, then, when the Commission called you in, they hadn’t 
noticed that; is that correct? 

Mr. McCurpy. Of course they noticed it. They wanted me to break it down. 

Mr. Doy te. Well, did you break it down? 

Mr. McCurpy. No. 

Mr. Dorie. They told you, then, that they wanted you to break it down. 
They told you why; didn’t they? 

Mr. McCurpy. Yes. 

Mr. Dorie. What did they tell you? 

Mr. McCurpy. They told me it would be helpful if these figures could be 
broken down, and as I say, I think that they thought that the figures would mean 
something. 

Mr. Doyue. Well, they not only told you it would be helpful if you would 
break the figures down, but they told you that is what the law required, didn’t 
they, and they showed you the section of the law? 

Mr. McCurpy. No, I don’t believe that that is correct. 

Mr. Doyie. Well, they told you, though; didn’t they? 

Mr. McCurpy. They told me that it would be helpful, but on the understanding 
that the figures would mean something. 

Mr. Doyte. Well, did they tell you why it would be helpful? 

Mr. McCurpy. I don’t remember that they told me why. 

Mr. Doyte. You don’t remember? 

Mr. McCurpy. No. 

Mr. Doyte. Well, that was the issue, wasn’t it, for which you went to conference 
with them? 

Mr. McCorpy. It could only be helpful, sir. if the figures had a meaning. 

Mr. Doyte. You understand my question? Why did they tell you it 
would be helpful to their problem for you to break down the bid? 

Mr. McCurpy. Because I feel that they thought that I had made the bid by 
adding up three figures, and they wanted to know what those figures were. 

Mr. Doyte. I don’t make my question clear, apparently. I am not asking you 
what they thought. I am asking you what they told you. Why did they tell you 
it would be helpful for them to break down your bid? 

Mr. McCurpy. I don’t know, actually, that they did tell me it would be helpful. 
They just asked me to break it down. 

Mr. Doyte. A minute ago you said they told you it would be helpful. 

Mr. McCurpy. Well, this 

Mr. Dorie. Why 

Mr. McCurpy. This went on almost a year ago, sir, and I don’t remember. I 
had no idea that this would come about at that time. 

Mr. Dorie. Now—well, when they called you into conference, then, the first 
time, was that on the subject only of your breaking down your bid? 

Mr. McCurpy. Oh,no. They called us in and they got a great deal of informa- 
tion on costs and all sorts of data on the running of the plants. : 

Mr. Doyte. Well, did they talk with you on the first occasion about raising 
your bid, the one-package bid? 

Mr. McCurpy. On raising the bid? No. 

Mr. Dorie. Well, when did they talk with you about raising your bid to $30 
million from $27 million? 

Mr. McCurpy. Why did they? 

Mr. Doyrte. When did they? 

Mr. McCurpy. When? As I recall, it was about the latter part of October. 

Mr. Doyte. October of last year? 

Mr. McCourpy. Yes. 

Mr. Doyte. Had you offered to raise it to $30 million from $27 million before 
they called you in and asked you if you would raise it? 

Mr. McCurpy. No. 

Mr. Dorie What did they tell you the reason was why they wanted you to 
raise your bid to $30 million? : me 

Mr. McCurpy. They told me that if I would raise my bid to $30 million, | 
would have met their target of full fair value. 
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If the purported sale of the 3 plants or facilities in Los Angeles 
County to Shell Chemical is disapproved by Congress seid 3 
plants will not be the only rubber facilities (including the copolymer 
plants) not sold by the Commission. See page 39 of the report to 
Congress by the Disposal Commission. It shows other plants and 
facilities not sold by the Commission, to wit: 
the copolymer plants at Institute, W. Va., and Bavtown, Tex., the alcohol buta- 
diene plant at Louisville, Ky., and certain miscellaneous equipment owned by 
= Government and located in the plant of Davison Chemical Co., Baltimore, 

Furthermore, Congress in Public Law 205 anticipated that it was 
to be reasonably expected that all of said rubber facilities might not 
be sold or disposed of by this present Commission or under terms of 
Public Law 295 for it expressly provided for such contingency in sec- 
tion 8 (a) and section 20, which were designed by Congress to protect 
the public interest as well as the interest of private industry in ac- 
quiring such plants or facilities; also in protecting private industry 
which would purchase under Public Law 205. 

The mandatory provisions of Public Law 205, such as the mandatory 
provisions of all of section 7 (a) (b) were inspected by and complied 
with as necessary requirements of all bidders excepting only Shell. 

The mandatory “shall’’ provisions, such as subdivision 4, were put 
into the act for a definite purpose. They were not put there by acci- 
dent nor less than absolute and necessary requirements and are 
mandatory. The whole text of Public Law 205 as clear as crystal 
shows that, under no circumstances, was the Disposal Commission 
to operate under less than in accordance with these mandatory “shall” 
provisions. Congress’ intent was scrupulously specific in setting 
forth the mandatory provisions for the sale of all or any of these 
rubber plants or facilities. These mandatory requirements were fair 
but continued as mandatory throughout the operations of the Dispesal 
Commission. They had no discretion as to the “shall” mandatory 
requirements. 

tf Congress had intended that the Disposal Commission could 
accept a bid as legal for a group of facilities in an aggregate amount 
without requiring a bid on “‘each facility” as required in paragraph 4, 
section 7 (b), Congress could easily have said so, but neither the sub- 
committee of the House Armed Services Committee nor the full Com- 
mittee of Armed Services used any such language either in its hearings 
or in the bili as prepared by the subcommittee and approved by the 
full committee and finally adopted by Congress. It would have been 
a simple matter for the committee, in preparation of the bill, to have 
inserted another subsection after paragraph 4, section 7 (b) or to have 
added to that same subsection 4 a provision that a “package bid”’ 
would be received by the Disposal Commission, if a bidder proposed 
to buy all of the plants and facilities in an area, such as appeared in the 
final Shell bid, which was raised from $27 million to $30 million. 

Even if Shell’s bid was finally the highest in the aggregate for the 
three plants and facilities, if Shell had been required to comply with 
the mandatory provisions of the statute, it might then have broken 
down its bid so it would not have bid the highest on “each of these 
facilities.” It might even be that Shell would still have maintained 
its position to not bid and to “decline to bid” on each of the facilities. 
In this case, the Commission would have had to refuse to entertain 
any bid from Shell. 
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Over and over again in the committee reports and the floor debates 
and the hearings on this legislation, it was frequently pointed out that 
the best and fairest way to obtain “full fair value for each plant” was 
for the mandatory requirement set forth in paragraph 4 to be complied 
with, to wit: “a bidder for each facility.” It appears from the testi- 
mony that it is likely that it was understood in the industry that a 
plant might possibly be sold for “less than the highest price bid”; but 
it does not appear anywhere that it was in compliance with the law 
and intent of Conia that these three plants could be sold to Shell, 
or anyone else, without knowing the highest price bid for it. Yet, this 
is what the Commission proposes to do for Shell Chemical Corp. 
There is a clear disadvantage to the Government by Shell’s declining to 
specify an amount for each plant. Had the Commission had Shell 
comply with the statutes and Shell had broken down its bid for each 
“facility” the Commission then could have had a basis for negotiating 
Shell to a price even higher than Shell ultimately offered. Likewise, 
the Commission would then have been in a firmer position to deal with 
other bidders, if Shell for any reason should prove to disqualify. 

Moreover, other bidders may well have been placed at an unfair 
disadvantage by Shell’s lump-sum bid. Since the Commission could 
not be certain which bid was highest on any of the three plants, a 
bidder who, if the lump-sum bid had been allocated, would have been 
highest on one plant may have been pressed by the Commission to 
increase his bid. This would be patently unfair since the pressure for 
increases should properly have been exerted on the low bidders. 

This is proven by the discussion before the Senate committee in 
charge of the bill presided over by Senator Capehart, as follows: 

Mr. Jounson of Colorado. I wish to ask whether all the plants other than the 
three alcohol butadiene plants, will be sold in a single package, or whether they 
will be sold plant by plant, on bids on a plant-by-plant basis. 

Mr. Capenart. They will be sold on the basis of plant-by-plant proposals; and 
the sales will be made plant by plant. (99 Cong. Rec. 9380 (1953).) 

Wherein it was suggested by the Disposal Commission and counsel 
for the committee’s argument that the three plants Shell sought 
should be regarded as one “facility,” and thus Shell’s bid complied 
with section 7 (b) (4). The plain fact is that proposals were sought 
by the Commission on the three plants as separate entities. Indeed 
the Chairman of the Disposal Commission has squarely stated that the 
three plants were always regarded as separate facilities. It is also 
noteworthy that each plant in the past has been and is currently 
operated by a different company. 

Wherein it has been suggested that Shell did in fact specify an 
amount for each plant and the amount was zero, it is difficult to com- 
prehend how anyone could advance such a contention seriously. If, 
in fact, Shell had bid zero on each plant, its bid would have been so 
clearly not bona fide as to warrant summary rejection. The zero bid 
argument is merely playing with words in an effort to reach a pre- 
determined result. Brushing aside legalistic word games, it is clear 
that Shell must have had a definite amount in mind for each plant 
subject to the condition that it would be able to purchase all three. 
Ls Hacer difficulty can one produce $30 million by adding 3 zeros 
together. 

nder the rubber plant disposal legislation, Congress has the power 
to approve or disapprove any cabticalat sale. It is thus in the unique 
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position of judging whether the law was followed. No court will 
ever pass on this question. In effect, Congress is a court of last resort 
and the question before it is a simple one. The question is, Keepin 
in mind the background of this legislation, can Congress in good fait 
condone a bidder’s noncompliance with the procedure so carefully set 
forth in the act? We submit the answer is “No.” 

It is unthinkable that any one company should be given preference 
over others by not being required to adhere strictly to the law. Such 
a notion is absolutely foreign to our basic philosophy of government. 
The law applies to all equally and meticulous observance of the law 
is required of all equally. Surely, no one would dispute these ele- 
mentary principles. Unless, we, as lawmakers, give living proof of 
the dignity and solemnity of our laws, how can we expect those for 
whom we legislate to abide by them or respect us? 

If it be contended, for any reason, that if the Shell sale should be 
disapproved by Congress then some of the other successful bidders 
might withdraw their offers, thus thereby indicating the possibility 
that the whole disposal program might at this time fail, the minority 
frankly states that if all or any of the other successful bidders should 
thus act it might well be an indication that the whole proposed dis- 
posal program should at this time be tabled by Congress. 

In this connection, it should be clearly understood that the three 
plants involved in the sale to Shell are not related in any material 
sense to any of the other plants being disposed of either as a market 
or souree of supply. There is no reason whatsoever to expect that 
any other bidder will withdraw its offer. 

The 3 plants will not remain idle for 3 years because there is nothing 
to prevent Congress from immediately extending the statutory period 
to allow prompt rebidding on them just as Congress proposes to do in 
the case of the Baytown, Tex., plant. 

Furthermore, all of the successful bidders appeared before the 
House Armed Services Committee, at the invitation of the distin- 
guished committee chairman, and testified in support of their respec- 
tive offers to purchase as reported by the Disposal Commission. Not 
a single one of them, in any manner whatsoever, indicated, by writing 
or by word of mouth or any other ‘way, that they or any of them 
would withdraw their offers to purchase, as accepted by the Com- 
mission, even though the purported Shell purchase was disapproved. 

All of them were personally present in the committee hearing 
room when the attorneys and representatives of the other bidders for 
the Los Angeles County plants were testifying before the Armed 
Services Committee and they claimed that the Shell transaction with 
the Disposal Commission was not in accordance with Public Law 205. 

The following colloquy also appears at pages 490 and 491 of the 
record, to wit: 

Senator Capenart. It would not have cost you a penny more to have stated 
some price on each of the three. 

Mr. McCurpy. No, but I am going to show you why it would have been 
against my conscience if I could. 

Mite Carenart. Is it always against your conscience to comply with the 


Mr. McCurpy. We did comply with the law. Now, I know you want to know 
why. Any number of people have asked me in the last 3 days, ‘“‘Why in the 
name of everything didn’t you just put three figures on this thing and stop all 
this business?” Well, the reason that we did not do that was because those 


UNIVERSITY OF MICHIGAN LIBRARIES 





32 DISAPPROVE SALE OF CERTAIN SYNTHETIC-RUBBER FACILITIES 


figures would have been empty and misleading. Those figures, had I done it, 
would have had to have been set arbitrarily. We did not calculate figures for 
these three plants and then add them up. We figured the whole thing out as 
one piece. 

Senator Caprnart. But the rules and regulations and the law said that you 
must bid on each individual plant. 

Mr. McCurpy. Well, Senator Capehart, our legal counsel do not believe that. 
Those for the Commission do not believe that, and those for the Comptroller 
General do not believe that. 

Senator Carenart. I was the author of the bill and I believe it I so gave 
my word on the floor of the United States Senate. Now, I do not mind telling 
you right now that was my understanding then and it is my understanding now. 

Mr. McCurpy. But you seid, did you not, Senator Capehart, that they were 
going to be sold plant by plant? 

Senator Capenarr. Yes. 

Mr. McCurpy. Well, this is one plant. 

Senator Capenart. Now, that is the question. If you prove to me—— 

Senator Dovetas. Mr. MeCurdy——— 

Senator CapenArtT. If you can prove that to me—— 

Senator Dovetas. Mr. Pettibone testified here that there was no question but 
what they were different plants. You heard Mr. Pettibone testify to that effect— 
thet they were separste plants. The record will show they are separate. 


Page 502, record: 


Senator Capenart. Thet does not hurt anybody’s conscience. 

Mr. McCurpy. No, but in my opinion—and I am sure we will all agree— 
denstionelizing the industry is a lot more intricate problem than selling something 
off. The intricacies of this problem in one of its most difficult cases caused us to 
come to this solution. I would really have been in a spot if my conscience had 
told me that I could not put those figures down and our lawyers had told me that 
Thedto. Then I really would have beenina pickle. I would have had to choose 
between my conscience and my desire to bid, and that would not be fun. 

Senator Carpgenarr. This conscience of yours is not quite clear to me. You 
were willing to psy $30 million for the three plants, but you had a conscience against 
saving, ‘“‘Well, the physical value of this one is $17 million; the physical value of 
this one is $12 million; the physical value of this one is $10 million; but I withdraw 
my bids for all 3 unless you sell me all 3.” 


Another position and claim of the minority herein is as follows: 

1. Convenience of the Commission or its desire to close its program 
of sale and disposal, was not sufficient to overcome the mandatory 
requirements and intent of Congress. 

2. Yet, the Chairman, Mr. Pettibone, in his testimony before the 
Armed Services Committee, on page 584 of the transcript of the 
hearings, said: 


Here the Commission found itself in mid-December uncertain whether there 
would be any program we could recommend to Congress. Some bidders were not 
bidding high enough. One matter seemed very clear to the Commission—a pro- 
gram which would put four California facilities in standby would not be acceptable 
to either the Commission or the Congress. 

It is then no accident that our first sales contract was signed with Shell. And 
that was not until December 16. The final date for signing was December 27. 
Contracts with the Big Four were signed on the following dates: 


ee UE RSet HEELS TE TS vote, SESE See grec Dec. 17. 
Tn RR en Dec. 17. 
COCR OIE e is ok ok oe oe Ss a ae Dec. 22. 
WIRMNENON (5 pe Shh cts ee OG Dec. 22. 
Standard of California__._......_.-.__- Signed on Dec. 27, the last day. 


In view of the Chairman’s testimony as to the final dates for the 
Commission to act and make report to Congress, together with the 
fact that Shell continued to “decline” to make a bid on “‘each of the 
facilities” as required by subdivision 4, but instead apparently raised 
its bid from $24 million to $30 million on December 16, according to 
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Chairman Pettibone of the Commission, and in view of the fact that 
none of the contracts with the Big Four were signed with the Com- 
mission until after the Shell raised its bid to $30 million and was 
awarded the bid, it is sincerely believed and respectfully urged by the 
minority that the convenience of the Commission and its desire to 
close its program with a favorable and substantial showing of success 
in obtaining a substantial return, were reasonably part of the deter- 
mining factors which entered into the Commission abandoning its 
former position consistently maintained—even with Shell—that a 
separate bid was required on each of the facilities according to the 
law. 

And, finally, the minority claims that the making of a few million 
dollars’ additional profit or gain on the sale of public property is not 
any justification whatsoever for there to be nonconformance by a 
government agency or commission from established statutory law 
in the disposal of public-owned property. Therefore, granting that 
Shell was the highest bidder, and granting all that the Commission 
reports as facts, the position of the minority herein is that there are 
no facts or circumstances set forth in this proposed Shell sale which 
justify the departure from the clear-as-crystal terms of mandatory stat- 
utes and for the departure from the clear intent of the Congress in 
order to obtain a maximum amount of pecuniary return and in order 
to close and conclude the disposal program by this Disposal Com- 
mission. It should be noted that the Commission had previously 
announced in writing and advertisement that bids “will be received 
until May 27 of this year” and “period of negotiation with the bidders 
ending December 27, 1954,” and “no later than January 27, 1955, the 
Commission must submit its recommendations to Congress.” 
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DEPARTMENTS OF LABOR, AND HEALTH, EDUCATION, 
AND WELFARE, AND RELATED AGENCIES APPROPRI- 
ATION BILL, 1956 





Marcu 18, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Focarry, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 5046] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Departments of Labor, and Health, Education, and Welfare, the 
National Labor Relations Board, the National Mediation Board 
including the National Railroad Adjustment Board, the Railroad 
Retirement Board, the Federal Mediation and Conciliation Service, 
the Interstate Commission on the Potomac River Basin, and the 
United States Soldiers’ Home. 

The budget estimates forming the primary bases of consideration 
by the Committee will be found in the budget for 1956 on the following 
pages: 

Pages 


Ng BRS eee ee oe ee 856 to 875, inclusive 
Department of Health, Education, and Welfare. -_.-.-.-- 658 to 727, oe 
National Labor Relations Board_..........------------ 135 to 136, es 
National Mediation Board_............-_...-_-------- 137 to 138, ” 
Railroad Retirement Board_._........--.------------- 140 to 142,“ 
Federal Mediation and Conciliation Service............. 117 to 119, " 
Interstate Commission on the Potomac River Basin_....- 129 

United States Soldiers’ Home._............-.---------- 634 to 635, “¢ 
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The detailed tabulation at the end of this report reflects each amount 
included in the bill for 1956, the corresponding budget estimate, and 
the amounts available for the fiscal year 1955, with appropriate 
comparisons. 

All 1955 appropriation statistics, used in this report, include the 
applicable amounts carried in the Second Supplemental Appropriation 
Bill, 1955. 


SuMMARY OF ESTIMATES AND APPROPRIATIONS 


The following table compares, on a summary basis, the appropria- 
tions for 1955, the requests for 1956 and the amounts carried in the bill: 





} 


Bill for 1956 compared 
with— 


Appropria Budget esti- 








Department or agency tions. 1955 | mates, 1956 Bil} for 1956 | | = 
Appropria- | Budget esti- 
| tions, 1955 mates, 1956 
Department of Labor... _.......| $392, 805,000 | $470, 116.000 | $417, 792,900 +$24, 987.900 |—$52, 323, 100 
Department of Health, Educa | } 
tion, and Welfare 2, 026, 176,075 |1, 949, 465, 861 |1, 907, 403,361 —118, 772,714 | —42, 062, 500 
National Labor Relations Board.; —_—8, 400,000 | 8, 150,000 | ~——-8, 000, 000 —400,000 |  —150,000 
National Mediation Board... -- | 1,220,500} 1,187,000 | 1, 187,000 —33, 500 |........ ca 
Railroad Retirement Board.....| [6, 364,000}) —[6, 100, 000) | {6, 100, 000) {—264, 000] | [.........-..] 
Federal Mediation and Concilia- 
tion Service... nl 3. 134, 000 3, 220, 000 —o- t § eee —86, 000 
Interstate Commission on the | 
Potomac River Basin.......-- 5, 000 10, 000 §, 000 |... —5, 000 


U. 8. Soldiers Home............- 15,134,000}! 4, 210,000}| —{4, 400, 000} |" [=734, 000] | [+-190, 000] 





ON ith Scdciccdecsicnuad 12, 431, 740, 575 |2, 432, 148, 861 '2, 337, 522, 261 | —94, 218, 314 | 94, 626, 600 


| 





The above summary comparison of the bill with the budget requests, 
gives a somewhat misleading impression of the Committee’s action on 
the requests, in that the totals include the item of $1,400,000,000, 
almost exactly 60 percent of the bill, for grants to States for public 
assistance. Under the mathematical formulas set forth in the basic 
Social Security legislation, the cost of this program is virtually beyond 
administrative control. The Committee has, therefore, included in 
the bill the full amount of the request. A clearer concept of the 
Committee’s action is thus obtained by subtracting the $1 ,400,000,000 
item from both the total requests and the total of the bill. On this 
basis the requests totaled $1,032,148,861 which was reduced to 
$937 522,261 by the Committee—a reduction of $94,626,600 or almost 
10 percent. 

Civit DEFENSE 


The Committee has disapproved all requests, from both Depart- 
ments, for Civil Defense and Defense Mobilization activities. It is 
the Committee’s firm belief that the scattering of the basic program 
authorities through the Executive Branch, and the piecemeal con- 
sideration of appropriations for these activities by the Legislative 
Branch can result only in confusion and waste of public funds. It 
would appear that the only businesslike way to handle this matter 
would be for the central agency, charged with the primary respon- 
sibility, to prepare and present to the Congress a total, integrated 
program. The Committee will expect the Civil Defense Adminis- 
tration and the Office of Defense Mobilization each to present such a 
program in time for the appropriate action during this session of 
Congress; 
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DEPARTMENT OF LABOR 
OFFICE OF THE SECRETARY 


Salaries and expenses.—The bill includes $1,527,000, a reduction of 
$473,000 from the total request under this head, and an increase 
of $200,000 over the appropriation for 1955. The 1956 Budget for the 
Office of the Secretary was submitted in two parts. One was the regu- 
lar salaries and expenses item for which $1,527,000 was requested. 
The other item was for manpower mobilization, civil defense, and pro- 
moting employment of older workers, for which $473,000 was re- 
quested. ‘This would have been a new item in this bill. 

In considering the appropriation to recommend for the Office of the 
Secretary, the committee merged the two requesis. The increase of 
$200,000 recommended in the bill is to provide a staff to “develop and 
coordinate a program on the skills of the work force’, for which 
$40,000 was requested, and to conduct a program aimed at promoting 
employment of the older worker, for which $173,000 was requested. 
The Committee has disallowed approximately $300,000 for civil de- 
fense activities and defense manpower mobilization activities, in ac- 
cordance with Committee policy set forth above. The remainder of 
the disallowed portion of the request was for several small items and 
an increase of $100,000 for international labor affairs. The amount of 
funds needed for this activity has been a perennial source of disagree- 
ment between the Department and this Committee over a considerable 
period of time. It is the intention of the Committee to have one or 
more of its members and its staff make a personal and thorough study 
of this program before hearings are held on the next annual budget 
request. 

OFFICE OF THE SOLICITOR 


Salaries and expenses.—The bill includes $1,467,900, a reduction of 
$32,100 from the request, and an increase of $17,900 above the 
appropriation for 1955. The increase is allowed for the purpose of 
strengthening the enforcement of labor standards provisions in 
statutes applicable to Federal construction. 


BUREAU OF LABOR STANDARDS 


Salaries and expenses.—The bill includes $817,500, a reduction of 
$42,500 from the request, and an increase of $82,500 above the appro- 
priation for 1955. The increase is composed of $40,000 for additional 
work in connection with the program aimed at improvement in 
workmen’s compensation standards and $42,500 for the work of the 
President’s Committee on National Employ the Physically Handi- 
capped Week. The increase will bring to $130,000 the total amount 
available for the President’s committee. 


BUREAU OF VETERANS’ REEMPLOYMENT RIGHTS 


Salaries and expenses.—The bill includes $346,000, a reduction of 
$46,000 from the request and an increase of $46,000 above the appro- 
priation for 1955. 
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BUREAU OF APPRENTICESHIP 


Salaries and expenses.—The bill includes $3,150,000, a reduction of 
$50,000 from the request, and an increase of $50,000 above the 
appropriation for 1955. The $100,000 increase requested for this 
activity was entirely for the Washington office. It is the belief of 
the Committee that it is the field offices, rather the Washington office, 
that need strengthening and therefore directs that all of the increase 
be utilized for an improvement of the field services. 


BUREAU OF EMPLOYMENT SECURITY 


Salaries and expenses.—The bill includes $4,942,500, a reduction of 
$157,500 from the request, and an increase of $150,000 above the 
appropriation for 1955 The increase is primarily to provide some 
additional staff necessary as a result of new legislation passed in the 
last session of Congress and to enable the Bureau to carry, on a full 
year basis, the employees provided for a portion of 1955 by the 
supplemental appropriation of $87,500 included in The Supplemental! 
Appropriation Act, 1955. 

Grants to Staies for unemployment compensation and employment 
service administration.—The bill includes $250,000,000, a reduction of 
$280,000 from the request and an increase of $20,500,000 above the 
appropriation for 1955. The bill includes a contingency fund of 
$20,000,000 which can be used only to cover increased costs, above 
those provided for by the budget, which may result from increases 
in the number of claims, additional workload resulting from changes 
in State law, or increases in salaries resulting from changes in State 
salary compensation plans. Thus the base amount provided in the 
bill is $230,000,000 which would be available for allocation to the 
States on the basis of the workload estimates presented to Congress. 
It is estimated that the States will obligate approximately $225 ,000,000 
during the 1955 fiscal year. The recommended base appropriation, 
therefore, is an increase of $5,000,000, which is to cover increased 
costs resulting in large part from new legislation passed during the last 
Congress. The contingency fund of $20,000,000 should provide for 
any additional expenses which may result from the three factors men- 
tioned above but which cannot be foreseen at the present time. 

In the early days of this program, the State agency heads created 
an organization known as the Interstate Conference of Employment 
Security Agencies. Costs incident to this organization’s activities 
are financed from this appropriation. The purposes of the organiza- 
tion are basically to facilitate the exchange of information, bring 
about better interstate understanding and cooperation, and to make 
it easier for the States to collaborate with the Federal officials on 
common problems. The Committee has no quarrel with these pur- 
poses. However, the Committee’s attention is, from time to time, 
called to alleged lobbying and other activities, the travel and other 
incidental costs of which, could not properly be charged to this, or 
any other, Federal appropriation. The Committee hopes that the 
Department will do more than has been evident in the recent past to 
protect this appropriation from such improper use. It is requested 
that the Department furnish the Committee, by May 30, 1955, with 
a statement for each State, showing each trip to a point outside the 
State, made during the calendar year 1954 by any State official, 
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except for official conferences called by the Bureau of Employment 
Security, the expenses of which were charged to funds from this 
appropriation. This statement should show the out-of-State point 
or points to which the travel was performed, the date of departure 
and return, the total amount charged to these funds for expenses 
incurred during the trip, and a brief statement regarding the purpose 
or purposes of the trip. The Committee requests that, hereafter, 
such a statement be submitted, by January 31 of each year, covering 
the immediately preceeding calendar year. 

Unemployment Compensation for Veterans.—The bill includes $120,- 
000,000, a reduction of $30,000,000 from the request, and $6,000,000 
from the appropriation for 1955. It is recognized that, if the amount 
appropriated in this bill is not sufficient to pay all eligible veterans, a 
supplemental appropriation will have to be made; however, from the 
statistics available at the time of the hearings it seemed obvious that 
the 1955 appropriation of $126,000,000 is going to be more than 
sufficient to pay all 1955 claims and that the request for 1956 was 
considerably in excess of the amount of valid claims that can be 
expected unless economic conditions change considerably. 

Unemployment compensation for Federal employees.—The bill includes 
$20,000,000, reduction of $20,000,000 from the request and an increase 
of $10,000,000 over the appropriation for 1955. This program started 
on January 1, 1955, thus the $10,000,000 appropriated for fiscal year 
1955 provides for only six months’ operations. On the basis of the 
information submitted to the Committee it did not appear that any 
appropriation in excess of a sufficient amount to annualize the appro- 
priation for 1955 is justifiable. 

Salaries and expenses, Mexican Farm Labor Program.—The bill 
includes $1,035,000, a reduction of $137,000 from the request and 
$721,000 from the appropriation for 1955. The amount recommended 
in the bill includes $935,000 for the operation of the program through 
December 31, 1956, when the current legislative authorization expires, 
and $100,000 to be held in reserve and used to liquidate the program 
in case no legislation is enacted to extend it, or to be merged with 
funds which will subsequently be appropriated for the last six months 
of the fiscal year if the program is extended. The amount allowed 
for operations during the first six months of the fiscal year 1956, is 
onda te the total of the obligations for the first six months of the 
fiscal year 1955. It is the Committee’s belief that any small increases 
in costs due to recruiting all laborers from the interior of Mexico, 
rather than recruiting a portion of the laborers at the border, can be 
absorbed by some reduction in compliance activities. 





BUREAU OF EMPLOYEES’ COMPENSATION 


Salaries and expenses.—The bill includes $2,147,000, a reduction of 
$110,000 from the request, and an increase of $117,000 above the 
appropriation for 1955. It is the intention of the Committee that all 
of the increase be used for expansion of the claims investigation staff. 


BUREAU OF LABOR STATISTICS 


Salaries and expenses.—The bill includes $5,850,000, a reduction of 
$995,000 from the request, and an increase of $500,000 over the 
appropriation for 1955. The Committee is convinced that both labor 
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and management, in fact, the nation as a whole, would benefit by 
some expansion in the activities of this Bureau. There does not appear 
to be sufficient justification for the unusually large increase of over 
25% which was requested. The increase of $500,000 includes $200,000 
for ‘improving and filling gaps in factual data on employment, hours, 
and earnings’; $200,000 for ‘information on the labor force and 
unemployment, and on the characteristics of the unemployed in 
selected areas’; and $100,000 to bring up to date the Occupational 
Outlook Handbook. 
WOMEN’S BUREAU 


Salaries and erpenses.—The bill includes $348,000, the amount 
requested, and the same amount as was appropriated for 1955. 


WAGE AND HOUR DIVISION 


Salaries and erpenses.—The bill includes $6,162,000, the amount 
requested, and an increase of $45,500 over the amount appropriated 
for 1955. The increase allowed is to cover the cost of two additional 
industry committees to be used in the wage order program for Puerto 
Rico and the Virgin Islands. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
RETARDED CHILDREN 


A great and a growing problem in this country is the problem of the 
mentally retarded children. It is estimated that there are from three 
to five million American children who fall in this category, yet the 
problem has gone almost unnoticed by the leaders in education and 
in medical research. So little attention has been paid to the prob- 
lem that we have only the haziest notion of what percentage of the 
unfortunate children, of at least equally unfortunate parents, could 
be helped medically and through educational techniques fitting their 
needs, so that they could lead useful and satisfying lives. We have 
an equally hazy notion of the causes of the problem—how much is 
due to brain injury, how much is due to effect of environment, to 
heredity, ete. 

Since this is a combination of a medical problem and an educational 
problem, this Department is the logical place for the much needed 
research to be done. Since the primary difficulty at the base of the 
problem is either a disorder of the brain, or the mental processes, or 
both, it also seems logical that the first effort should be made to solve 
the medical problems involved. With this in mind the Committee 
has recommended an increase of $500,000 in the budget for the Na- 
tional Institute of Neurological Diseases and Blindness and an in- 
crease of $250,000 for the National Mental Health Institute, to start 
a research program in this field. While the Committee has not ear- 
marked any funds for the Office of Education, it has been rather gen- 
erous in its allowance for that Office’s salaries and expenses and will 
expect sufficient work to be done, on the educational phase of this 
problem, to enable the Office to present a real program at the time 
of the hearings on the budget request for 1957. 
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AMERICAN PRINTING HOUSE FOR THE BLIND 


Education of the blind.—The bill includes $224,000, the amount of 
the request, and an increase of $19,000 over the appropriation for 
1955. The increase is based on a slight increase in the estimated 
number of blind children to benefit from this appropriation. It does 
not provide for any increase in the per capita allotment of approxi- 
mately $30 for these children. 


FOOD AND DRUG ADMINISTRATION 


Salaries and exrpenses.—The bill includes $5,484,000, the amount of 
the Budget request, and an increase of $384,000 above the appropria- 
tion for 1955. It is the desire of the Committee that the increase 
allowed be utilized solely for activities aimed at protecting the Amer- 
ican public from products that are filthy or endanger health, and for 
better enforcement of the oleomargarine laws. 


FREEDMEN’S HOSPITAL 


Salaries and expenses.—The bill includes $2,880,000, the amount of 
the request, and the same amount as was appropriated for 1955. 


GALLAUDET COLLEGE 


Salaries and expenses.—The bill includes $539,000, the amount of 
the request, and an increase of $129,000 above the appropriation 
for 1955. This is the only college in the world maintained exclusively 
for deaf students. The Committee feels that it is most regrettable 
that sufficient funds have never been appropriated to enable the 
college to maintain the minimum scholastic standards necessary 
for accreditation. The budget for 1956 was aimed at accomplishing 
this end. The Committee was assured that the amount requested 
for salaries and expenses is the minimum amount necessary to provide 
the staff needed to meet requirements under the standards set up by 
the Middle States Association of Secondary Schools and Colleges. 

Construction.—The bill includes $2,225,000, the amount of the 
request, and $1,966,000 above the appropriation for 1955. In last 
year’s report the Committee directed the Department to have a 
construction program for the college ready to present to the Com- 
mittee when hearings were held on the Budget for 1956. The condi- 
tion of the physical plant, as well as the deficiencies in staff, has been a 
reason for disapproval of the college’s application for accreditation. 
The amount recommended in the bill will be sufficient for the first 
stage of the program which in total will cost an estimated $8,646,000. 
The amount for 1956 will be to build a girls’ dormitory and a building 
for physical education and related activities, the heating plant, laun- 
dry, and shop. 

HOWARD UNIVERSITY 


Salaries and expenses.—The bill includes $2,766,000, a reduction of 
$234,000 from the request, and an increase of $46,000 over the amount 
appropriated for 1955. The increase is for the purpose of meeting the 
budgeted cost of increases in salaries of existing positions. The en- 
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rollment of the college is estimated to be approximately the same dur- 
ing 1955 and 1956 as it was during 1954. This follows a period of 
several years during which there was a steady decrease in enrollment. 
Inasmuch as the appropriation for 1955 permitted an expansion of 
staff, the Committee believes that any small increases needed in specific 
areas in 1956 can be taken care of by internal adjustments without 
endangering the scholastic standing of the school. 

Plans ond specifications. —The Committee has denied the request for 
$150,000 to prepare plans and specifications for additional construc- 
tion. During the past several years construction projects totaling 
about $25,000,000 have been approved. Some of these projects are 
still in the planning stage. The Committee did not feel that there was 
sufficient justification for the appropriation of additional funds to plan 
a further expansion of the building program. 

Construction.—The bill contains four construction items totaling 
$2,130,600. The amounts included in the bill are exactly the same as 
those requested. With the exception of $122,000 all funds are for the 
liquidation of contract authority granted in previous appropriation 
acts. The amount of $122,000 is allowed for a telephone conduit 
neta which the local telephone company has practically demanded 
if they are to continue servicing the telephone lines. The status of the 
entire construction program is set forth in some detail in the tables on 
pages 130 and 131 of the hearings. 


OFFICE OF EDUCATION 


Promotion and further development of Vocational Education.—The bill 
includes $23,673,261, the amount of the request, and the same amount 
as was appropriated for 1955. 

Further endowment of colleges of agriculture and the mechanic arts.— 
The bill includes $2,501,500, the amount of the request, and the same 
amount as the appropriation for 1955. 

Salaries and expenses.—The bill includes $3,050,000, an increase of 
$50,000 above the request and $150,000 above the appropriation for 
1955. 

The Office of Education always enjoyed a degree of autonomy 
within the Federal Security Agency, and when the Federal Security 
Agency was given departmental status as the Department of Health, 
Education and Welfare, the Congress was assured that it would not 
result in any change in the status of the Office of Education. In 
transmitting to the Congress, Reorganization Plan No. 1 of 1953, the 
President stated ‘“The plan at the same time assures that the Office 
of Education and the Public Health Service retain the profession 
and substantive responsibilities vested by law in those agencies or 
in their heads.’’ This was further emphasized by the House Report 
on the Joint Resolution which approved the reorganization plan. 
That report stated “ * * * the plan safeguards the status of the 
constituent units of the Department, particularly the Public Health 
Service and the Office of Education. It does not transfer from those 
agencies any professional or substantive functions vested in them by 
law, or provide for any such transfer.” 

There seems to be an attempt now to depart from the policy of 
lodging in the Commissioner of Education’s office, the Federal respon- 
sibilities with regard to education. For the first time in an annual 
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budget, the 1956 budget for the Department includes requests, totaling 
$520,000, for the White House Conference on Education, Cooperative 
Research in Education, and a National Advisory Committee on 
Education. Each of these is a separate item from salaries and 
expenses of the Office of Education, and the National Advisory 
Committee on Education does not even fall under the overall head 
“Office of Education.”” The Commissioner of Education is only an 
ex officio member, and a non-voting member, on the National Adviso 
Committee on Education; or rather he will be if the Committee is 
actually set up. At the time of the hearings no members had been 
appointed. 

In the opinion of the Committee this spreading of the activities and 
functions of the Federal Government in the field of education can only 
lead to a further deterioration of the standing of the Office of Educa- 
tion in this country. The Committee feels very strongly that we ought 
to have an Office of Education that is effective, and one that the educa- 
tional authorities all over the country would have pride in and would 
look to for leadership and for assistance in their problems. The Com- 
mittee has therefore allowed no funds for the items ‘Cooperative 
Research in Education” and ‘National Advisory Committee on Edu- 
cation’; has allowed $100,000 to complete the work of the “White 
House Conference on Education’; and has allowed a small increase, 
over the budget request, for the salaries and expenses of the Office of 
Education. 

Payments to School Districts —The bill includes $65,000,000, the 
amount of the request, and $10,000,000 less than the amount appro- 
priated for 1955. The amount recommended is estimated by the 
Department to be sufficient to cover 100 percent of entitlements under 
existing legislation. 

Assistance for School Construction.—The bill includes $24,000,000, 
the amount of the request, and $94,500,000 below the amount appro- 
priated for 1955. The amount recommended plus the amount carried 
in the Second Supplemental Appropriation Bill for 1955, including the 
reappropriation of unexpended balances of previous appropriations, 
will make an estimated grand total of $94,000,000 available for the 
current program which expires on June 30, 1956. This amount is 
estimated by the Department to be sufficient to cover all entitlements 
authorized by existing legislation. 

White House Conference on Education.—The bill includes $100,000, 
a reduction of $100,000 from the request and $800,000 from the 
appropriation for 1955. These funds are to cover the major portion 
of the 1956 cost of preparing for the White House Conference, to be 
held in November 1955, and preparing the report of that conference. 
The committee will expect that this work be closely coordinated with 
the regular activities carried under the salaries and expenses appro- 
priation of the Office of Education, and that staff payrolled under 
that appropriation assist in these activities if the amount provided 
proves insufficient to carry them out with maximum effectiveness. 
The committee does not expect to approve any additional funds for 
this activity either for this fiscal year or for 1957. 

Cooperative Research in Education.—As explained above under the 
heading “Salaries and expenses,’ the committee has disallowed the 
request for $200,000. 
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OFFICE OF VOCATIONAL REHABILITATION 


Grants to States and other agencies.—The bill includes $32,500,000, 
a reduction of $6,500,000 from the request, and an increase of 
$5,500,000 above the appropriation for 1955. The Committee has 
allowed $2,500,000, the same amount as was appropriated for 1955, 
for the new features of this program, namely, extension and improve- 
ment projects under section 3 and special projects under section 4. 
All of the increase allowed is for vocational rehabilitation services 
under section 2, which is basically an extension of the activities which 
have heretofore been carried out under the old Vocational Rehabilita- 
tion Act. This will make $30,000,000 available for this activity as 
compared with $24,500,000 available for 1955. In addition, special 
language has been included in the bill to permit the allocation to the 
States, of section 2 funds, to be made on the basis of $32,500,000. 
This will permit a greater allocation, than would otherwise be possible, 
to those States that are in a position to proceed with a larger program. 

The Committee is in thorough sympathy with the objectiv es of this 
aby ito and agrees with the Department that these activities should 

e expanded, however, it is the Committee’s opinion that the expan- 
sion which was proposed was so great for one year that the funds 
would not be wisely expended and the program might well be done 
more harm than good. 

Training and traineeships.—The bill includes $1,800,000, a reduction 
of $550,000 from the request, and an increase of $900,000 above the 
appropriation for 1955. The appropriation of $900,000 made for 1955 
came too late to be used for the first semester of the 1954-1955 school 
year. The amount recommended in the bill is sufficient to carry this 
activity forward at the same level in 1956 as will prevail for the last 
school semester falling in fiscal year 1955. 

Salaries and expenses.—The bill includes $1,000,000, a reduction of 
$223,000 from the request, and an increase of $165,000 above the 
appropriation for 1955. The Supplemental Appropriation Act, 1955 
included $200,000 to cover the added administrative expenses incident 
to the expansion of the Vocational Rehabilitation program under the 
1954 amendments. These funds provided for a gradual expansion of 
the staff as new employees could be hired during the current fiscal 
year. The amount allowed for 1956 will provide sufficient funds to 
continue all of these employees on a full year basis and for an addi- 
tional small expansion of the staff. 


PUBLIC HEALTH SERVICE 


Assistance to States, general.—The bill includes $12,000,000, a reduc- 
tion of $1,660,000 from the request, and $1,000,000 from the appropria- 
tion for 1955. It is the intention of the Committee that the reduction 
be applied against grants to States for which $9,725,000 of the total 
request was budgeted. 

enereal diseases.—The bill includes $3,500,000, an increase of 
$500,000 above the request and $500,000 above the appropriation for 
1955. In past years when this appropriation was much larger than it 
is now, the committee has recommended rather substantial decreases. 
Statistics which show that the incidence of these diseases has actually 
increased in many States during the past year, indicate that this appro- 
priation has been reduced to an extent not warranted by the circum- 
stances. The committee is therefore recommending a small increase 
for next fiscal year. 
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Tuberculosis.—The bill includes $6,000,000, the amount requested, 
and the same as the amount appropriated for 1955. 

Communicable diseases. —The bill includes $4,400,000, the amount of 
the budget request and an increase of $100,000 above the amount 
appropriated for 1955. It was testified that less than $100,000 of the 
funds available for the current fiscal year are being expended for work 
in connection with the rabies problem which is becoming increasingly 
important in many areas of the country. While no increase in this 
activity was budgeted for 1956, it is the intention of the Committee 
that not less than $50,000 of the increase recommended in the bill, 
be used exclusively for work in this field. 

Sanitary engineering activities—The bill includes $3,500,000, a re- 
duction of $318,000 from the request and $65,000 from the appropri- 
ation for 1955. These figures, however, are misleading since included 
in the appropriation for 1955 was $270,000 for completing the fourth 
floor of the Robert A. Taft Sanitary Engineering Center at Cincinnati, 
Ohio, and $537,500 for occupational health activities transferred to 
another appropriation. Taking into consideration all adjustments, 
the 1955 obligations, for activities which will be carried on under this 
appropriation in 1956, are estimated to total $2,756,500. The amount 
recommended is therefore $743,500 above the amount available for the 
same activities in 1955. All of this increase is for research in con- 
nection with air pollution control and water pollution control and the 
basic laboratory facilities and activities related thereto. The major 
item disallowed was a request for an increase of $145,000 for enforce- 
ment of the Water Pollution Control Act. The Committee would 
have looked with favor on such a request were it not for the fact that 
the Act is, in the final analysis, almost unenforceable. 

Buildings and facilities, Cincinnati, Ohio.—The bill contains 
$415,000 the amount of the budget estimate. The Committee is of 
the definite opinion that there has either been very poor planning in 
connection with this building or that information concerning the cost 
of constructing the building has been withheld from the Committee. 
The apparent facts, however, are that in addition to the funds previous 
appropriated to complete the building, plus the $270,000 added to the 
salaries and expenses item for this purpose in 1955, there is still needed 
a total of $415,000 to put the building in condition for maximum 
usefulness. ‘The Committee sees no reasonable alternative but to 
recommend the appropriation of these funds. 

Disease and sanitation investigations and control, Territory of 
Alaska.—The bill includes $1,125,000, the amount of the request 
and the same as the amount appropriated for 1955. 

Grants, water pollution control—The committee eliminated the pro- 
posed appropriation of $1,000,000 for grants to States for water 
pollution control activities. The committee recognizes the importance 
of this work but a considerable amount of funds are available to the 
Public Health Service, for this purpose. Moreover, the committee is 
impressed with the need of enforceable legislation in this field, and will 
be ready to review the program and the need for funds when such 
legislation is provided. 

Grants for hospital construction.—The bill includes $96,000,000, a 
reduction of $29,000,000 from the request, and the same as the amount 
appropriated for 1955. The request for $125,000,000 included 
$65,000,000 for the old Hill-Burton features of the act and $60,000,000 
for the new features added by the amendments of 1954. The latter 
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includes (1) diagnostic or treatment centers, (2) hospitals for the 
chronically ill and impaired, (3) rehabilitation facilities and, (4) nurs- 
ing homes. The budget request was a reduction of $10,000,000 in the 
Hill-Burton features of the program and an increase of $39,000,000 for 
the four new types of construction set forth above. The amount 
recommended in the bill includes $75,000,000 for the Hill-Burton 
brag of the program and $21,000,000 for the 4 new types of facilities. 

hus the sum recommended includes the same amount for each section 
of the amended act as was appropriated for 1955. 

At the time of the hearings on this budget no funds had yet been 
obligated for any of the four new categories of facilities for which 
assistance is available under the 1954 amendments. From the testi- 
mony and the statistics presented to the Committee it appeared that a 
substantial portion of the funds available for these purposes in 1955 
would not be utilized by June 30. and therefore would carry over to be 
available in fiscal year 1956. Thus, while there is no increase in the 
funds appropriated, there will be a considerable increase in the funds 
actually available for 1956 if the recommendation of the Committee 
is enacted. 

Salaries and expenses, Hospital Construction Services —The bill 
includes $1,100,000, a reduction of $300,000 from the request and the 
same as the amount appropriated for 1955. <A large item of expense 
in 1955 is the personnel necessary to prepare the regulations under the 
new program and perform the other necessary activities of getting the 
new program started. Since this expense is largely nonrecurring, the 
amount allowed will provide for some increase in the other activities 
of this office in 1956. 

Hospitals and medical care.-—The bill includes $34,026,000, a reduc- 
tion of $352,000 from the request, and an increase of $1,026,000 above 
the amount appropriated for 1955. The major item for which an 
increase has been allowed is the conversion of employees, previously 
classified under the schedule “crafts, custodial, and protective’’, to 
wage board schedules. This is required by law and is estimated to 
result in increased costs of over $800,000. According to testimony 
and information presented to the Committee, it was not planned to 
close any hospital in 1956. The Committee wished to further assure 
this by allowing in full for this sizeable and practically uncontrollable 
added cost. The amount allowed will also provide for a considerable 
expansion of the studies conducted by this division concerning the 
development and coordination of nursing resources. The Committce 
approves the increase of $160,000 requested for this purpose. 

Foreign Quarantine Service-—The bill includes $2,950,000, a reduc- 
tion of $50,000 from the request and an increase of $50,000 over the 
amount appropriated for 1955. 

Indian health activities —The bill includes $33,840,000, an increase 
of $250,000 over the request and $9,665,253 over the amount available 
for this purpose in 1955. 

Health services for Indians have been provided os the Federal 
Government for over a hundred years; but in spite of this fact the 
American Indian is still the victim of an appalling amount of sickness. 
The health facilities are either non-existent in some areas, or, for the 
most part, obsolescent and in need of repair; personnel housing 1s 
lacking or inadequate; and workloads have been such as to test the 
patience and pars ria AT of professional staff. This all points to a 


gross lack of resources equal to the present load of sickness and 
accumulated neglect. 
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Difficult and severe as the problem may be, it can and must be 
solved, but it cannot be done with timidity. The need and the 
measures necessary to meet that need, must be fully ascertained. The 
Committee is, therefore, of the opinion that a careful comprehensive 
evaluation of the Indian health problem is in order, so as to determine: 
What is required to bring Indian health to an acceptable level? How 
long will it take? What is the best estimate of costs? 

he Committee has added $250,000 to the appropriation and the 
Surgeon General is directed to have such a survey made and report 
not later than October 1956. A preliminary report should be made 
not later than October 1955 setting forth the most pressing needs for 
alterations, repairs, replacements or additions to hospitals, other 
health facilities, and housing used in connection with the Indian 
health activities. 

The final report should include as well a review of the social and 
economic resources available for Indian health purposes, and recom- 
mend the social and economic aims to be pursued in order to expedite 
an orderly integration of Indian and non-Indian health services at 
State and Federal levels. 

The Committee has included in the bill authority for the Surgeon 
General to transfer a portion of these funds to other appropriations in 
the Public Health Service if necessary to efficiently carry out the 

rogram for 1956, the first year the Service has had this responsibility. 

he Committee trusts that this authority will be used sparingly and 
only when it is clearly necessary for the above-stated purpose. 
onstruction of Indian health facilities —The bill includes $4,750,000, 
an increase of $200,000 over the amount requested and $3,062,433 over 
the amount available for this purpose in 1955. The amount recom- 
mended is for the barest essentials of obviously needed construction. 
The $200,000 increase over the request is provided for planning a 
hospital at Gallup, New Mexico, and for an option on thesite. This is 
a facility that everyone, acquainted with the problem, has known for 
years to be badly needed, and the Committee cannot understand why 
funds were not requested for this purpose. 


NATIONAL INSTITUTES OF HEALTH 


The bill includes $89,138,000, the amount of the request, and 
$7,870,000 above the amount appropriated for 1955. The following 
table sets forth, for each Institute as well as in total, the Commiitee’s 


gee pe compared with the request and the appropriations 
or 1955: 














Reeom- Bill compared with— 
: Appropria- | Estimates. | mended in 
Appropriation item : 
tions. 1955 1956 a tg 1955 appro 1956 
priation estimate: 
Operating expenses.............. $4, 675,000 | $6,399,000 | $5,399,000 | +$724,000 | —$1, 000, 000 
National Cancer Institute....... 21, 737, 000 22, 328, 000 22, 328, 000 +591, 000 |........- 
Mental health activities. ........ 14, 147, 500 17, 501, 000 17, 751,000 | +3, 603, 500 +250, 000 
National Heart Institute. ......- 16, 668,000 | 17,278,000} 17, 278, 000 +610, 000 |........-..... 
Dental health activities.......... 1, 990, 000 2, 136, 000 2, 136, 000 +146, 000 |.........-.-.. 
Arthritis and metabolic disease 
OORT rach bee dakcuacacacnte 8, 270, 000 8, 740, 000 8, 740, 000 Fe. ER 
activities.......... 6, 180, 000 6, 645, 000 6, 645, 000 +465, 000 }.............. 
Neurology and blindness activi- 
tes. 7, 600, 500 8, 111, 000 8, 861,000 | +1, 260, 500 +750, 000 











Total, National Institutes 
of wanecenecenenn| 81,268,000 | 80, 138,000 | 80, 188,000 | +7, 870, 000 | 
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Almost half of the increase recommended is to enable the Institutes 
to carry forward their activities in 1956 at the same level that will be 
attained during 1955 with the increased funds appropriated last year, 
and to carry out the planned expansion to more nearly utilize the full 
capacity of the Clinical Center. The budget request was based on 
activating 425 of the Center’s 500 beds, compared to 373 that will be 
activated by the end of the current fiscal year. 

The remainder of the increase is made up of several items. Under 
“Operating expenses” there is an increase of $625,000 for grants for 
studies in the field of nurse utilization and preparation of nursing 
personnel. There is an increase of $250,000 in Mental health activi- 
ties and $500,000 in Neurology and blindness activities for the research 
program on retarded children. An increase of $250,000 over the 
amount requested is also provided for Neurology and blindness activi- 
ties to activate an additional 26-bed unit in the Clinical Center. At 
the present time this institute has a backlog of 300 patients they would 
like to admit for study and research but cannot because of the lack of 
beds. The bulk of the remaining increase is in the Mental Health 
Institute where an enormous amount of work remains to be done both 
in research and in getting knowledge we already possess into the hands 
of those who can directly utilize it. The importance of this task is 
most graphically illustrated by the fact that approximately one half 
of all the hospital beds in the United States are occupied by mentally 
ill people. 

The request for an increase of $1,000,000 for the inauguration of a 
research grant program on water pollution control has been denied. 
This was nied for two reasons: First, that this is outside the medical 
research field that the Committee feels the Institute’s activities should 
be confined; and, second, that the Committee, in recognition of the 
importance of this problem, has allowed both capital outlay funds and 
a sizeable increase in salaries and expenses funds for the Sanitary Engi- 
neering Center in Cincinnati to conduct research in water pollution 
and means for its control. 

Gorgas Memorial Laboratory—The bill includes $147,000, the 
amount requested and $16,000 above the amount appropriated for 
1955. 

Retired pay of commissioned officers.—The bill includes $1,225,000, 
the amount of the budget request and $84,000 above the amount 
appropriated for 1955. 

Salaries and expenses.—The bill includes $2,762,000, $18,000 below 
the amount requested and $18,000 below the amount appropriated 
for 1955. Since this appropriation was charged for services, esti- 
mated to cost $18,272 in 1955, which will be performed under an- 
other appropriation in 1956, the amount of the recommendation is 
practically the same as the amount available in 1955. The increase 
of $18,000 which would have been available under the budget request 
was for the purpose of establishing a small “inspection unit”’. 


ST. ELIZABETHS HOSPITAL 


Salaries and expenses.—The bill includes $2,510,000, a reduction of 
$17,000 from the request and an increase of $65,000 over the amount 
appropriated for 1955. Since reimbursements, which constitute the 
major source of funds for maintenance and operation of the hospital, 
are ratber directly tied to the Federal appropriation, this reduction 
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will result in a reduction of $70,000 to $80,000 in these reimburse- 
ments. It is not the intention of the Commiti.e that any reduction 
apply against positions budgeted for direct care and treatment of 
patients. However, the Committee was not favorably impressed with 
the need for eight positions in connection with property control in 
1956 compared with two for this activity in 1955, nor does it believe 
that all of the increase requested for maintenance of the buildings 
and grounds is necessary for efficient operations. 

Major repairs and preservation of buildings and grounds.—The bill 
includes $600,000, the amount of the request and a reduction of 
$109,000 from the amount appropriated for 1955. Included in the 
request were funds for the replacement of elevators and rewiring of 
patients buildings for which $163,000 was appropriated in 1954. Of 
this amount, appropriated in 1954, less than $5,000 was obligated 
by the end of the fiscal year when the funds expired for obligation 
purposes. At the time the request for these funds was originally 
made, the Committee was led to believe that these were emergency 
projects for which funds were immediately required for the protection 
of life and property. The fact that a year was allowed to elapse with 
hardly a start on these projects is an indication that the justification 
submitted in connection with the 1954 estimates were false or that 
someone was grossly negligent in carrying out their official duties. 
The committee believes that it is the latter, and has included funds 
in the 1956 bill for these projects. 

Construction, maximum security building.—The bill includes $269,000, 
the amount of the request and $159,000 above the appropriation for 
1955. An appropriation of $110,000 was made to begin plans for this 
building in 1955. The amount included in this bill is sufficient to 
somplete these plans and specifications for a much needed replacement 
of the building used to house the criminally insane. The estimated 
total cost of the building is $7,625,000. It is the Department’s plan 
to request actual construction funds in the Budget for 1957. 


SOCIAL SECURITY ADMINISTRATION 


Salaries and expenses, Bureau of Old-Age and Survivors Insurance. — 
The bill includes $84,000,000, a reduction of $4,000,000 from the 
request and an increase of $4,600,000 over the amount appropriated 
for 1955. This appropriation is made from the Old-Age and Survivors 
Insurance Trust Fund rather than from the general funds of the 
Treasury. The Department requested that language be included in 
the bill to permit the paying of certain special allowances to employees 
contemplated to be moved from Baltimore to Washington, and to 
repeal the so-called Friedel amendment, which is permanent legislation 
prohibiting such a move. In view of the Committee’s action on 
practically the same request last year, and the overwhelming majority 
by which the House passed the Friedel amendment last year, the 
Committee has, of course, denied the requested language. 

_ Construction, Bureau of Old-Age and Survivors Insurance.—The bill 
includes $3,870,000, the amount of the request. This amount, in 
addition to the $20,000,000 made available in 1955, will be sufficient 
to complete construction of this building which will be located in the 
Baltimore area. These funds come from the Old-age and survivors in- 
surance trust fund rather than from the general funds of the Treasury. 
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Grants to States for Publie Assistance.—The bill includes $1,400,- 
000,000, the amount of the budget request and $38,000,000 below the 
amount appropriated for 1955. The amounts paid from this appro- 

riation are determined by mathematical formulas set forth in the 
bene social security legislation and are thus beyond administrative 
control. From the justifications and the testimony, presented to the 
Committee in connection with this request, the Committee is con- 
vinced that the amount requested and included in the bill is much 
more likely to be less than the total amount that will be required for 
fiscal year 1956, than it is to be excessive. 

Salaries and expenses, Bureau of Public Assistance.—The bill includes 
$1,487,500, a reduction of $107,500 from the request and the same as 
the amount appropriated for 1955. All of the increase requested was 
for an intensification of the review and evaluation of State operations. 
There have been very few changes in legislation during the last several 
years which would require changes in the administrative operations 
of this program. It therefore seems to the committee that the need 
for such reviews and evaluation should be lessening rather than 
increasing. 

Salaries and expenses, Children’s Bureau.—The bill includes 
$1,640,000 a reduction of $156,500 from the request and an increase 
of $40,000 over the amount appropriated for 1955. A supplemental 
appropriation of $75,000 was included in The Supplemental Appro- 
priation Act, 1955, for the specific purpose of increased activities in 
the field of juvenile delinquency. Since this appropriation was not 
available until after the beginning of the 1955 fiscal year it was not 
possible to have the increased staff on the payroll for the full year. 
The increase provided in this bill is sufficient to annualize the 1955 
supplemental appropriation. The Committee is convinced that this 
will provide sufficient funds for an effective program at the Federla 
level, where activities in this field should be confined largely to 
coordinating information and offering advice and assistance to the 
States and through them to the local agencies that deal directly with 
the problem. 

Grants to States for maternal and child welfare-—The bill includes 
$30,000,000, the amount of the request, and the same as the amount 
appropriated for 1955. 

Salaries and expenses, Office of the Commissioner.—The bill includes 
$303,000, of which $130,000 would come from the Old-age and sur- 
vivors insurance trust fund, a decrease of $18,000 from the request, 
and an increase of $6,500 over the appropriation for 1955. The 
increase will provide funds for printing a new compilation of social 
security laws, and revising other publications, which is important in 
view of the substantial changes which have recently been enacted in 
Social Security legislation. The funds requested for the “Inspection 
unit”? have not been included in the bill. 


OFFICE OF THE SECRETARY 


Salaries and expenses, Office of the Secretary.—The bill includes 
$1,600,000, of which $200,000 would be transferred from the Old-age 
and survivors insurance trust fund, a decrease of $288,000 from the 
request, and an increase of $266,500 over the amount appropriated for 
1955. There are several comparative transfers in the appropriation 
schedules which must be taken into consideration in comparing the 
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recommendation with the funds available for 1955. Taking into con- 
sideration all of such transfers, as well as the direct appropriation, the 
Secretary’s Office is estimated to have available for fiscal year 1955 a 
total of $1,558,384. Since approximately $35,000, of the funds 
available this year, are for special studies and thus a nonrecurring 
expense, the actual base amount is approximately $1,523,000. Thus, 
on a comparative basis, the amount recommended in the bill is ap- 
proximately $77,000 more than the amount which is available in 
fiscal year 1955. The amount recommended will provide for the 
$33,000 expansion budgeted for the Committee on Aging, and will 
allow the Secretary some leeway for small items of increased expense 
above the base for current operations. The Committee was im- 
pressed with the need for additional work in connection with the 
problems of the aged, and feels that the Department has not gone 
nearly as far in this field as it should. On the other hand, the Com- 
mittee was not at all impressed with the necessity for the very con- 
siderable increases in the fields of program coordination, fiscal manage- 
ment, and administration, and has denied requested increases in these 
fields, 

The Committee has dropped from the bill, the limitation on trans- 
fers to this office on the basis of assurances that none is contemplated. 

Salaries and expenses, Office of Field Administration —The bill 
includes $2,200,000, of which $400,000 would be a transfer from the 
Old-age and survivors insurance trust fund, a decrease of $190,000 
from the request and an increase of $50,000 above the amount appro- 
priated for 1955. The Committee believes that this amount will be 
sufficient for this office to carry out its functions, and will expect the 
current regional offices to be maintained during the fiscal vear 1956. 

Salaries and expenses, Office of the General Counsel_—The bill includes 
$765,000, of which $392,500 would be transferred from the Old-age 
and survivors insurance trust fund and the appropriation “Salaries 
and expenses, certification and inspection services,” which is a decrease 
of $27,500 from the request and an increase of $27,500 above the 
amount appropriated for 1955. 

Surplus property utilization —The bill includes $400,000, the 
amount of the request, and the same as the amount appropriated for 
1955. 

National Advisory Committee on Education.—As explained under 
the head “Salaries and expenses, Office of Education,” the Committee 
has denied the request for $120,000. 

Civil Defense Activities —In accordance with the Committee policy 
set forth in the early part of this report, the request for $1,600,000 
for these activities has been denied. 


NATIONAL LABOR RELATIONS BOARD 


Salaries and expenses.—The bill includes $8,000,000, a reduction of 
$150,000 from the request and $400,000 from the appropriation for 
1955. From the justifications and testimony presented to the Com- 
mittee on this item, it would appear that the amount allowed would 
easily be sufficient to carry out the prospective workload of the Board 
in a satisfactory manner. 
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NATIONAL MEDIATION BOARD 


Salaries and expenses.—The bill includes $435,000, the amount of 
the request, and $9,500 above the amount appropriated for 1955. 

Arbitration and emergency boards.—The bal includes $250,000, the 
amount of the request, and a reduction of $50,000 from the amount 
appropriated for 1955. 


NATIONAL RAILROAD ADJUSTMENT BOARD 


Salaries and expenses.—The bill includes $502,000, the amount of 
the request, and $7,000 above the appropriation for 1955. 


RAILROAD RETIREMENT BOARD 


Salaries and expenses.—The bill includes $6,100,000, the amount of 
the request, and $264,000 below the appropriation for 1955. All 
of these funds come from the Railroad retirement trust fund rather 
than from the general funds of the Treasury. While certain costs of 
operation have increased, and the recent amendments to the Railroad 
Retirement Act and the Social Security Act have increased the work- 
load of the Board, the amount of the request is less than the amount 
which has been appropriated for any fiscal year since 1951. 

While there appears to be increased mechanical efficiency, the hear- 
ing conducted on Feb. 23, raised serious doubts as to the proper 
administration of these trust funds, none of which are derived from 
the Federal Treasury. For example, it was found that an abortive 
attempt was made by the Board Chairman to introduce so-called 
Schedule C classification in all top administrative posts despite the 
universally admitted fact that the Board was designed to function as 
an independent agency free from partisan considerations. It was 
revealed that, over the objection of one member of the Board, an order 
was issued denying all Indians residing within the Navajo reservation 
the right to file claims for unemployment compensation during the 
period July through November 1954. The Committee is of the 
opinion that this blanket order was arbitrary and wholly without 
legal authority. These and other matters cause the Committee to 
wonder if the Chairman is sympathetically disposed toward the im- 
partial administration of funds contributed wholly by railroad em- 
ployers and employees and from which his salary, like all other Board 
employees, is paid. 


FEDERAL MEDIATION AND CONCILIATION SERVICE 


Salaries and expenses.—The bill includes $3,124,000, a reduction of 
$86,000 from the request, and the same amount as was appropriated 
for 1955. 

Boards of inquiry.—The bill includes $10,000, the amount of the 
request, and the same as the amount appropriated for 1955. 


INTERSTATE COMMISSION ON THE POTOMAC RIVER 
BASIN 


Federal contribution.—The bill includes $5,000, a reduction of $5,000 
from the request, and the same as the amount appropriated for 1955. 


cre: 
low 
Sol 


me 
hea 
the 
rec 
wh 
im] 
cau 
of 

mo 
pre 
anc 
tail 
rea 
as 

ing 
spe 
the 
set 








of 


ne 
nt 


of 


of 
il] 
er 
of 
ad 


nt 


100 
05, 





LABOR-HEALTH, EDUCATION, WELFARE APPROPRIATIONS 19 


UNITED STATES SOLDIERS’ HOME 


Maintenance and operation —The bill includes $4,400,000, an in- 
crease of $190,000 above the request, and a reduction of $734,000 be- 
low the appropriation for 1955. All of these funds come out of the 
Soldiers’ Home permanent fund which is made up of contributions from 
members of the Armed Services and court martial fines. During the 
hearings it was determined that the Bureau of the Budget had reduced 
the original request from $4,585,000 to $4,210,000, thus the amount 
recommended in the bill restores approximately half of the reduction 
which was made by the Bureau of the Budget. The Committee was 
impressed with the need for many of the items that were dropped be- 
cause of this reduction, but is leaving to the Board of Commissioners 
of the Home the determination as to-how the additional funds can 
most effectively be utilized, and so has not made a division in the ap- 
propriation language between the amount that is set aside for “plans 
and construction of buildings and facilities”, and other costs of main- 
taining and operating the Home. The Committee thinks there is a 
real need for certain items that would fall in the former category, such 
as preliminary oe for construction of a new domiciliary build- 
ing and hospital building, and if it is the Commissioners’ decision to 
spend a portion of these funds for such purpose, the Committee wants 
them to feel free to do so even though funds have not been specifically 
set aside for that purpose. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 

On page 22 in connection with “Surveys and planning for hospital 
construction”, Department of Health, Education, and Welfare: 

The funds appropriated under this head in The cag ig Appropriation Act, 
1955, shall not remain available for expenditure after December 31, 1956. 

On pages 24 and 25 in connection with “Indian Health Activities’, 
Department of Health, Education, and Welfare: 

Provided, That the Surgeon General is authorized to transfer from this appropriation 
to other appropriations of the Public Health Service such amounts as he may deter- 
mine are required in such appropriations for Indian health activities. 

On page 26 in connection with ‘National Institutes of Health, 
operating expenses’, Department of Health, Education, and Welfare: 
Provided further, That the Surgeon General is authorized, upon recommendation of the 
National Advisory Health Council, to donate or release to a university, hospital, or 
other nonprofit organization any right, title, claim, or interest of the United States with 
respect to research and related equipment and other tangible property under the jurisdic- 
tion of the Service and acquired by such institutions prior to December 1946 pursuant 
to its contract with the United States through the Office of Scientific Research and 
Development. 

On page 30 in connection with “Construction, Bureau of Old-Age 


and Survivors Insurance’, Department of Health, Education, and 
Welfare: 


Provided, That any funds derived from the default of the bond for construction of 
access roads in connection with the pees of such land shall be available for 
expenditure to construct such access roads. 
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s4rn CoNcress \ HOUSE OF REPRESENTATIVES Report 
Ist Session No. 229 





FOREIGN SERVICE ACT AMENDMENTS OF 1955 





Marcu 18, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ricuarps, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


[To accompany H. R. 4941) 


The Committee on Foreign Affairs, to whom was referred the bill 
(H. R. 4941) to amend the Foreign Service Act of 1946, as amended, 
and for other purposes, having considered the same, report favorably 
and unanimously thereon without amendment and recommend that 
the bill do pass. 

INTRODUCTION 


This bill is the first major overhaul of the Foreign Service Act of 
1946. It reflects the principles embodied in that act, namely, a profes- 
sional service, disciplined and mobile, serving without political 
influence, and adequately compensated. 

The purposes of the bill are twofold: (1) to enable the Department 
of State to continue the integration of its personnel into the Foreign 
Service Officer Corps; and (2) to improve conditions of employment 
(but not to increase salaries) of Foreign Service personnel so that 
qualified individuals will make it a career. 

There is nothing in this bill that creates any new jobs or adds anyone 
to the Federal payroll. It authorizes the expansion of the Foreign 
Service—but only by transferring individuals already employed by 
the Department of State into the Foreign Service. Every position 
held by Department of State personnel who transfer into the Foreign 

rvice is converted into a position that can be manned by individuals 
who must serve at home and abroad. This bill does not create more 
jobs in foreign countries nor will it increase American personnel 
abroad. It simply makes available a larger pool of qualified personnel 
for assignment abroad on a rotation basis. 

At the end of World War II the Foreign Service lacked sufficient 
personnel to meet the Government’s new and enlarged responsibilities 
in the international field. The inability to recruit new talent during 
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the war together with the attrition in the upper Foreign Service 
classes had reduced the number of officers from 826 in 1940 to 820 in 
1946. In that year Congress devoted its efforts to improve the 
Foreign Service. The patchwork of laws upon which it was based 
were carefully examined, their meritorious features were retained, and 
new provisions were added. The result was the Foreign Service Act 
of 1946. 

The act provided for the following categories of Foreign Service 
personnel: 

(a) Chiefs of mission.—Appointed by the President by and with the 
advice and consent of the Senate. There are four classes of chiefs of 
mission. 

(b) Foreign Service officers—Appointed by the President by and 
with the advice and consent of the Senate. There are seven classes of 
Foreign Service officers, including the class of career minister. 

(c) Foreign Service Reserve officers.—Appointed by the Secretary for 
a temporary period not to exceed 4 years. There are six classes of 
Reserve officers. The term “Reserve” bears no relation to the mili- 
tary use of the word. A Foreign Service Reserve officer may more 
properly be described as a temporary officer. Upon completion of his 
assignment, the Department of State, unlike the armed services, can- 
not require him to serve again. 

(d) Foreign Service Staff officers and employees.—Appointed by the 
Secretary for work of a technical, administrative, clerical, or custodial 
nature. There are 22 classes of Staff personnel. 

(e) Alien clerks and employees—Appointed locally in the field by 
the principal officer at each post. 

Among the principal provisions of the 1946 act were those covering 
entrance into the Service. Emphasis was placed upon the career 
concept toward which the Service had been moving for more than a 
querter of a century. For the long haul the strength of the Service 
could only come from the young men and women who entered at the 
bottom and progressed through the ranks. 

The immediate problems facing the Government, however, required 
additional personnel at the intermediate and upper levels. To meet 
this situation, the act authorized appointment in other than the lowest 
class of qualified individuals from the Department of State or the 
Foreign Service Staff or Reserve. This is referred to as lateral entry. 
Those entering laterally could be paid only the lowest salary of the 
class to which they were appointed. In many cases that meant a 
loss of salary for the individual transferring into the Foreign Service. 

Neither method of entry produced the numbers needed for the 
Service. From 1946 to March 1954, only 51 entered laterally. The 
record for entrance at the bottom was considerably better, but was 
offset by heavy retirements and resignations. The peak strength of 
1,427 officers was reached in January 1953. By March 1954 the 
number had dropped to 1,297. 

It was this personnel situation that led the Secretary of State to 
appoint a Public Committee on Personnel—the Wriston Committee. 
Earlier studies on State Department personnel and organization had 
been made by the Hoover Commission in 1949, the Secretary of State's 
Advisory Committee on Personnel in 1950, and the Brookings Institu- 
tion in 1951. On one point all of these studies, including that of the 
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Wriston Committee, were in substantial agreement; namely, that the 
Department’s personnel under civil service engaged in substantive 
work should be brought into the Foreign Service. In transmitting the 
recommendations in this bill to the Speaker, the Secretary of State 
noted that the Hoover Commission and the Wriston Committee 
recommended — 

that certain officer personne! in the departmental service and in the various cate- 
gories of the Foreign Service be merged into a single service, the Foreign Service 
Officer Corps, obligated to serve at home and overseas. Both the [Hoover| Com- 
mission and the [Wriston] Committee recommended that the personnel in the 
combined service be administered under a personnel system outside of the civil 
service system. They further recommended that this svstem should be based on 
the career principle, but should also remain sufficiently flexible to meet the 
changing needs of the Government for the conduct of foreien affairs 

To put the issue another way, the continuation of two personnel sys- 
tems, one serving at home and one abroad, denied the Secretary of 
State the maximum use of the talents of his own Department. 

The Wriston Committee referred to the development of a single 
enlarged Foreign Service as “‘integration.’”’ It estimated that 1,300 
positions in the Department and 1,300 in the Staff and Reserve were 
“dual service” positions that should be brought under the Foreign 
Service. Thus, with the 1,300 Foreign Service officers the Foreign 
Service strength would be increased to 3,900. Individuals holding 
such positions would be brought into the Foreign Service through 
lateral entry, after passing such tests as may be prescribed. As the 
Committee noted: 

The presumption should be that a departmental! officer with an acceptable record 
is eligible for the Foreign Service. The burden of proof should be laid upon ex- 
clusion rather than upon inclusion. 

The accelerated lateral entry recommended by the Wriston Com- 
mittee was endorsed by the Department of State. It could not be 
achieved if a lateral entrant could be paid only the minimum rate of 
salary for his class, as required by the Foreign Service Act of 1946. 
Some individuals who had several in-grade increments under civil 
service would have to take a salary reduction that might amount to 
$1,600. Public Law 759 of the 83d Congress dealt with this problem. 
It authorized the appointment by March 31, 1955, of a maximum of 
500 Foreign Service officers in classes 1 through 5 at other than the 
minimum rate for the class. Under the authority of the 1946 act 
additional officers could be appointed in those classes at the minimum 
rate. Nor was any limit imposed on the appointment of class 6 
officers. 

Before considering any extension of the integration program, the 
committee inquired into the progress that had already been made. 
Specifically, it was interested in the background of the individuals who 
have been processed for integration in order to assure that there was 
no lowering of standards. The Department furnished such informa- 
tion on 414 Department, Reserve, and Staff officers who have been 
certified by the board of examiners for appointment as Foreign Service 
officers since September 1, 1954. An analysis of the background of 
the 414 reveals the following: 

1. Fifty-five percent came from the Department; 45 precent entered 
from the Reserve or Staff Corps. 
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2. Eighty-five percent entered classes 3, 4, or 5, the intermediate 
classes of the Foreign Service, while 10 percent entered classes 1 or 2. 
the highest classes, and 5 percent were appointed to class 6 at the 
bottom. Of those who entered classes 1 to 5, 79 percent were et an 
— salary level and 21 percent at the minimum salary for the ‘ass. 

3. Eighty-five percent are men; 15 percent are women. 

4. By age, 64 percent were under 40 years, 33 percent were from 40 
to 50 years. Only 3 percent were over 50 years. 

5. Their previous Government service, including military service, 
averaged almost 14 years with 77 percent having more than 10 years. 

6. Their Government positions immediately prior to processing for 
appointment into the Foreign Service were of particular interest to the 
committee. Ten percent were in consular work, 15 percent in eco- 
nomic work, 30 percent had been engaged in foreign political reporting 
and analysis, 37 percent were in administrative work, and 8 percent 
came from odaliaid functional activities of the Department. 

7. On the basis of state of origin the group represented an almost 
complete coverage of the United States. Only 4 States supplied no 
candidates. By regions the Northeastern and Middle Atlantic States 
accounted for one-third; the Southern States and the North Central 
States, 25 percent each; the Western States, 10 percent. The balance 
were born outside the continental United States. 

No applicant was considered by the board of examiners until secur- 
ity clearance had been granted under the provisions of Executive 
Order 10450. The board went a step beyond that. Some individuals 
have been denied appointments because their files disclosed evidence 
of unsuitability for the Foreign Service. Each officer must be con- 
firmed by the Senate before appointment as a Foreign Service officer. 

According to the Department’s testimony, the Senate had con- 
firmed 240 officers by early March and the paperwork had been com- 
pleted on several hundred others. The Deputy Under Secretary for 
Administration of the Department of State, the Honorable Loy 
Henderson, testified that the Department now has in process— 
sufficient transfer actions to exhaust the 500 quota authorized by Public Law 759. 
Early approval of the requested extension of this authority, therefore, is necessary 
if we are to avoid having the program grind to a sudden halt. I believe it would 
be extremely detrimental to the efficient administration of the Department as 
well as to the morale of our personnel if we had to interrupt the program in 
midpassage. 

The committee recognizes the force of this argument. If the 
Department is to get its house in order, completion of the integration 
program is necessary. Among other provisions, this bill continues 
the principle embodied in Public Law 759 by authorizing appoint- 
ments in classes 1 through 5 at any one of the salary rates for that 
class. Unlike that law, it limits the number of lateral entrants, 
including those coming in at the minimum salary of the class, to 
1,250 until such time as Congress may otherwise determine. 

It does not alter any of the provisions covering entrance at the 
bottom. Neither did Public Law 759. The committee is desirous 
that every effort be made to build the Service from below. Only in 
that way can the Service offer the attraction of a career. 
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It is not sufficient that competent and devoted people enter the 
Foreign Service. They must to retained in the Service. As Mr. 
Henderson remarked in his statement before the committee: 

If it [the Foreign Service] is successfully to compete with private enterprise or 
with other governmental agencies for the highest types of American youth it must 
be in a position to assure those who enter it unparalleled opportunities for public 
service. A career in the Foreign Service by its very character entails certain 
sacrifices. There is no place in it for those who are looking for a soft life. Much 
can be done, nevertheless, to alleviate the hardships inherent in it. 

The other provisions in this bill are designed to strengthen the 
administration of the Foreign Service and to make it a career in which, 
to paraphrase Mr. Henderson’s expression, the satisfaction of public 
service is not dimmed by undue personal financial worries, 

Briefly, the other sections of this bill have the following purposes: 

1. To make Foreign Service officers and Reserve officers eligible to 
receive hardship post differentials which are now paid to Staff officers 
and employees and civilian personnel of other Government agencies 
who are stationed abroad. Foreign Service officers, who now receive 
time-and-a-half retirement credit for service at hardship posts, may 
choose either the credit or the differential. 

2. To permit the Secretary of State to extend the 4-year limit on 
the assignment of Foreign Service personnel to duty in the United 
States to an additional 4 years. 

3. To establish a home service transfer allowance for Foreign Service 
personnel assigned to duty in the United States between tours of 
foreign duty. 

Me To extend the selection-out system to Foreign Service officers of 
class 1. 

5. To permit up to 40 persons with prior Government service and 
=~ are professionally qualified to enter laterally as Foreign Service 
officers. 

6. To defray part of the expenses of educating children of American 
parents stationed abroad in the Foreign Service. 

7. To increase the maximum duration of Foreign Service Reserve 
appointments to 5 years. 

8. To permit the Secretary of State to negotiate reimbursements for 
— Service personnel detailed to other Government agencies. 

9. To limit the amount of retirement benefits paid Foreign Service 
officers in classes 4 and 5 who are selected out of the Service. 

10. To provide medical examinations, inoculations, and vaccina- 
tions to the dependents of Foreign Service officers. 

11. To give credit toward retirement without charge for military 
service rendered prior to appointment as a Foreign Service officer. 

The items in this bill carry forward the implementation of the 
Wriston Committee recommendations. Many of these recommenda- 
tions require no additional legislative authorization, such as improved 
training, class 6 recruitment, personnel planning, and travel costs for 
the rotation of personnel. this bill does not deal with those items. 


This bill includes several additional recommendations made by the 
Wriston Committee that require authorization before the Depart- 
ment can ask for appropriations. Other recommendations requiring 
pears authorization will be submitted by the Department ait a 
uture date. 
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The Department submitted these cost estimates of the amendments 
in this bill to the Foreign Service Act. 





Estimated cost 





1955 1956 





1. Sec. 413. Lateral appointments o Foreign Service officers above the minimum 
rate of the clas: to which appointed ica. nek bei wien dle Goats Aah Mibctesa Sik Siel nhc in tia a $5, 00 $75, 000 
Cemment —The Foreign Service Act o 1946, “which provided that appoint- 
ments to classes 1 to 5 be made at the minimum salary rate of the class, was 
amended by Public Law 759, 83d Cong., to permit the appointment of 500 
officers at rates above the minimum up to Mar 31, 1955. The estimated cos 
of the proposed amendment will be $5,00° or the period Apr. 1, 1955 to July 
1, 1955, and $75 000 for fiscal year 1956. 
2. Sec. 443. Payment of salary differentials to Foreign Service officess and Foreign 
Ger iten Mivamrvh GUMS cn es kos acces ade cide cndakanea tances codeomte 120, 000 480, 000 
Comment.—The estimated cost of this amendment is based on a count o. 
Foreign Service officers and Reserve Corps otlicers at differential post: multi- 
plied by the percent differential received by each; namely 286 Foreign Service 
ofticers and 31 Reserve officers. For fiscal 1955 the annual cost is reduced by 
75 percent. 
3 Sec. 901 (2) (ii). Home ‘ervice transfer allowance................---...--.-..----.- 50, 000 200, 000 
Comment.— Assumed average cost is based on an anaiysis of average size of 
each Foreign Service family, costs of hotel room accommodation: in Washing- 
ton as determined by Bureau of Labor Statistics, the average intra- and inter 
zone transfer allowance and the assumption that 100 assignments to the 
United States will be made during the balance of fiscal 1955 and 400 each year 
thereafter. 
4. Sees. 901 (2) (iv) and 911 (9). Educational allowances. -. 50, 030 442, 000 
Comment.—The estimate .or fiscal 1955 is related to children of Foreign 
Service personnel attending college in the United States and is designed to 
cover the travel expense of approximately 33 trips to and from the field at an 
average cost of $1,476 per trip For fiscal 1956, the estimate covers (1) an 
allowance of $340 each for 1,913 children in elementary and secondary grades 
residing abroad, (2) travel for 25 percent of the same children to nearest satis 
factory school in the country of residence at $100 each, (3) travel for 92 chil- 
dren in secondary grades from abroad to the United States and return at an 
average cost of $1,476 each, prorated over a 3-year period, and (4) trave. of 74 
chikiren attending col'ege in the United States to post of parents’ assignment 
and return at an average cost of $1,476 each, prorated over a 4-year period. 
5. Sec. 943. Medical examinations of dependents of Foreign Service personnel sta- 
tioned abroad : Spinks : 
Comment.—The estim: ate ‘is based on the assumption that average cost of 
each examination wil! be $7, and that 1,000 such examinations would be made 
during the balance of fiscal] 1955, that 4,009 such examinations would be made 
annually thereafter. 


7, 000 28, 000 

















SUMMARY 
1955 1956 
BOG, Giarchi ened cihncgcninivcdcehsavenvelbe side hewacs ieatniadaathnsunnnneiwel $5, 000 $75, 000 
GON Od, sina cannininsl caus rnb unihienindawpe nein abanehancgmetesnpeinaneehneammaenninn 120, 900 480, 000 
opt gE ES ELIA SE EAE DETTE ESE PERG LER EE PE AS OER 50,000 | — 200, 000 
Beck OE: C)-fivk an O19 (0) seid aces eck igs Svcd enticed arcuate 50, 000 442, 000 
COG Pi akin spree sdininns sah sinieckbaebhieinacwalline chanel p hmen ecpipweuictiswednnpetnaaaadin 7, 000 28, 000 
TORE... cccaccooncnsinscadmqesininoqnnvieumnspedeinges iden oennowanseumbalina 232, 000 | 1, 225, 000 











The more favorable retirement benefits that would be available to 
an expanded Foreign Service Officer Corps are not reflected in this 
cost analysis. These benefits, estimated ultimately to cost $1,550,000 
annually, will not require an ‘immediate outlay of funds since lateral 
entrants must serve at least 5 years before retiring. Last year the 
committee was concerned that individuals would enter laterally in 
order to enjoy the benefits of the Foreign Service retirement system. 
The Secretary of State gave assurances to the Honorable John M. 
Vorys that— 
the Department will not permit persons to enter the Foreign Service Officer Corps 
unless they are young enough to assure that they will spend at least 5 years over- 
seas before retirement. 





dif 


tior 


For 








Bes ee Bo 


g 


2, 000 


28, 000 


956 


75, 000 
180, 000 
2100, 000 
142, 000 
28, 000 


225, 000 


—_————— 


le to 
this 
),000 
teral 
r the 
ly in 
stem. 
n M. 


Corps 
| over- 





FOREIGN SERVICE ACT AMENDMENTS OF 1955 7 


4This bill does not solve all the problems of the Foreign Service. 
But it should do much to alleviate some of its difficulties. Since 
1946 the Foreign Service has had a succession of 10 administrators, 
some of them unfamiliar with its problems. The committee believes 
that the Service is entering a new era. The recent appointment of 
Mr. Henderson as Deputy Under Secretary for Administration should 
provide the steady Sead it needs in this period of transition. He 
brings to his present position the experience of more than 30 years as 
a Foreign Service officer. With the knowledge derived from his own 
background, the committee is confident that he will administer wisely 
and effectively the provisions contained in the Foreign Service Act. 
It is equally confident that his preoccupation with the problems arising 
from integration will in no way diminish his zeal to strengthen the 
lower echelons of the Service so that it may be a truly ‘professional 
service” offering “advancement by merit to positions of command.” 


SECTION 2. APPOINTMENTS AT SALARY STEPS ABOVE MINIMUM 


This section amends the Foreign Service Act of 1946 to permit the 
appointment of Foreign Service officers to classes FSO-1 to FSO-5 
at salary steps above the minimum for each class. The Foreign 
Service Act of 1946 required that appointments to classes 1 through 5 
had to be made at the minimum rate of the class. 

There are more civil service and Foreign Service Staff salary grades 
encompassing the same range of salaries than are included in FSO 
classes 1 to 5. This, plus the fact that employees receive periodic 
salary increases in grade for satisfactory service, means that most per- 
sons entering laterally have to enter at a salary which is either higher 
than that which they are earning or one which is lower. Faced with 
a prospect of a cut of as much as $1,600 a year, officers frequently 
have refused appointment as a Foreign Service officer or else sought 
appointment to a higher class for which they are not eligible on the 
basis of age, experience, and other qualifications. In general there 
is a tendency for candidates applying for lateral entry to apply for 
classes higher than those which are appropriate for their age, qualifi- 
cations, and experience in order to avoid a possible reduction in salary. 
This factor is said to be one of the basic causes for the failure of earlier 
integration efforts. The language of this section makes it possible, 
when desirable, to appoint an employee to the Foreign Service Officer 
Corps at the same or nearly the same salary he is receiving in other 
Government service. 


SECTION 3. HARDSHIP POSTS 


Under section 443 of the present Foreign Service law, payment of 
salary differentials for service at “hardship posts” is specifically 
limited to Foreign Service Staff officers and employees. These 
differentials range from 10 to 25 percent of basic compensation. ‘The 
Department of State has informed the committee that at present 
these differentials are applicable to about 30 percent of the posts in 
the Foreign Service. It is the responsibility of the Secretary of State 
to prepare and maintain a list of such posts. In designating hardship 
posts, such factors as excessive physical hardship, unhealthful condi- 
tions, lack of recreational facilities, climate, and the like are considered. 

oreign Service officers and Reserve officers are excluded by present 
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law from this additional compensation when assigned to such hard- 
ship posts. All other overseas agencies, such as Agriculture, Labor, 
Treasury, Defense, etc., pay their American civilian employees extra 
compensation whenever these employees are assigned to hardship 
posts in foreign countries. Thus, Porcine Service officers and Foreign 
Service Reserve officers (except Reserve officers of the Foreign 
Operations Administration) are now the only groups of American 
civilian employees of the United States Government stationed in 
foreign countries who are not eligible to receive salary differentia] 
payments for service at hardship posts. 

The rationale for the exclusion of Foreign Service officers from the 
benefits of section 443 when it was incorporated in the Foreign Service 
Act of 1946 was that they were to receive instead augmented credit 
toward retirement (1% years for each year of such service) for service 
at unhealthful posts which were essentially the same as those listed 
in the “hardship” category. 

Mr. Henderson, in his testimony before the committee, pointed out 
that many of the younger officers, particularly those with families, 
preferred to have available to them a salary differential for service 
at hardship posts rather than extra credit toward retirement for such 
service. At the same time it is recognized that older officers may 
well prefer the extra retirement credit for service at unhealthful posts 
rather than accept a salary differential for such service. To take 
care of this personal preference there is included in this bill a provision 
which, in effect, gives the officer his choice. This is discussed under 
section 9 of this bill. 
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SECTION 4. LATERAL ENTRY 


The revised language of this section incorporates four basic changes. 

The first clarifies the nature of the examinations that must be 
passed by applicants for lateral entry. The Foreign Service Act of 
1946 made appointment to classes 1 through 5 contingent upon the 
passing of “‘such written, oral, physical and other examinations as the 
Board of Examiners for the Foreign Service may prescribe.” It was 
the committee’s intention that an applicant be examined in each of 
these broad categories, leaving to the Board of Examiners a determi- 
nation of the content of the examination. During the hearings last 
vear on the amendment to the Foreign Service Act which became 
Public Law 759, the committee was informed by the then Under 
Secretary for Administration, the Honorable Charles E. Saltzman, 
that no written examinations would be required for lateral entrants 
under the integration program. In its report on the amendment the 
committee removed any doubt that any of the categories of examina- 
tion could be waived. It stated: 
We wish to assure the Congress and to remind him [Mr. Saltzman] that the statu- 
oer requirement for a written examination in section 517 is not repealed by this 

lil. 
According to the Department’s Circular 126 of November 17, 1954, 
it was decided— 


after consultation with members of the Foreign Affairs Committee, to include 
written examinations as a part of the examination process in the integration 
pooerem. * * * Tt has been decided that the written examination will be in the 
orm of an essay in which the candidate discusses the relationship of his experience 
to a Foreign Service assignment. 
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The committee regards this as an inadequate substitute. Accordingly 
the language of the section has been changed in two ways. The new 
language states that the examination will be a “comprehensive mental” 
one. lt may be written, or oral, or both. The committee is not spec- 
ifying the form or content of the examination. Whatever the form or 
content, it must be such as to test the applicant’s capacity to analyze 
and synthesize ideas and statements and to determine his qualifications 
to discharge the responsibilities of the class to which he is appointed. 
Further, the word “may” is dropped to remove any ambiguity that 
the examinations so described in this section are optional. They are 
not. 

The second change eliminates the requirement that the qualifying 
period of service for lateral entry be performed “immediately” prior to 
appointment. The committee was advised that this qualification on 
prior service was unduly restrictive. Any break in service, even for 
1 day, automatically eliminated an applicant from consideration and 
required that he begin serving anew the qualifying period of 3 or 4 
years. The Department offered several examples. A Reserve officer, 
whose statutory period of assignment expired a few days before his 
nomination as a Foreign Service officer could be confirmed and 
attested, forfeited his eligibility. A Staff Corps officer who contracted 
an illness in line of duty had to take sick leave in excess of that with 
which he was credited. This leave constituted a technical break in 
service, thus nullifying his eligibility for lateral entry. 

The third change is to open eligibility for lateral entry to a limited 
number of individuals who have had responsible positions in other 
governmental agencies rather than restricting it, as at present, to 
officers of the Department and of the Reserve and Staff Corps. The 
number of such lateral entrants cannot exceed 40. The Department 
on occasion needs the services of an unusually qualified individual. 
Such an individual may be reluctant to accept a Reserve Corps 
appointment that is sufficiently long to make uncertain his reemploy- 
ment by his present employer, yet offering him no assurance of 
continued employment after his tenure as a Reserve officer had expired. 
This change, like the previous change, would broaden the basis for 
selecting well qualified candidates. 

The fourth change is designed to permit an uninterrupted continua- 
tion of the integration program. Under existing law there is no limit 
on the number of lateral entry appointments. As a result of the 
amendment to section 413 (made by sec. 2 of this bill), permittin 
lateral entry at any step within the class to which appointed, latera 
entry is encouraged. To assure that this will not lead to an excessive 
number of lateral entries and to enable the Congress to have another 
look at the program, lateral entries are limited to 1,250. Except for 
the 40 cases explained below, all lateral entrants must have served in 
a position of responsibility in the Department of State, or the Foreign 
Service, or both, for 3 or 4 years, and also must have been on the 
Department’s payroll on March 1, 1955. The fact that on that date 
they may have been detailed to duties in another Government agency 
or assigned to an educational institution for advanced study does not 
disqualify them. Forty other individuals who have held responsible 
ange in a Government agency or agencies, including the Armed 

‘orces, may also enter laterally. This number is intended to include 


74008°—57 H. Rept., 84-1, vol. 2——-59 
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a small group of State Department officers eligible for lateral entry 
who were transferred to other Government agencies before they could 
be examined for the Foreign Service. The total of 1,250 was deter- 
mined in consultation with the Department as the number who could 
be processed at home and abroad between now and January 1957. 
Most, if not all, of the appointments will be filled with personnel 
transferred from one Government payroll to another. The problems 
attendant upon integration, arranging orderly assignments at home 
and abroad, and initiating the career planning program, are heavy 
enough. If lateral entry were opened without restriction to individ- 
uals ben other Government agencies or from private employment, it 
would disrupt and delay the primary job of the Department, namely, 
the completion of its integration program. 

The 1,250 lateral entrants authorized in this section are in addition 
to those appointed under Public Law 759 on or before March 31, 1955. 
Under the authority given in Public Law 759 and the authority given 
in this amendment, the Department will be able to complete substan- 
tially the current integration program. No time limit has been placed 
on the appointment of the 1,250. Should the Department deem it 
advisable to ask for an extension of lateral entry, the Congress will 
again consider the matter. 


SECTION 5. INCREASING THE PERIOD OF SERVICE IN THE FOREIGN 
SERVICE RESERVE 


This section permits a Foreign Service Reserve officer to serve a 
maximum of 5 years rather than the present 4 years. The primary 
reason is administrative. A 4-year period of service is awkward to 
manage. Since most tours of duty are either of 2- or 3-year duration 
which, in actual practice means approximately 27 and 39 months’ 
duration, respectively, a 4-year assignment virtually precludes granting 
home leave to Reserve officers between 2 tours of foreign duty. 

There has also been deleted the phrase ‘‘of a specialized character’ 
in subparagraph (1) of this section. The original concept of a Foreign 
Service Reserve officer, as defined in the report of the Committee 
on Foreign Affairs accompanying H. R. 6967 (Foreign Service Act 
of 1946) was that of an officer closely assimilated to a Pundien Service 
officer in salary, rank, title, and status serving in a specialized position 
such as that of information specialist, Selonseatiahatiientian expert, 
aviation authority, petroleum specialist, and cultural attaché. In 
actual practice, the Reserve Corps has been used not only for the 
appointment of specialists, but also as a vehicle for staffing rapidly ex- 
panding programs. Furthermore, under the integration program rec- 
ommended by the Secretary’s Public Committee on Personnel {Wriston 
Committee] it is planned to assign to the Reserve Corps officers who 
are not yet eligible for lateral entry under section 517, so that they may 
acquire broad qualifying experience while they await their appoint- 
ments as Foreign Service officers after completion of the required 
period of service. Under these changed concepts of the Reserve Corps. 
it seems unnecessary to restrict entry from outside the Government 
service to specialists. It should be noted that this restriction does not 
apply to persons already in the governmental service. 
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SECTION 6. ASSIGNMENT IN THE UNITED STATES AND REIMBURSEMENT 
FOR SERVICES 


The new language in this section makes three basic changes in 
existing law. 

In accordance with the recommendations of the Wriston Committee, 
the amendment to section 571 (a) permits the extension of an assign- 
ment for duty in the United States beyond the —— statutory limit 
of 4 years to an additional period not to exceed 4 years, or a total of 
8 years. The Department advised the Committee that, on occasion, 
it would be of decided advantage to the Secretary to be able to retain 
certain officers who are in key positions in the Department for a period 
in excess of 4 years. In granting this exception to the 4-year period 
of duty in the United States the Committee expects that it will be 
used only under very unusual circumstances and not as a device to 
enable individuals to enjoy the prestige of the Foreign Service without 
adequate service abroad. Since this section is amended, it is desir- 
able to delete the reference to the Director General in view of Public 
Law 73, 81st Congress, which vests full administrative authority in 
the Secretary. 

The second change eliminates the requirement that an officer or 
employee who has been assigned to duty in another Government 
agency may not again be assigned to duty in a Government agency 
for a period of 2 years or for a period equal to his preceding tour of 
duty, whichever is less. This requirement may, in some cases, be 
unduly restrictive and operate to the detriment of the Department 
and the Service. In virtually all cases an officer or employee can be 
and is assigned for a normal tour (24 months or more) of duty over- 
seas after an assignment to a Government agency. In rare cases, 
however, this requirement can cause unnecessary difficulty. For ex- 
ample, an officer who, during the latter part of his United States as- 
signment is engaged in working out the details of a trade agreement 
with another country and, his assignment being presumably com- 
eae is ordered to duty overseas, cannot be recalled to duty in the 

epartment for a period of 2 years despite the fact that his services 
as an expert are urgently needed because of reopening of negotiations, 
loss of other key personnel, etc. The elimination of this provision 
would also take care of cases where an officer or employee must be 
returned for duty in the United States for compelling medical rea- 
sons, but whose illness is not such as to preclude his employment in 
the United States. 

The third change adds subsection (e). The language in this subsec- 
tion will permit the Secretary to negotiate arrangements with other 
agencies whereby the Department can be reimbursed for all or part 
of an officer’s salary when he is assigned or detailed to another agency 
at the request of that agency and for its benefit. Reimbursement 
would not be required when such assignment is made solely for train- 
ing purposes. This section also permits reimbursement of the Depart- 
ment’s appropriations for an officer’s salary when that officer is assigned 
to a position the salary of which is payable from other funds available 
to the Department. 


UNIVERSITY OF MICHIGAN LIBRARIES 








12 FOREIGN SERVICE ACT AMENDMENTS OF 1955 


SECTION 7. SELECTION-OUT 


This section changes the Foreign Service Act of 1946 in two respects: 

(1) It extends the selection-out principle to class 1 officers who had 
previously been exempt. This action was recommended by the De- 
partment of State and the Wriston Committee on the grounds that 
there is evidence of the accumulation of a certain amount of “dead- 
wood” in this grade which should be removed in order to provide room 
for promotion of more able persons lower in rank. The top rank of 
the Foreign Service, career minister, remains exempt from the formal 
selection-out — but a comparable result is obtainable since the 
law requires that any career minister who has been serving as a chief 
of mission, upon completion of his assignment, must be retired unless 
within a period of 3 months he is given another assignment as a chief 
of mission or otherwise reassigned. ‘ 

(2) This section also establishes the concept of maintenance of a 
specified standard of performance as a prerequisite of remaining in the 
Service. This is now done by regulation and it is considered advis- 
able to give it the specific sanction of law. It should be observed that 
this section is not a substitute for the provisions governing separations 
for cause (secs. 637 and 638 of the Foreign Service Act of 1946). 

The following extracts from the Foreign Service Regulations (1 FSM 
IV) cover separation by selection-out: 

731 Foreign Service Officers in Class 2 or 3 
“‘Any Foreign Service Officer in class 2 or 3 who remains in the same class 
for 10 years without receiving a promotion to a higher class, or who is 
rated by three successive selection boards, established as prescribed in 
1 FSM IV 150, among the lowest 10 percent in his class and among the 
lowest 10 percent of the eligible officers of the class shall be retired from the 
Service. oreign Service Officers retired from class 2 or 3 by selection-out 
shall receive retirement benefits in accordance with 1 FSM IV 673. 
732 Foreign Service Officers in Class 4 or 5 
732.1 Any Foreign Service Officer in class 4 or 5 who remains in the same 
class for 10 vears without receiving a promotion to a higher class 
or who is rated by three successive selection boards, established as 
prescribed in 1 FSM IV 150, among the lowest 10 percent in his 
class and among the lowest 10 percent of the eligible officers of the 
class shall be retired from the Service. Foreign Service Officers 
retired from class 4 or 5 by selection-out shall receive the benefits 
prescribed in 1 FSM IV 732.2, except that an officer eligible for 


voluntary retirement may be granted such retirement in lieu of 
selection-out.” 


The State Department pointed out that— 


The selection-out principle results in the separation of some officers who would 
not be separated for out-and-out unsatisfactory performance of duty, misconduct, 
or malfeasance. It is aimed essentially at the “marginal” officer whose record 
not only reflects a lack of demonstrated capacity to assume greater responsibility 
but whose performance at his present level leaves something to be desired. 


The efficiency records relating to each Foreign Service officer and 
employee are a major element in the evaluation made by the selection 
boards, referred to in the above regulations, of Foreign Service officers 
in determining whether they should be promoted or selected out. 
The Committee on Foreign Affairs was surprised to find during its 
consideration of this bill that, although the Foreign Service Act of 
1946 (sec. 612) contains this provision— 

Under such regulations as the Secretary may prescribe and in the interest of 
efficient personnel administration, the whole or any portion of an efficiency record 


shall, upon written request, be divulged to the officer or employee to whom such 
record relates— 
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present Foreign Service regulations permit Foreign Service officers 
to be denied the right to see these reports. The committee can see 
no justification for this disregard of the explicit provision of law. 
It expects the law to be implemented. 

The changes in selection-out benefits are made in order to extend 
to officers of class 1 who are selected out the retirement benefits now 
rovided for officers of classes 2 and 3 who are selected out and to 
Emit the amount of selection-out gratuity payable to officers of classes 
4 and 5 retired under the provisions of section 633 to 1 year’s pay. 
Experience in the administration of the Foreign Service Act of 1946 
has demonstrated that the amounts of some of the gratuities paid 
under this provision were extremely large, were considerably in excess 
of those envisaged by the authors of the act and, in extreme cases, 
were in excess of the amounts that an officer would have received 
had he been retained in duty status until retirement. 


SECTION 8. RETIREMENT CREDIT FOR SERVICE IN THE ARMED FORCES 


The provisions of section 8 of the bill equalize the benefits accorded 
Foreign Service officers who have served in the armed services of the 
United States with those accorded civil service employees who have 
had such service. 

Under existing law, persons entering the Foreign Service Retire- 
ment and Disability System may obtain retirement credit for prior 
military service, but only by soe, hy a special contribution of 5 per- 
cent of their annual salary for each such year of service for which 
credit is sought (sec. 852 (b) of the Foreign Service Act of 1946). 

Since April 1, 1948, persons coming under the civil service retire- 
ment and disability system are given retirement credit for such mili- 
tary service without cost to them (sec. 9, Public Law 426, 80th Cong.). 

bout 60 percent of the Foreign Service officers now on the rolls 
and of the State Department employees entering the Foreign Service 
Officer Corps under the integration program have prior military 
service. The purpose of section 8 (b) of this bill is to permit partici- 
pants in the Foreign Service Retirement and Disability System to 
receive credit for their military service without making special con- 
tributions. It is estimated that this provision would increase the 
long-term requirements on the Foreign Service retirement fund by 
about $67,000 a year (1) assuming that persons entering the Foreign 
Service have proportionately as much prior military service as the 
average Foreign Service officer on the rolls as of February 28, 1955, 
a , 1.8 years, and (2) assuming a corps of 3,000 Foreign Service 
officers, 

Since April 1, 1948, a number of Foreign Service officers have made 
contributions to the Foreign Service retirement fund in order to obtain 
retirement credit for prior military service. Section 8 (c) provides 
that in such cases there will be reimbursement in the amount contrib- 
uted. It is estimated that this provision will affect approximately 250 
officers and that the average refund will be about $430 per officer, 
With the estimated total of such funds approximating $110,000. 
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SECTION 9, SALARY DIFFERENTIAL OR EXTRA CREDIT TOWARD 
RETIREMENT 


This section amends section 853 of the present law by providing that 
no extra credit toward retirement for service at unhealthful posts 
shall be credited to any Foreign Service officer who shall have been 
paid a salary differential in accordance with section 443, as amended 
(see discussion of sec. 3, above), for such service performed subse- 
quent to the date of the enactment of this act. In effect, sections 3 
and 9 taken together will provide a yore Service officer serving 
at a post designated by the Secretary of State as a hardship post 
(provided such post is also designated an “unhealthful post,” which 
would be true in almost every case) with a choice between accepting 
for such service a salary differential or extra credit (1% years for each 
year of such service) toward retirement. 


SECTION 10. ALLOWANCES 


(a) Home service transfer allowance 

This subsection amends the Foreign Service Act of 1946 to give 
specific authorization for a home service transfer allowance to an 
employee assigned to a post in the United States between assignments 
to posts abroad. Such an allowance is already being provided to 
employees transferred to a new post in a foreign country. 

In the Foreign Service, a transfer back to the United States is just 
another in a series of transfers. The unusual expenses incident thereto 
may be as great or greater than similar costs incurred in transferring 
between posts abroad. In the case of employees of long years of 
service, a transfer to the United States adds that much more to the 
total out-of-pocket expenditure incident to the mobile nature of their 
employment. The home service transfer allowance contemplated 
would be a combination of two payments: (1) that comparable to the 
temporary lodging allowance at overseas posts, i. e., reimbursement 
for hotel room expenses for a short period while the employee is look- 
ing for permanent residence quarters, and (2) a lump-sum payment to 
help offset such inevitable expenses connected with transfers as those 
covered by the existing transfer allowance at present paid only on 
assignment to certain posts abroad, namely, expenses for clothing 
to meet the different climatic conditions at the new post, for special 
types of furniture and household equipment, for insurance on or repair 
of effects damaged in shipment, etc. 

It is intended that this allowance be paid to officers and employees 
of the Service who are assigned to duty in the continental United 
States and who may be normally expected to return to duty abroad. 
It is planned to pay this allowance at the time of assignment to the 
United States. It must obviously be paid without requiring proof of 
return abroad, since that would defeat the purpose of this allowance. 
It is not the intent of this section that such payments be repaid by the 
officer or employee or by his survivors in the event his return to service 
abroad is made impossible by death, disability, or other unforeseen 
circumstance preventing such return. However, if the officer or 
employee refuses to return abroad for personal reasons unacceptable 
to the Secretary, he will be required to make reimbursement. 
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(b) Education allowances 

A major financial and morale stele confronting Foreign Service 
personnel stationed outside the United States is the education of their 
children. In many foreign posts in Asia, Africa, and the Near East 
the language and culture are so different from our own that local 
schools are unsuitable. At a number of posts there are so few 
American children in the community that the organization of a 
special school is not feasible. The financial burden imposed on per- 
sons pin gemegen- entirely on their salaries in meeting this situation has 
resulted in real financial hardship which in some cases has made it 
impossible for qualified personnel to remain in the Service. 

The following cases were submitted by the State Department as 
illustrating some of the problems faced by Foreign Service personnel 
in educating their children abroad: 


Case No. 1.—Mr. H, earning $5,853 per year, with 2 children, has been as- 
signed to Maracaibo for the past 2 years. The only school there that would pro- 
vide American equivalent education for the children is the local American 
school subsidized by American oil companies. The annual cost for the 2 chil- 
dren in that school was $1,442 or slightly more than 25 percent of Mr. H’s annual 
salary. Therefore, he was forced to place them in inferior Venezuelan schools. 
He requested a 2-year leave of absence from the Foreign Service to attempt 
through private business to enhance his financial position to the point where 
he could return to the Foreign Service and still provide adequate education for 
his children. The request was denied. 

Case No. 2.—Mr. R, with salary of $11,130 per year, has 3 children. Mr. R. 
was assigned to Beirut where his children attended the American community 
school at a cost of $900 for the 3 for the period of 1 year. The following year 
the tuition was doubled at the school and he did not feel that he could afford the 
charge of $1,800. Rather than place the children in the American community 
school for that year, Mrs. R and the children returned to the United States, thus 
separating the family for a period of 1 year. 

Case No. 8.—Mr. H was assigned to London at a salary of $10,330 and had 3 
children of school age. The British schools point for British universities on a 
system wholly different from that in the United States. Mr. H thought that his 
two boys of high school age should attend an American school, especially as he 
had been out of the United States for a number of years. Each of the 2 boys 
won an $800 scholarship in his school in this country but. in addition to the 
scholarships, the cost to Mr. H was $2,200 per year for the 2 boys, excluding 
transportation to this country 

Case No. 4.—Mr. B, with salary of $12,200, was assigned to Manila and had 
4 children attending the American school there. The total cost per year for the 
4 children was $1,345. At this same post, Mr. L with salary of $5,313, had 3 
children of school age. He could not afford to send those children to the 
American school but had to enroll them in a lower quality ?hilippine school. 


This bill approaches this problem by providing for the assumption 
of a part of the educational costs by the State Department but at the 
same time making clear that the United States Government does not 
assume responsibility for providing an adequate education to the 
children of all Foreign Service personnel while stationed overseas. 
The Foreign Service family would have been entitled to the benefits 
of the United States public school system had it remained in the 
United States. The bill authorizes the payment of allowances to 
cover expenses incurred by Foreign Service personnel in obtaining 
educational services which are ordinarily provided without charge by 
public schools in the United States. 

Under the bill the Secretary must first determine whether assign- 
ment to a post abroad involves rae oscg 3 and necessary expenses 
for elementary and secondary education. If so, the Secretary may 
establish one or more allowances for the post. 





Y 
w 
: 
aa 
z 
z 
a 
2 
= 
re 
-) 
: 
Y 
a 
= 
z 
pa 





16 FOREIGN SERVICE ACT AMENDMENTS OF 1955 


For example, three allowances for elementary education may be in 
effect simultaneously at a post where no adequate local school is 


available. But no child could qualify for more than one such allow- 


ance. 

(1) One allowance may be established for educating children at the 
nearest adequate school. This allowance may not exceed tuition and 
any other charges which must be paid to obtain services provided free 
by public schools in the United States plus board and room and periodic 
transportation between the post ret the place where the schoo! is 
located. 

(2) Asecond allowance may be established for personnel who choose 
to send their children to a local school even though such local school is 
inadequate, provided the charges for this local school are less than the 
allowance for the nearest adequate school. 

(3) A third allowance may be established for the post for personnel 
who wish to educate their children by the use of correspondence courses 
if the necessary costs involved in the use of this type of instruction are 
less than the allowance for the nearest adequate school. 

The object in all cases is to permit the parent to retain complete 
freedom to educate his children in any way he pleases, but at the same 
time to make sure that the parent cannot make a profit by selecting a 
lower cost type of education than the maximum authorized for the 
post. 

The parent will be free at all times to send his children to any 
school he pleases, including a school in the United States. If he 
chooses a more expensive school, or one at a greater distance than 
provided for in his post educational allowance, he can collect the 
oer allowance but must pay all excess costs out of his own 
pocket. 


SECTION 11. TRAVEL ALLOWANCE TO OBTAIN AMERICAN EDUCATION 


If a Foreign Service officer or employee desires to provide an Amer- 
ican high school or college education for any of his dependents at his 
own expense, the bill authorizes payment of a travel allowance for one 
trip to the United States and return during high school, and another 
during college, so that the dependent may maintain a tie with his 
family. No educational allowance will be provided for any dependent 
to attend college. As pointed out above, the post educational allow- 
ance may be applied toward the cost of elementary or secondary edu- 
cation in the United States, but no educational allowance may be paid 
for a dependent for whom a travel allowance has been paid under 
this section. 


SECTION 12. MEDICAL EXAMINATION OF DEPENDENTS 


By this section, existing law (sec. 943) is amended so as to broaden 
the scope of periodical physical examinations now required for Foreign 
Service officials to include their dependents. This is done in recog- 
nition of the practical consideration that health problems of the 
various members of the family unit can have an important effect on 
the employee’s job performance. As explained by the Secretary of 
State in transmitting this legislation, a good deal of time and attention 
can be consumed by such problems and in the event that a dependent 
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has to be evacuated for medical care, it is sometimes necessary for 
humanitarian reasons to send the employee home also. Preemploy- 
ment and preassignment examinations of dependents should prevent 
many of these problems by avoiding the assignment of personnel with 
dependents who may become medical liabilities, or by encouraging 
employees to leave such dependents in the United States. This 
section also requires the Secretary of State to provide for the cost of 
administering inoculations and vaccinations to such dependents. 


SECTION 13. TECHNICAL AND CONFORMING CHANGES 


This section merely makes the necessary technical and conforming 
changes required by the bill. The deletion of the phrase ‘or 634” in 
section 432 (c) of the present law is required because section 633 as 
revised now covers the subject matter previously contained in both 
sections 633 and 634 relative to selection-out. Section 634 as revised 
relates only to selection-out benefits and is no longer pertinent in 
relation to section 432 (c). 


SECTION 14. EXISTING RULES AND REGULATIONS 


This section provides that existing rules and regulations applicable 
to the Foreign Service shall remain in effect until revoked or rescinded, 
or modified or superseded by regulations made in accordance with the 
provisions of this legislation, unless such existing rules or regulations 
are inconsistent with the provisions of this legislation. The purpose 
of this provision is to provide for an orderly transition and imple- 
mentation of the provisions of this legislation. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


FOREIGN SERVICE ACT OF 1946 


SALARIES AT WHICH FOREIGN SERVICE OFFICERS MAY BE APPOINTED 


[Sec. 413. (a) A person appointed as a Foreign Service officer of class 6 shall 
receive salary at that one of the rates provided for that class by section 412 which 
the Secretary shall, taking into consideration his age, qualifications, and experience, 
determine to be appropriate for him to receive. 

{(b) A person appointed as a Foreign Service officer of classes 1 through 5, 
inclusive, shall receive salary at the minimum rate provided for the class to which 
he has been appointed, except that until March 31, 1955, not more than five hun- 
dred persons may be appointed from the classified civil service or the Foreign 
Service reserve or Foreign Service staff at other than the minimam rate.] 

Sec. 418. A person appointed as a Foreign Service officer shall receive basic 
salary at one of the rates of the class to which he is appointed which the Secretary shall, 
taking into consideration his age, qualifications, and experience, determine to be appro- 
priate for him to receive. 

* * . * * * * 
* OTHER OFFICERS AND EMPLOYEES 

Sec. 432. (a) * * * 

* * * * * * * 
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(c) A Foreign Service officer promoted to a higher class shall receive salary at 
the rate prescribed in section 412 for the class to which he is promoted from the 
effective date of his appointment to such class. A Foreign Service officer pro- 
moted to a higher class during a recess of the Senate shall receive salary at the 
rate prescribed for the class to which he is promoted from the effective date of his 
appointment to such class until the end of the next session. If the Senate should 
reject or fail to confirm the promotion of such an officer during the session follow- 
ing the date of his promotion, the Foreign Service officer shall, unless he has be- 
come liable to separation in accordance with the provisions of section 633 [or 634], 
be automatically reinstated in the class from which he was promoted and receive 
the salary he was receiving prior to his promotion, such reinstatement to be effec- 
tive, in the event of rejection of the nomination, from the date of rejection; and 
in the event of the failure of the Senate to act on the nomination during the session 
following a promotion, from the termination of that session. 

. ~ * a ~ * * 


ADMINISTRATIVE ESTABLISHMENT OF SALARY DIFFERENTIALS 


(Sec. 443. Whenever the President shall find and declare that the rates of 
salary provided for Foreign Service staff officers and employees in section 415 
are inadequate for any positions allocated to any particular class or subclass, he 
may, under such regulations as he may prescribe, establish necessary schedules 
of differentials in the rates of salary prescribed for such classes or subclasses, but 
the differential in salary of a person holding any such position shall not exceed 
25 per centum of the salary he would otherwise receive. Such differentials shall 
be granted only with respect to positions at posts at which extraordinarily diffi- 
cult living conditions or excessive physical hardship prevail or at which notably 
unhealthful conditions exist. The Secretary shall prepare and maintain a list 
of such ee 

Sec. 443, The President may, under such regulations as he may prescribe, estab- 
lish rates of salary differential, not exceeding 25 per centum of basic salary, for Foreign 
Service officers, Reserve officers, and staff officers and employees assigned to posts 
involving extraordinarily difficult living conditions, excessive physical hardship, or 
notably unhealthful conditions. The Secretary shall prepare and maintain a list 
of such posts. 

* * * * * * * 


ADMISSION TO CLASSES 1, 2, 3, 4, AND 5 WITHOUT PRIOR SERVICE IN CLASS 6 


Sec. 517. A person who has not served in class 6 shall not be eligible for ap- 
pointment as a Foreign Service officer of classes 1 to 5, inclusive, unless he has 
passed [such written, oral, physical, and other examinations as the] comprehen- 
sive mental and physical examinations prescribed by the Board of Examiners for the 
Foreign Service [may prescribe] to determine his fitness and aptitude for the 
work of the Service; demonstrated his loyalty to the Government of the United 
States and his attachment to the principles of the Constitution; and rendered at 
least four years of actual service [immediately] prior to appointment in a posi- 
tion of responsibility in the [Service or in the Department or both] service of a 
Government agency, or agencies, except that, if he has reached the age of thirty-one 
years, the requirement as to service may be reduced to three years. After the 
date of enactment of the Foreign Service Act Amendments of 1955 and until other- 
wise provided by Act of Congress, not more than one thousand two hundred and fifty 
persons who have not served in class 6 may be appointed to classes 1 to 5, inclusive; 
7 Far persons, not more than forty may be appointed who were not employed on 

arch 1, 1955, in the Department, including its Foreign Service Reserve and For- 
eign Service Staff personnel, and who have not also served in a position of responsi- 
bility in the Department, or the Service, or both, for the abst y period prior to ap- 
pointment. 


* @ * * * 2 . 
APPOINTMENTS AND ASSIGNMENTS TO THE RESERVE 


Sec. 522. Whenever the services of a person who is a citizen of the United States 
and who has been such for at least five years are required by the Service, the 
Secretary may— 

(1) appoint as a Reserve officer for nonconsecutive periods of not more 
than Cfour] five rears each, a person not in the employ of the Government 
whom the Board of the Foreign Service shall deem to have outstanding 


qualifications [of a specialized character]; and 
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(2) assign as a Reserve officer for nonconsecutive periods of not more than 
[four] five years each a person regularly employed in any Government 
agency, subject, in the case of an employee of a Government agency, other 
than the Department of State, to the consent of the head of the agency 
concerned. 

* * > * * * * 


ASSIGNMENTS TO ANY GOVERNMENT AGENCY 


(Sec. 571. (a) Any officer or employee of the Service may, in the discretion of 
the Director General, be assigned or detailed for duty in any Government agency, 
such an assignment or combination of assignments to be for a period of not more 
than four years. He may not again be assigned for duty in a Government agency 
until the expiration of a period of time equal to his preceding tour of duty on 
such assignment or until the expiration of two years, whichever is the shorter.] 

Sec. 571. (a) Any officer or employee of the Service may, in the discretion of the 
Secretary, be assigned or detailed for duty in any Government agency, such an assign- 
ment or combination of assignments to be for a period of not more than four years 
except that under special circumstances the Secretary may extend this four-year peri 
for not more than four additional years. 

(b) A Foreign Service officer may be appointed as Director General, notwith- 
standing the provisions of the last sentence of paragraph (a) of this section, but 
any such officer may not serve longer than four years in such position or positions 
and upon the completion of such service may not again be assigned to a position 
in the Department until the expiration of a period of time equal to his tour of 
duty as Director General or until the expiration of two years, whichever is shorter. 

(c) If a Foreign Service officer shall be appointed by the President, by and with 
the advice and consent of the Senate, to a position in the Department, the period 
of his service in such capacity shall be construed as constituting an assignment for 
duty in the Department within the meaning of paragraph (a) of this section and 
such person shall not, by virtue of the acceptance of such an assignment, lose his 
status as a Foreign Service officer. Service in such a position shall not, however, 
be subject to the limitations concerning the duration of an assignment or concern- 
ing reassignment contained in that paragraph. 

(d) If the basic minimum salary of the position to which an officer or employee 
of the Service is assigned pursuant to the terms of this section is higher than the 
salary such officer or employee is entitled to receive as an officer or employee of 
the Service, such officer or employee shall, during the period such difference in 
salary exists, receive the salary of the position in which he is serving in lieu of his 
salary as an officer or employee of the Service. Any salary paid under the pro- 
visions of this section shall be paid from appropriations made available for the 
payment of salaries of officers and employees of the Service and shall be the salary 
on the basis of which computations and payments shall be made in accordance 
with the provisions of title VIII. 

(e) The salary of an officer or employee assigned pursuant to the terms of this 
section shall be paid from appropriations made available for the payment of salaries 
of officers and employees of the Service. Such appropriations may be reimbursed, 
however, when the Secretary enters into reimbursement agreements with heads of 
Government agencies for all or any part of the salaries of officers or employees assigned 
to such agencies and payment is received pursuant thereto, or when an officer or 
employee of the Service is assigned to a position the salary of which is payable from 
other funds available to the Department. 

a € * x * * * 


(roREIGN SERVICE OFFICERS IN CLASSES 2 AND 8 


[Sec. 633. The Secretary shall prescribe the maximum period during which 
Foreign Service officers in classes 2 or 3 shall be permitted to remain in such 
classes without promotion. Any officer who does not receive a promotion to a 
higher class within that period shall be retired from the Service and receive retire- 
ment benefits in accordance with the provisions of section 821. 


({rorEicn SERVICE OFFICERS IN CLASSES 4 AND 5 


[Sec. 634. (a) The Secretary shall prescribe the maximum B ine during 
which Foreign Service officers in classes 4 or 5 shall be permitted to remain in 
such classes without promotion. Any officer who does not receive a promotion 
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to a higher class within that period shall be retired from the Service and receive 
benefits as follows: 

[(1) One-twelfth of a year’s salary at his then current salary rate for each 
year of service and proportionately for a fraction of a year, payable without 
interest, in three equal installments on the Ist day of January following the 
—on retirement and on the two anniversaries of this date immediately following; 
an 

({(2) A refund of the contributions made to the Foreign Service Retirement and 
Disability Fund, with interest thereon at 4 per centum, compounded annually, 
except that in lieu of such refund such officer may elect to receive retirement 
benefits on reaching the age of sixty-two, in accordance with the provisions of 
section 821. In the event that an officer who was separated from class 4 and who 
has elected to receive retirement benefits dies before reaching the age of sixty-two, 
his death shall be considered a death in service within the meaning of section 832. 
In the event that an officer who was separated from class 5 and who has elected 
to receive retirement benefits dies before reaching the age of sixty-two, the total 
amount of his contributions made to the Foreign Service Retirement and Disability 
Fund, with interest thereon at 4 per centum, compounded annually, shall be 
paid in accordance with the provisions of section 841. 

{(b) Notwithstanding the provisions of section 3477 of the Revised Statutes 
(31 U. S. C. 203) or the provisions of any other law, a Foreign Service officer who 
is retired in accordance with the provisions of this section shall have the right 
to assign to any person or corporation the whole or any part of the benefits 
receivable by him pursuant to paragraph (a) (1) of this section. Any such 
assignment shall be on a form approved by the Secretary of the Treasury and a 
copy thereof shall be deposited with the Secretary of the Treasury by the officer 
executing the assignment. ] 
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SELECTION-OUT 


Sec. 638. (a) The Secretary shall prescribe regulations concerning— 

(1) the maximum period during which any Foreign Service officer below the 
or of career minister shall be permitted to remain in class without promotion; 
an 

(2) the standard of performance which any such officer must maintain to 
remain in the Service. 

(b) Any Foreign Service officer below the class of career minister who does not 
receive a promotion to a higher class within the specified period or who fails to meet 
the standard of performance required of officers of his class shall be retired from the 
Service and receive benefits in accordance with the provisions of section 634. 


SELECTION-OUT BENEFITS 


Sec. 634 (a) Any Foreign Service officer in classes 1, 2, or 3 who is retired from 
the Service in accordance with the provisions of section 633 shall receive retirement 
benefits in accordance with the provisions of section 821. 

(b) Any Foreign Service officer in classes 4 or 5 who is retired from the Service in 
accordance with the provisions of section 633 shall receive— 

(1) one-twelfth of a year’s salary at his then current salary rate for each year 
of service and proportionately for a fraction of a year, but not exceeding a total 
of one year’s salary at his then current salary rate, payable without interest, in 
three equal installments on the 1st day of January following the officer’s retire- 
ment and on the two anniversaries of this date immediately following; and 

(2) a refund of the contributions made to the Foreign Service Retirement and 
Disability Fund, with interest thereon at 4 per centum, compounded annually, 
except that in lieu of such refund such officer may elect to receive retirement benefits 
on reaching the age of sixty-two, in accordance with the provisions of section 821. 
In the event that an officer who was separated from class 4 and who has elected to 
receive retirement benefits before reaching the age of sixty-two, his death shall 
be considered a death in service within the meaning of section 832. In the event 
that an officer who was separated from class 5 and who has elected to receive 
retirement benefits dies before reaching the age of sixty-two, the total amount of his 
contributions made to the Foreign Service Retirement and Disability Fund, with 
interest thereon at 4 per centum, compounded annually, shall be paid in accordance 
with the provisions of section 841. 

(c) Notwithstanding the provisions of section 3477 of the Revised Statutes, a8 
amended (31 U.S. C. 203), or the provisions of any other law, a Foreign Service officer 
who is retired in accordance with the provisions of section 633 shall have the right 
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to assign to any person or corporation the whole or any part of the benefits receivable 
by him pursuant to paragraph (b) (1) of this section. Any such assignment shall 
be on a form approved by the Secretary of the Treasury and a copy thereof shall be 
deposited with the Secretary of the Treasury by the officer executing the assignment. 

* * * * * . * 


ANNUITANTS 


Sec. 804. Annuitants shall be persons who are receiving annuities from the 
Fund on the effective date of this Act, persons who shall become entitled to 
receive annuities in accordance with the provisions of sections 519, 631, 632, 
[633,] 634, 636, 637, 831, 832, and 833, and all widows and beneficiaries of 
pty who are entitled to receive annuities in accordance with the terms 
of this title. 


* s o * * * * 


PRIOR SERVICE CREDIT 


Sec. 852. (a) A participant may, subject to the provisions of this section, 
include in his period of service— 

(1) service performed as a civilian officer or employee of the Government 
prior to becoming a participant; and 

(2) active military or naval service in the Army, Navy, Marine Corps, 
Air Force, or Coast Guard of the United States. 

(b) A person may obtain credit for prior service by making a special contribu- 
tion to the Fund equal to 5 per centum of his annual salary for each year of service 
for which credit is sought subsequent to July 1, 1924, with interest thereon to 
date of payment compounded annually at 4 per centum, except that no special 
contributions shall be required for periods of active military or naval service in the 
Army, Navy, Marine Corps, Air Force, or Coast Guard of the United States prior 
to becoming a participant. Any such participant may, under such conditions as 
may be determined in each instance by the Secretary, pay such special contribu- 
tions in installments during the continuance of his service. 


EXTRA SERVICE CREDIT FOR SERVICE AT UNHEALTHFUL POSTS 


Src. 853. The President may from time to time establish a list of places which 
by reason of climatic or other extreme conditions are to be classed as unhealthful 
posts, and each year of duty subsequent to January 1, 1900, at such posts inclusive 
of regular leaves of absence, of participants thereafter retired, shall be counted 
as one year and a half, and so on in like proportion in reckoning the length of 
service for the purpose of retirement, fractional months being considered as full 
months in computing such [service.] service, but no such extra credit for service at 
such unhealthful posts shall be credited to any participant who shall have been paid 
a salary differential in accordance with section 443, as amended, for such service 
performed subsequent to the date of enactment of the Foreign Service Act Amendments 
of 1955. [The President may at any time cancel the designation of any places 
as unhealthful without affecting any credit which has accrued for service at such 
posts prior to the date of the cancellation. ] 


> * * * * * * 


ATTACHMENT OF MONEYS 


Sec. 864. None of the moneys mentioned in this title shall be assignable either 
in law or equity, or be subject to execution, levy, attachment, garnishment, or 
other legal process, except as provided in section 634 [(b)] (0). 


* a * * * * * 


QUARTERS, COST OF LIVING, AND REPRESENTATION ALLOWANCES 


Sec. 901. In accordance with such regulations as the President may prescribe 
and notwithstanding the provisions of section 1765 of the Revised Statutes (5 
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U. 8. C. 70), the Secre 
Service who is a citizen of the United States— 
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is authorized to grant to any officer or employee of the 


(1) allowances, wherever Government owned or rented quarters are not 
available, for living quarters, heat, light, fuel, gas, and electricity, including 
allowances for the cost of lodging at temporary quarters, incurred by an 
officer or employee of the Service and the members of his family upon first 
arrival at a new post, for a period not in excess of three months after such 
first arrival or until the occupation of residence quarters, whichever period 
shall be shorter, up to but not in excess of the aggregate amount of the per 
diem that would be allowable to such officer or employee for himself and the 
members of his family for such period if they were in travel status; 

(2) cost-of-living allowances, whenever the Secretary shall determine— 

(i) that the cost of living at a post abroad is proportionately so high 
than an allowance is necessary to enable an officer or employee of the 
Service at such post to carry on his work efficiently; 

(ii) that extraordinary and necessary expenses, not otherwise com- 
pensated for, are incurred by an officer or employee of the Service incident 
to the establishment of his residence at [his post of assignment] any 

ost of assignmen’ abroad or at a post of assignment in the continental 
nited States between assignments to posts abroad; 

(iii) that an allowance is necessary to assist an officer or employee of 
the Service who is compelled by reason of dangerous, notably unhealth- 
ful, or excessively adverse living conditions at his post abroad or for 
the convenience of the Government to meet the additional expense of 
maintaining his wife and minor children elsewhere than in the country 
of his assignment; 

(wv) that extraordinary and necessary expenses, not otherwise compen- 
sated for, must be incurred by an officer or employee of the Service, by reason 
of his service abroad, in providing for adequate elementary and secondary 
education for his dependents; allowances under this subparagraph for any 
post shall not exceed the cost of obtaining such educational services as are 
ordinarily provided without charge by the public schools of the United States 

lus, in those cases where adequate schools are not a ailable at the post, 
oard and room, and periodic transportation between the post and the 
nearest locality where adequate schools are available; if any such officer or 
employee employs a less expensive method of providing such education, any 
allowance paid to him shall be reduced accordingly; no allowance shall be 
ay under this subparagraph for a dependent for whom a tratel allowance 
been paid under section 911 (9); 

(3) allowances in order to provide for the proper representation of the 

United States by officers or employees of the Service. 


* os * * * * ” 


GENERAL PROVISIONS 


Sec. 911. The Secretary may, under such regulations as he shall prescribe, 


pay 


(1) the travel expenses of officers and employees of the Service, including 
expenses incurred while traveling pursuant to orders issued by the Secretary 
in accordance with the provisions of section 933 with regard to the granting 
of home leave; 

(2) the travel expenses of the members of the family of an officer or 
employee of the Service when proceeding to or returning from his post of 
duty; accompanying him on authorized home leave; or otherwise traveling 
in accordance with authority granted pursuant to the terms of this or any 
other Act; 

(3) the cost of transporting the furniture and household and personal 
effects of an officer or employee of the Service to his successive posts of duty 
and, on the termination of his services, to the place where he will reside; 

(4) the cost of storing the furniture and household and personal effects 
of an officer or employee of the Service who is absent under orders from his 
usual post of duty, or who is assigned to a post to which, because of emergency 
conditions, he cannot take or at which he is unable to use, his furniture and 
household and personal effects; 

(5) the cost of storing the furniture and household and personal effects of 
an officer or employee of the Service on first arrival at a post for a period 
not in excess of three months after such first arrival at such post or until 
the establishment of residence quarters, whichever shall be shorter; 
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(6) the travel expenses of the members of the family and the cost of trans- 
ean the personal effects and automobile of an officer or employee of the 

rvice, whenever the travel of such officer or employee is occasioned by 
changes in the seat of the government whose capital is his post; 

(7) the travel expenses and transportation costs incident to the removal 
of the members of the family of an officer or employee of the Service and 
his furniture and household and personal effects, including automobiles, from 
a post at which, because of the prevalence of disturbed conditions, there is 
imminent danger to life and property, and the return of such persons, furni- 
ture, and effects to such post upon the cessation of such conditions; or to 
such other post as may in the meantime have become the post to which 
such officer or employee has been assigned. 

(8) the cost of preparing and transporting to their former homes in the 
continental United States or to a place not more distant, the remains of an 
officer or employee of the Service who is a citizen of the United States and 
of the members of his family who may die abroad or while in travel [status.] 
status; 

(9) the travel expenses incurred by an officer or employee of the Service who 
is assigned to a foreign post, in transporting dependents to and from United 
States ports of entry designated by the Secretary, to obtain an American second- 
ary or college education, not to exceed one trip each way for each dependent for 
the purpose of obtaining each type of education. 


. * * * * * * 
PHYSICAL EXAMINATIONS AND COSTS OF INOCULATIONS 


Sec. 943. The Secretary shall, under such regulations as he may prescribe, 
provide for the periodic physical examination a 
Service who are citizens of the United States, and their dependents, including exam- 
inations necessary to establish disability or incapacity in accordance with the pro- 
visions of section 831, and for the cost of administering inoculations or vaccinations 
to such officers or employees, and their dependents, 


officers and employees of the 


O 





n 
= 
: 
ow 
Zz 
g 
= 
2 
2 
_ 
~) 
= 
Y 
a 
= 
z 
> 












847TH CoNGREsS } HOUSE OF REPRESENTATIVES | REPORT 
1st Session No. 237 


—_—— 








EMERGENCY RICE ALLOTMENTS FOR 1955 





Marcu 18, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cootey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 4647] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 4647) to amend the rice marketing quota provisions of the 
Agricultural Adjustment Act of 1938, as amended, having considered 


the same, report favorably thereon with amendments and recommend 
that the bill do pass. 


The amendments are as follows: 

Page 1, lines 4 and 5, strike out the following: “a new para- 
graph (3)”’. 

Page 1, line 4, strike out the comma after the word “thereof” and 
insert “two new paragraphs,”’. 

Page 2, line 8, strike out the quotation marks and insert: 

(4) The reserve acreage made available for 1955 in any State for apportionment 
to farms operated by persons who have not produced rice during the preceding 
5 years or on which rice has not been planted in the preceding 5 years shall not 


be less than five hundred acres; and the additional acreage necessary to provide 


such minimum reserve acreages shall be in addition to the National and State 
acreage allotments. 


STATEMENT 


The purpose of H. R. 4647 is to bring some measure of relief to rice 
farmers now confronting severe hardships due to a sharp reduction in 
the 1955 acreage for this important food crop. 

This bill increases each of the State acreage allotments for rice in 
1955 by 5 percent and contains a provision to remedy special con- 
ditions relating to new growers in South Carolina and Oklahoma. 

Need for this action has developed, not through any fault of farmers, 
but from application of acreage allotments necessitated by increased 
supplies of rice and a constantly changing international situation. 
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2 EMERGENCY RICE ALLOTMENTS FOR 1955 


The committee points out that as recently as 1953 the Department 
of State and the Department of Defense were encouraging larger rice 
production in the United States by emphasizing the importance of 
this food to our policies in the Far East. 

Rice acreage allotments, in effect in 1950, were abandoned as the 
Korean conflict brought demands for larger production. At the end 
of that conflict our supplies began to accumulate. 

The Secretary of Agriculture last December proclaimed a national 
rice acreage allotment of 1,859,099 acres for the 1955 crop, a 24.7 
percent reduction from the 2,475,000 acres planted in 1954, and he 
called for marketing quotas for the rice produced on the restricted 
1955 acreage. Growers voted approval of the quotas in an effort to 
bring their production into line with domestic and world demand for 
rice. 

Subsequently it became evident in the ricegrowing States that so 
large a reduction in 1 year would result in inequities and in severe 
hardships for many growers. This legislation seeks to cushion the 
economic shock to these growers by a more gradual downward 
adjustment of allotted acreage. 

This is the same consideration given to wheat and cotton farmers in 
legislation previously enacted by the Congress to provide a more 
gradual reduction of acreages in these crops. 

The growth of importance of rice in the agriculture of our country 
is indicated by the fact that our production of rough rice over the past 
20 years has increased from 17,800,000 hundredweight in 1935 to 
59,100,000 in 1954, and the United States now is the third largest 
exporter of rice. 

It is important that we prevent undue economic strain on our 
farmers who have brought about this growth of production in this 
food crop. 

While it is recognized that H. R. 4647 will not alleviate all hard- 
ships among growers, it will afford very substantial relief with only a 
small increase in overall rice production. 

Moreover, the committee points out that with the increase in 
acreage provided by this bill the production of rice in the United States 
will be approximately 47 million hundredweight against an estimated 
domestic and export disappearance of 53 million, meaning that in the 
1955 crop year our accumulations of rice should be reduced by about 
6 million hundredweight. 

The following table shows for each State affected by the bill: 
(col. 1) 1954 planted rice acreage; (col. 2) 1955 State rice acreage 
allotments; (col. 3) 1955 State allotments increased by 5 percent, and 
(col. 4) additional acreage resulting from 5-percent increases in 1955 
State allotments. 
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EMERGENCY RICE ALLOTMENTS FOR 1955 3 


Rice: Comparison between 1955 State acreage allotments and proposed increased 1955 
State acreage allotments as relaied to 1954 State plantings 
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ANALYSIS OF THE BILL 


The new paragraph (3) added to section 353 (ec) will require an 
increase of 5 percent in the 1955 rice acreage allotment for each State 
receiving a rice allotment. In States where State allotments are allo- 
cated to the counties, the additional allotment will be allocated on 
the same basis as the previously determined 1955 allotment, except 
that there will be no adjustment for trends in county allotments. 

The new paragraph (4) added by the bill will apply to only two 
States—South Carolina and Oklahoma. Its purpose is to provide 
an allotment of 500 acres for each of these States to be used to the 
extent needed for new ricegrowers in those States who have prepared 
for production in 1955 but otherwise would be unable to obtain a 
1955 acreage allotment. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is in italics; existing law in which no change is 
proposed is shown in roman): 
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EMERGENCY RICE ALLOTMENTS FOR 1955 


AGRICULTURAL ADJUSTMENT ACT OF 1938 


* * * * * * * 


TITLE III—PARITY PAYMENTS, CONSUMER SAFEGUARDS, AND 
MARKETING QUOTAS 
* * * * * * 
Szc. 353. * * * 
(c) Notwithstanding any other provisions of this Act— 

(1) If farm acreage allotments are established by using past production 
of rice on the farm and the acreage allotments previously established for 
the farm in lieu of past production of rice by the producer and the acreage 
allotments previously established for owners or operators, the State acreage 
allotment shall be apportioned among counties in the State on the same 
basis as the national acreage allotment is apportioned among the States and 
the county acreage allotments shall be apportioned to farms on the basis of 
the applicable factors set forth in subsection (b) of this section: Provided, 
That the State committee may reserve not to exceed 5 per centum of the 
State allotment, which shall be used to make adjustments in county allot- 
ments for trends in acreage and for abnormal conditions affecting plantings; 

(2) Any acreage planted to rice in excess of the farm acreage allotment 
shall not be taken into account in establishing State, county, and farm acre- 
age allotments (7 U. 8S. C. 1353 (e)). 

(3) Each of the State acreage allotments for 1955 heretofore proclaimed by the 
Secretary shall be increased by five per centum. In any State having county 
acreage allotments for 1955 the increase in the State allotment shall be appor- 
tioned among counties in the State on the same basis as the State allotment was 
heretofore apportioned among the counties, but without regard to adjustments for 
trends in acreage. The increases in the county acreage allotments and the in- 
creases in the State allotments, where county allotments are not determined, shall 
be used to establish farm acreage allotments which are fair and reasonable in 
relation to the applicable allotment factors i in subsection (b) of this sec- 
tion and to correct inequities and prevent hardships. 

(4) The reserve acreage made available for 1955 in any State for apportion- 
ment to farms operated by persons who have not produced rice during the pre- 
ceding 5 years or on which rice has not been slsnted tn the preceding 5 years shall 
not be less than five hundred acres; and the additional acreage necessary to provide 


such minimum reserve acreages shall be in addition to the National and State 
acreage allotments. 
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BURLEY TOBACCO ACREAGE ALLOTMENTS AND 
MARKETING QUOTAS 





Marcu 18, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 


{To accompany H. R. 4951] 


The Committee on Agriculture, to whom was referred the bill (H. 
R. 4951) directing a redetermination of the national marketing quota 
for burley tobacco for the 1955-56 marketing year, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 


Page 1, line 4, strike out “the” and insert ‘The’. 
Page 2, line 12, strike out “burley” and insert “Burley”. 


_ Page 3, line 9, strike out the semicolon and the word “and” and 
insert a period. 


Page 3, line 10, strike out “(4)” and insert “Sec. 2”’. 
Page 3, following line 23 insert the following new sections: 


Sec. 3. Section 313 (g) of the Agricultural Adjustment Act of 1938, as amended, 
is amended by adding immediately after the first sentence thereof a new sentence 
to read as follows: “Any acreage of tobacco harvested in excess of the farm 
acreage allotment for the year 1955, or any subsequent crop shall not be taken 
into account in establishing State and farm acreage allotments.” 

Sec. 4. The last sentence of section 313 (gz) of the Agricultural Adjustment 
Act of 1938, as amended, is amended by adding in the last sentence thereof 
immediately following the language “if proof of the disposition of any amount 
of tobacco is not furnished as required by the Secretary” the language “‘or if any 
producer on the farm files, or aids or acquiesces in the filing of, any false report 
with respect to the acreage of tobacco grown on the farm required by regulations 
issued pursuant to this Act’’. 

_ Sec. 5. Section 314 (a) of the Agricultural Adjustment Act of 1938, as amended, 
is hereby amended, effective July 1, 1955, with respect to flue-cured tobacco, and 
October 1, 1955, with respect to other kinds of tobacco, by striking out the figure 
“50” therein and inserting in lieu thereof the figure “75”. 


55006 
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2 BURLEY TOBACCO ACREAGE ALLOTMENTS AND MARKETING QUOTAS 


STATEMENT 


The purpose of this bill is to make adjustments in the tobacco acre- 
age allotment and marketing quota law, particularly with reference to 
burley tobacco, that it is hoped will prevent an acreage reduction in 
1956 which, it has been estimated, might run as high as 50 percent of 
the present burley tobacco acreage. 

The major changes made by the bill are— 

(1) A direction to the Secretary of Agriculture to redetermine 
the 1955-56 burley marketing quota on the basis of the latest 
available statistics and to conduct a new referendum to determine 
whether or not burley producers favor acceptance of the new 

uota; 
“ (2) Authority, in making the redetermination of 1955-56 
quotas, to reduce by an amount not exceeding one-tenth of an 
acre the existing burley allotments which are seven-tenths of an 
acre or less but more than five-tenths of an acre; 

(3) Makes a permanent amendment to the burley tobacco 
law establishing a new minimum acreage allotment; 

(4) Provides, with respect to all tobacco, that acreage harvested 
in excess of the farm acreage allotment shall not be taken into 
account in establishing future acreage allotments; 

(5) Provides that hereafter if a producer makes a false report 
of the acreage of tobacco grown on his farm, the amount of the 
misstatement shall be deducted from his next year’s allotment; 

(6) Provides, with respect to all tobacco, that the penalty will 
be increased from 50 percent to 75 percent of the previous season's 
average price. 

For the past 2 or 3 years it has been apparent that the Department 
of Agriculture was having difficulty in maintaining supplies of burley 
tobacco in reasonable balance with demand under the existing pro- 
visions of law. The carryover of old crop burley tobacco on October 1, 
1954, was 1,198 million pounds. Adding to this a 1954 crop estimated 
at 670 million pounds makes a total supply of approximately 1,868 
million pounds, which is equivalent to about a 3% years disappearance 
at the normal rate of use. A supply of approximately 2.8 years 
disappearance is considered normal. 

There are a number of factors which have contributed to the 
difficulty being experienced with the burley tobacco program. One 
of these is the exceedingly high proportion of growers with very smal! 
acreage allotments. Department officials estimate that approxi- 
mately 64 percent of the 320,000 farmers wing burley tobacco 
have allotments of seven-tenths of an acre or By Under the present 
provisions of law none of these small allotments can be further reduced. 

Another factor contributing to the situation is that under existing 
provisions of law acreage planted in excess of the farm marketing 
quota could be counted in the production history of the farm in 
establishing future acreage allotments. Apparently some growers 
have found it profitable to pay the 50-percent penalty imposed on 
the tobacco grown on the excess acreage for the purpose of acquiring 
additional history and thus increasing their future allotments. 

The situation in burley tobacco has been brought to a head by what 
appears to have been a substantial underestimation of the 1954 
burley tobacco crop in the November 1, 1954, crop report. The law 
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BURLEY TOBACCO ACREAGE ALLOTMENTS AND MARKETING QUOTAS 3 


requires that tobacco quotas must be proclaimed not later than 
December 1. Using the estimate then available of burley tobacco 
production for 1954 of 582 million pounds, the Department announced 
a 1955 burley tobacco quota reduced approximately 10 percent from 
the 1954 acreage. Since that time the burley crop has gone to market 
and the latest available figures indicate a crop of approximately 
670 million pounds, some 88 million pounds more than was estimated 
at the time the 1955 quota was determined. 

Had these latest estimates of the 1954 crop been available at the 
time the quota was determined on November 26, 1954, the cut in 
acreage for 1955 would have been approximately 25 to 30 percent 
instead of the 10 percent cut which was announced. 

Department officials estimated at the committee hearing that 
unless an additional reduction in burley acreage is authorized and 
made for 1955, it may be necessary to reduce burley acreage by as 
much as 50 percent in 1956. 

In an effort to find some way out of the situation which had devel- 
oped, the Department of Agriculture called a meeting on January 13, 
1955, in Lexington, Ky., of representatives of producers from the 
eight principal burley tobacco producing States. A later meeting 
was held in the same city on January 26, 1955. 

Following these meetings, Department officials formulated five 
recommendations for remedial legislation which were transmitted to 
the committee on the first day of its hearings on these bills. Following 
is the text of the Department’s recommendations: 


1. The act be amended to permit redetermination of the 1955 national marketing 
quota and State and farm acreage allotments for burley tobacco on the basis of 
data now available. 

2. The rate of penalty on the marketing of excess tobacco be increased from 50 
to 75 percent of the average market price during the previous year. 

3. Amend the act to provide that any acreage of tobacco harvested in excess 
of the allotted acreage for any farm for any year shall not be considered in the 
establishment of the allotment for the farm in succeeding years. 

4. Amend the act to require a reduction in the acreage allotment next established 
for a farm if any person connected with the farm causes, aids, or acquiesces in 
filing or causing to be filed any report with respect to the acreage of tobacco 
grown on the farm which the county committee determines to be false. 

We wish to direct the committee’s attention to another serious problem which 
applies only to burley tobacco. That relates to minimum allotments. We 
estimate that about 64 percent of the 320,000 farms having burley allotments 
have allotments of seven-tenths of an acre or less. If this minimum is maintained, 
it will necessitate drastic reductions in the allotments above the minimum. 
It is suggested that the committee may want to give careful consideration to the 
many ee relating to minimum farm acreage allotments. 

5. ere is one other suggestion we have, which does not apply to burley 
tobacco since growers have consistently approved quotas for 3-year periods. 
However, on some other kinds of tobacco, quotas have been approved one year 
and then oy, yer for the next year. We recommend that the act be amended 
to eliminate the provision whereby growers may vote for quotas either for 3 years 
or 1 year and provide for voting only on the question of quotas for 3 years. This 
proposal does not apply to burley tobacco where growers always approve quotas 
for 3-year periods. This would eliminate the expense of establishing allotments 
and conducting referenda in areas where growers are opposed to marketing quotas. 
Further, it would prevent losses to Commodity, since a sound price-support 
program cannot be operated on an in-one-year-and-out-the-next basis. 


The bill reported herewith follows the first four of the Department’s 
recommendations. Recommendation No. 5, relating to voting on 
quotas for 3 years or 1 year, has not been acted upon at this time. 

The bill reported herewith (H. R. 4951, by Mr. Abbitt) originally 
related only to the redetermination of the 1955 marketing quota and 
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4 BURLEY TOBACCO ACREAGE ALLOTMENTS AND MARKETING QUOTAS 


a permanent change in the minimum acreage allotment for burley 
tobacco. As reported, the bill has been amended by addition thereto, 
as separate sections, the provisions of three other bills: H. R. 4756 
by Mr. Watts, relating to history credit for excess acreage; H. R. 4757 
by Mr. Watts, relating to the filing of false reports; and H. R. 4989 
by Mr. Jennings, increasing the marketing penalty. 


ANALYSIS OF THE BILL 
Section 1 


This section directs the Secretary of Agriculture to redetermine the 
national marketing quota for burley tobacco for the 1955-56 marketing 
year on the basis of the latest available statistics of the Federal 
Government and to reallot the new quota. In applying the 25-percent 
limitation on reductions in paragraph 1, the committee intends that the 
usual practice of rounding fractions shall be followed. Burley tobacco 
farm allotments of seven-tenths of an acre or less, but more than 
five-tenths of an acre, may be reduced in the reallocation but not to 
exceed one-tenth of an acre. After making the reallocation, the Secre- 
tary will conduct a new referendum on the quotas, as revised, giving 
burley producers an opportunity to accept or reject the 1955-56 
quotas as revised. Rejections of the revised quotas would result in 
no quotas and no price support for the 1955 crop of burley. Following 
is the text of the two sections of the burley tobacco regulations 
referred to in paragraph 1: 


§ 725.619 Reduction of acreage allotment for violation of the marketing quota 
regulations for a prior marketing year. (a) If tobacco was marketed or was per- 
mitted to be marketed in any marketing year as having been produced on the 
acreage allotment for any farm which in fact was produced on a different farm, 
the acreage allotments established for both such farms for 1955 shall be reduced 
as provided in this section, except that such reduction for any such farm shall not 
be made if the county committee determines that no person connected with such 
farm caused, aided, or acquiesced in such marketing. 

(b) TLe operator of the farm shall furnish complete and accurate proof of the 
disposition of all tobacco produced on the farm at such time and in such manner 
as will insure payment of the penalty due at the time the tobacco is marketed 
and, in the event of failure for any reason to furnish such proof, the acreage 
allotment for the farm shall be reduced, except that if the farm operator estab- 
lishes to the satisfaction of the county and State committees that failure to furnish 
such proof of disposition was unintentional on his part and that he could not 
reasonably have been expected to furnish accurate proof of disposition, reduction 
of the allotment will not be required if the failure to furnish proof of disposition 
is corrected and payment of all additional penalty is made. 

(c) Any such reduction shall be made with respect to the 1955 farm acreage 
allotment, provided it can be made at least 30 days prior to the beginning of the 
normal planting season for the county in which the farm is located as determined 
by the State committee. If the reduction cannot be so made effective with respect 
to the 1955 allotment such reduction shall be made with respect to the farm 
acreage allotment next established for the farm where the reduction can be maie 
within the time specified above. This section shall not apply if the allotment for 
any prior year was reduced on account of the same violation. 


(d) The amount of reduction in the 1955 allotment shall be that percentage 
which the amount of tobacco involved in the violation is of the respective farm 
marketing quota for the farm for the year in which the violation occurred. 
Where the amount of such tobacco involved in the violation equals or exceeds 
the amount of the farm marketing quota the amount of reduction shall be 100 
percent. The amount of tobacco determined by the county committee to have 
been falsely identified or for which satisfactory proof of disposition has not been 
furnished shall be considered the amount of tobacco involved in the violation. 
If the actual production of tobacco on the farm is not known, the county com- 
mittee shall estimate such actual production, taking into consideration the con- 











a. te me! oe a Pe ee 


ona m -—-- » 


Tn @& 








irley 
reto, 
4756 
4757 
4989 


e the 
eting 
deral 
reent 
at the 
bacco 
than 
iot to 
Secre- 
riving 
55-56 
ult in 
owing 
ations 


9 quota 
‘as per- 
on the 
t farm, 
reduced 
hall not 
th such 


f of the 
manner 
arketed 
acreage 
r estab- 
furnish 
yuld not 
duction 
position 


acreage 
ig of the 
ermined 
1 respect 
he farm 
be maie 
ment for 


reentage 
ive farm 
yecurred. 
- exceeds 
ll be 100 
» to have 
not been 
violation. 
nty com- 
the con- 





BURLEY TOBACCO ACREAGE ALLOTMENTS AND MARKETING QUOTAS 5 


dition of the tobacco crop during production, if known, and the actual yield per 
acre of tobacco on other farms in the locality on which the soil and other physical 
factors affecting the production of tobacco are similar: Provided, That the esti- 
mate of such actual production of tobacco on the farm shall not exceed the 
harvested acreage of tobacco on the farm multiplied by the average actual yield 
on farms in the locality on which the soil and other physical factors affecting the 
production of tobacco are similar. The actual yield of tobacco on the farm as so 
estimated by the county committee multiplied by the farm acreage allotment 
shall be considered the farm marketing quota for the purposes of this section. 
In determining the amount of tobacco for which satisfactory proof of disposition 
has not been shown in case the actual production of tobacco on the farm is not 
known, the amount of tobacco involved in the violation shall be deemed to be the 
actual production of tobacco on the farm, estimated as above, less the amount 
of tobacco for which satisfactory proof of disposition has been shown. 


(e) If the farm involved in the violation is combined with another farm prior: 


to the reduction, the reduction shall be applied to that portion of the allotment 
for which a reduction is required under paragraph (a) or (b) of this section. 

(f) If the farm involved in the violation has been divided prior to the reduc- 
tion, the reduction shall be applied to the allotments for the divided farms as 
required under paragraph (a) or (b) of this section. 


ACREAGE ALLOTMENTS AND NORMAL YIELDS FOR OLD FARMS 


§ 725.616 Determination of 1955 preliminary acreage allotments for old farms. 
The preliminary acreage allotment for an old farm shall be the 1954 allotment 
with the following exceptions: 

(a) If the acreage of tobacco harvested on the farm in each of the three years 
1952-54 was less than 75 percent of the farm acreage allotment for each of such 
years, the preliminary allotment shall be the larger of (1) the largest acreage of 
tobacco harvested on the farm in any one of such three years, or (2) the average 
acreage of tobacco harvested on the farm in the five years 1950-54: Provided, 
That any such preliminary allotment shall not exceed the 1954 allotment for such 
farm or be less than 0.1 acre. 

(b) If the county committee determines that failure to harvest as much as 
75 percent of the acreage allotted to the farm during any one of the three years 
1952-54 was due to (1) service in the armed forces on the part of labor regularly 
engaged in producing tobacco on the farm prior to entry into the armed forces, 
or (2) black shank infestation on the farm, the preliminary allotment for the farm 
shall be the 1954 allotment. 

(c) If no 1954 allotment was established for the farm, the preliminary allotment 
shall be the smaller of (1) the average acreage of tobacco harvested on the farm 
in the five years 1950-54, or (2) the acreage obtained by mulitplying the farm’s 
average acreage for the five years 1950-54 by the ratio of the farm’s actual yield 
to the 1954 county average yield: Provided, That such preliminary allotment 
shall not be less than 0.1 acre. 

(d) If the acreage of tobacco harvested on the farm in 1954 exceeded the 1954 
allotment by more than 10 percent, the preliminary allotment shall be the 1954 
allotment plus the smaller of (1) one-fifth of the excess acreage, or (2) the acreage 
obtained by multiplying one-fifth of the excess acreage by the ratio of the farm’s 
actual yield to the 1954 county average yield. 

(e) The preliminary allotments determined under paragraph (ec) or (d) of this 
section shall not exceed the smallest of (1) the acreage indicated by cropland, 
(2) 20 percent of the acreage of cropland on the farm in the case of flue-cured 
tobaceo, or (3) the acreage capacity of curing barns located on the farm and 
suitable for curing tobacco, which in the case of flue-cured tobacco shall be 3.5 
acres per barn: Provided, That no preliminary allotment shall be reduced below 
the 1954 allotment because of these factors or be less than 0.1 acre. 


(f) The preliminary allotment shall not exceed 80 percent of the acreage of 
cropland on the farm. 


Section 2 


This section makes a permanent change in the minimum acreage 
allotment for burley tobacco, establishing the new minimum as the 
smallest of (1) the allotment established for the farm for the immedi- 
ately preceding year, (2) five-tenths of an acre (instead of seven- 
tenths), or (3) 10 percent of the cropland (instead of 25 percent). 
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6 BURLEY TOBACCO ACREAGE ALLOTMENTS AND MARKETING QUOTAS 


Section 3 


This section provides that excess tobacco acreage for the years 1955 
and thereafter shall not be taken into consideration as part of the 
farm history in establishing future acreage allotmente. 


Section 4 


This section provides that if any tobacco producer files, or aids or 
acquiesces in the filing of, any false report with respect to the acreage 
of tobacco grown on his farm, the next acreage allotment for the farm 
shall be reduced by the same percentage as the amount of misstate- 
ment in the report. 


. Section 6 


Section 5 changes the marketing penalty on tobacco produced in 
excess of the soaptvsie quota from 50 percent to 75 percent of the 
average market price for such tobacco for the preceding marketing 
year. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is in italics; existing law in which no change is 
proposed is shown in roman): 


PUBLIC LAW 528, EIGHTY-SECOND CONGRESS 
(66 Stat. 597; 7 U. S. C. 1315) 


* * * Fnotwithstanding any other provision of law, the farm acreage allot- 
ment for burley tobacco for any year shall not be less than the smallest of (1) 
the allotment established for the farm for the immediately preceding year, (2) 
seven-tenths of an acre, or (3) 25 per centum of the cropland: Provided, however, 
That no allotment of one acre or less shall be reduced more than one-tenth of 
an acre in any one year. The additional acreage required under this Act shall 
be in addition to the State acreage allotments sad the production on such acreage 
shall be in addition to the national marketing quota. This provision shall be 
effective for 1953 and subsequent crops. ] 

The farm acreage allotment for burley tobacco for any year shall not be less than 
the smallest of (1) the allotment established for the farm for the immediately preceding 
year, (2) five-tenths of an acre, or (8) 10 per centum of the cropland: Provided, how- 
ever, That no allotment of seven-tenths of an acre or less shall be reduced more than 
one-tenth of an acre in any one year. The additional acreage required under this 
Act shall be in addition to the State acreage allotments and the production on such 
acreage shall be in addition to the national marketing quota. 


AGRICULTURAL ADJUSTMENT ACT OF 1938 
7 ~ * > + * * 


TITLE III—PARITY PAYMENTS, CONSUMER SAFEGUARDS, AND 
MARKETING QUOTAS 


* * * * * * * 


Sxc. 313 * * * 

(g) Notwithstanding any other provision of this section. the Secretary on the 
basis of average yield per acre of tobacco for the State during the 5 years last 
preceding the year in which the national marketing quota is proclaimed, adjusted 
for abnormal conditions of production, may convert the State marketing quota 
into a State acreage allotment, and allot the same through the local committees 
among farms on the basis of the factors set forth in subsection (b), using past 
acreage (harvested and diverted) in lieu of the past marketing of tobacco; and the 
Secretary on the basis of the national average yield during the same period, 
similarly adjusted, may also convert into an acreage allotment the amount reserved 
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from the national quota pursuant to the provisions of subsection (c), and on the 
basis of the factors sect forth in subsection (c) and the past tobacco experience 
of the farm operator, allot the same through the local committees among farms on 
which no tobacco was produced during the last 5 years. Any acreage of tobacco 
harvested in excess of the farm acreage ailotment for the year 1955 or any subsequent 
crop shall not be taken into account in establishing State and farm acreage allotments. 
Except for farms last mentioned or a farm operated, controlled, or directed by a 
person who also operates, controls, or directs another farm on which tobacco is 
produced, the farm-acreage allotment shall be increased by the smaller of (1) 20 
per centum of such allotment or (2) the percentage by which the normal yield of 
such allotment (as determined through the local committees in accordance with 
regulations prescribed by the Secretary) is less than 3,200 pounds, in the case of 
flue-cured tobacco, and 2,400 pounds in the case of other kinds of tobacco: Pro- 
vided, That the normal yield of the estimated number of acres so added to farm 
acreage allotments in any State shall be considered as a part of the State marketing 
quota in applying the proviso in subsection (a). The actual production of the 
acreage allotment established for a farm pursuant to this subsection shall be the 
amount of the farm marketing quota. If any amount of tobacco shall be marketed 
as having been produced on the acreage allotment for any farm which in fact was 
produced on a different farm, the acreage allotments next established for both 
such farms shall be reduced by that percentage which such amount was of the 
respective farm marketing quota, except that such reduction for any such farm 
shall not be made if the Secretary through the local committees finds that no 
person connected with such farm caused, aided, or acquiesced in such marketing; 
and if proof of the disposition of any amount of tobacco is not furnished as required 
by the Secretary or 1f any producer on the farm files, or aids or acquiesces in the 
filing of, any false report with respect to the acreage of tobacco grown on the farm 
required by regulations issued pursuant to this Act, the acreage allotment next 
established for the farm on which such tobacco is produced shall be reduced by a 
percentage similarly computed. 
* * * * * * “ 

Sec. 314. (a) The marketing of any kind of tobacco in excess of the marketing 
quota for the farm on which the tobacco is produced shall be subject to a penalty 
of [50] 75 per centum of the average market price (calculated to the nearest 
whole cent) for such kind of tobacco for the immediately preceding marketing 
year. Such penalty shall be paid by the person who acquired such tobacco from 
the producer but an amount equivalent to the penalty may be deducted by the 
buyer from the price paid to the producer in case such tobacco is marketed by 
sale; or, if the tobacco is marketed by the producer through a warehouseman or 
other agent, such penalty shall be paid by such warehouseman or agent who may 
deduct an amount equivalent to the penalty from the price paid to the producer: 
Provided, That in case any tobacco is marketed directly to any person outside the 
United States the penalty shall be paid and remitted by the producer. If any 
producer falsely indentifies or fails to account for the disposition of any tobacco, 
an amount of tobacco equal to the normal yield of the number of acres harvested 
in excess of the farm-acreage allotment shall be deemed to have been marketed 
in excess of the marketing quota for the farm, and the penalty in respect thereof 
shall be paid and remitted by the producer. Tobacco carried over by the pro- 
ducer thereof from one marketing year to another may be marketed without pay- 
ment of the penalty imposed by this section if the total amount of tobacco avail- 
able for marketing from the farm in the marketing year from which the tobacco 
is carried over did not exceed the farm marketing quota established for the farm 
for such marketing year (or which would have been established if marketing 
quotas had been in effect for such marketing year), or if the tobacco so carried 
over does not exceed the normal production of that number of acres by which 
the harvested acreage of tobacco in the calendar year in which the marketing 
year begins is less than the farm-acreage allotment. Tobacco produced in a cal- 
endar year in which marketing quotas are in effect for the marketing year begin- 
ning therein shall be subject to such quotas even though it is marketed prior to 
the date on which such marketing year begins, 
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DEPARTMENT OF THE INTERIOR AND RELATED 
AGENCIES APPROPRIATION BILL, 1956 





Marcu 21, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Kirwan, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 5085) 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 


Department of the Interior and related agencies for the fiscal year 
1956. 


APPROPRIATIONS AND ESTIMATES 


The bill provides regular annual appropriations for the Department 
of Interior (except Bonneville Power Administration, Bureau of Recla- 
mation, Southeastern Power Administration, and Southwestern Power 
Administration) and for other related agencies. The budget esti- 
mates for the items provided for in the bill may be found in the 1956 


budget document (H. Doc. No. 16) on the pages indicated in the 
following table: 


Budget 

Docu- 

ment 

item Pages 
Department of the Interior__.....-- 736, 739-743, 746-758. 770-796, 815-818 
and 825-830 
a sell a at Se ty i a lee tts aon Seca 743 
Federal Coal Mine Safety Board of Review_..............---- ; 116 
on REE E seve) Dera none eal RE NES ae teenie eee 358-365, and 438 
ROUUNIIA  eOina C em NN a 126 
Jamestown-Williamsburg- Yorktown Celebration Commission ___------~--- 129 
National Capital Planning Commission______...._......----.------- 133-135 
aS BB eee cata Siig ale at Stine Pa che eae gE 147-148 
Woodrow Wilson Centennial Celebration Commission _.......-.------- 171 
TI SU nS ee tabadenecceens 819-824 
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INTERIOR DEPARTMENT APPROPRIATIONS, 1956 


SUMMARY OF THE BIL 


A tabulation is presented at the end of this report detailing appro- 
henge: for 1955, the budget estimates for 1956, the amounts in the 

ill for 1956, and a comparison of the amounts recommended in the 
bill with the appropriations for 1955 and the estimates for 1956. A 
summary of the totals follows: 


Budget estimates for 1956. _...--...-------------.---.--2--.-- $313, 353, 056 

Recommended in the accompanying bill_........-....----..-.- 298, 271, 246 

Reduction under the budget estimates..................------. 15, 081, 810 

Reduction under 1955 appropriations_-................---.---. 3, 203, 380 
REVENUES 


The activities of a number of the Bureaus for which appropriations 
are made in the accompanying bill produce revenues. Some of these 
revenues are distributed, in accordance with law, to the States and 
counties and to activities of the Bureaus, some are appropriated, 
and others go into the general funds of the treasury. It is of interest 
to note that these revenues are estimated at $315,357,000 in 1956, 
a sum which exceeds the total of the appropriations recommended in 
the bill by $17,085,754, and that $180,763,400 of the revenues derived 
go to the Treasury general fund. 


TITLE I—DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
RESEARCH IN UTILIZATION OF SALINE WATER 


The budget estimate of $400,000 is recommended for this research 
program for the development of low-cost processes for converting 
saline water to fresh water in quantities sufficient for municipal, 
industrial, and agricultural uses. 


OIL AND GAS DIVISION 


The budget request of $390,000 for the activities of this division 
including Enforcement of the Connally Hot Oil Act has been 
allowed. The budget proposed a continuation of two separate appro- 
priations, one for the Oil and Gas Division and the other for Enforce- 
ment of Connally Hot Oil Act. Since these activities are related the 
two appropriations have been consolidated under this heading. 


OFFICE OF THE SOLICITOR 


The Committee recommends the budget estimate of $2,525,000 
for legal activities throughout the Department. This is $44,000 less 
than the amount available in the current year. 


OFFICE OF MINERALS MOBILIZATION 


The proposed appropriation of $250,000 is a reduction of $50,000 
in the budget estimate of $300,000. This is a new office being organ- 
ized to provide coordination and advice to the Federal Government 
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in all phases of metals and minerals, both in the United States and 
abroad, and to assure adequate development, distribution and utiliza- 
tion of the minerals resources and facilities to meet civilian and mili- 
tary requirements. The amount allowed should be sufficient until 


experience has shown more clearly the scope and magnitude of the ac- 
tivities of the office. 


Bureau or LAND MANAGEMENT 
MANAGEMENT OF LANDS AND RESOURCES 


The budget estimate of $13,400,000 has been allowed for the activi- 
ties under this heading. This is an increase of $1,137,000 above the 
appropriations for the current year and will permit increases in the 
soil and moisture program and in land leasing and disposal activities. 

The attention of the Committee has been directed to the urgent need 
for additional land leasing and disposal personnel in the State of 
Nevada. With the increase in funds provided for these activities the 
Committee expects the Bureau to assign sufficient personnel at the 
proper locations within this State to meet effectively the increasing 
workload. 

The Committee directs that a study be made as to the feasibility of 
transferring the Squaw-Butte Experimental Station to the Depart- 
ment of Agriculture. The work at this station parallels research 


activities of the Forest Service and possibly should be integrated 
with that program. 


CONSTRUCTION 


The budget request of $2,500,000 has been reduced to $2,300,000. 
This reduction appears warranted since the actual costs of constructing 
access roads in the Oregon and California Railroad revested grant 
lands have been running considerably under the Bureau estimates. 


Bureau or Inpian AFFAIRS 
EDUCATION AND WELFARE SERVICES 


The budget estimate of $41,675,000 is recommended for the activ- 
ities under this heading. This is an increase of $4,614,332 above the 
amounts available in the current fiscal year. It is estimated that the 
increase will permit the Bureau to place an additional 5,100 children 
in school, provide foster home care for an additional 368 and relocate 
off of reservations an additional 2,500 Indians. It is anticipated 
that substantially all Indian children in the continental United States 
who are eligible and willing to avail themselves of schooling will be in 
school during the 1956 fiscal vear. 


RESOURCES NIANAGEMENT 


The bill includes $12,332,000 for the management of resources, a 
reduction of $200,000 in the budget estimate of $12,532,000 and 
$431,045 below the amounts available in the current fiscal year. The 
reduction below the current year figure results from the transfer of 
appropriations previously carried under this heading to other appro- 
riation items. The budget figure includes increases of $1,000,000 
or soil and moisture conservation on Indian lands, $674,934 for 
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management of trust property, and $439,024 for repair and mainte- 
nance of buildings and utilities. 

The reduction of $200,000 in the budget estimate is applied to the 
funds programmed for administration of the Indian Loan Fund and 
is to be compensated by the application of the same amount from the 
cash balance in the fund. Language has been included in the bill to 
permit use of these funds. 


CONSTRUCTION 


The Committee recommends an appropriation of $2,847,356 for the 
construction of buildings, utilities, and irrigation systems during the 
fiscal year 1956. This is a reduction of $5,000,000 in the budget 
estimate of $7,847,356. The construction program set forth in the 
justifications is approved and can be carried forward with the amount 
allowed plus the unobligated balances of previously appropriated 
funds which should be available at the end of the current fiscal year. 


ROAD CONSTRUCTION AND MAINTENANCE (LIQUIDATION OF CONTRACT 
AUTHORIZATION) 


The budget estimate of $7,000,000 has been provided for the Indian 
Bureau. road construction and maintenance program authorized by 
the Federal-Aid Highway Act of 1954. 


GENERAL ADMINISTRATIVE EXPENSES 


The budget estimate of $2,600,000 is recommended for the activities 
under this heading. This is an increase of $140,000 above the amounts 
programmed for 1955 to handle additional workload in the field 
offices. 

GroLoGicaL SURVEY 


SURVEYS, INVESTIGATIONS AND RESEARCH 


The Committee recommends the budget estimate of $26,285,000 
for the activities of the Geological Survey. This is an increase of 
$550,000 above the amounts available during the current year, which 
increase includes an additional $200,000 for matching the funds 
allocated by the various states to cooperative water resources investi- 
gations, and $200,000 for plans and specifications for a new building 
or buildings for the Survey in Washington, D.C. The remaining por- 
tion of the increase results from transfer of functions from the Bureau 
of Mines. 

Bureau or MINEs 


CONSERVATION AND DEVELOPMENT OF MINERAL RESOURCES 


The Committee has allowed the budget estimate of $12,893,000 
for minerals resources conservation and development. This is a re- 
duction of $607,000 below the amounts available in the current fiscal 
year. The reduction is due to the closing of the oil shale demonstra- 
tion plant at Rifle, Colorado. The Committee was advised that the 
research at this plant has been carried to the point where private 
industry has interested itself in the possibility of commercial plants 
for the production of gasoline and petroleum products from oil shale. 

Within the budget feiss of $12,893,000 an increase of $200,000 1s 
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ed for anthracite research, $425,000 for coal-to-gas research, 
and $125,000 for operation of the new Morgantown, West Virginia 
laboratory. 
HEALTH AND SAFETY 


The budget estimate of $5,000,000 is recommended for the Health 


and Safety —— This is the same amount as the appropriation 
for the fiscal year 1955. 


GENERAL ADMINISTRATIVE EXPENSES 


The Committee recommends the budget estimate of $970,000, a 
reduction of $30,000 below the amount available in the current fiscal 
year. ‘The reduction is due to the transfer of the funds used for legal 
services to the appropriation for the Solicitor’s Office. 


NATIONAL ParK SERVICE 
MANAGEMENT AND PROTECTION 


The budget estimate of $9,800,000 is recommended for the activities 
under this heading. This is an increase of $701,610 above the appro- 
priation for the current fiscal year. The increase will provide for the 
employment of an additional 179 uniformed personnel, minor increases 
in other park area personnel, visitor services and state cooperation 
activities. 

The Committee directs that the plan proposed for charging fees to 
the users of the Blue Ridge Parkway be reviewed again and that no 
action be taken to impose fees for this purpose until the Committee 
has had further opportunity to review the matter. 


MAINTENANCE AND REHABILITATION OF PHYSICAL FACILITIES 


The bill includes $8,950,000, the amount of the budget estimate, for 
the maintenance of roads, trails, buildings, utilities, and other facilities 
in the National Park and monument areas. This is an increase 
of $525,000 above the appropriation for fiscal year 1955. The in- 
crease is distributed to 110 different park and monument areas. 


CONSTRUCTION 


An appropriation of $3,725,000 is recommended. This is a re- 
duction of $1,000,000 below the budget estimate. Based on experi- 
ence of the last several years, unobligated balances which will be 
available at the end of this fiscal year should be enough to offset this 
reduction. The program as set forth in the justifications is approved 
and in addition funds are to be applied to certain projects as follows: 


ere Tn, WO ea fase eciseecnbeotace pecescase $75, 000 
Cape Hatteras, North Carolina, Silver Lake Harbor pier and dock 
weconetraction 3 pied. 6 62s. 8 tities vusektnns dcntiede meus deus 100, 000 
Hot Springs, Arkansas, for buildings alterations. .............------- 235, 000 
Isle Royal, Michigan, for structures only _.-.-.....--.-..----------- 150, 000 


It is the Committee’s wish that very careful review be made of the 
circumstances affecting the contract for the new figure for the vega 
monument at Yorktown, Virginia, and that equity be assured wi 
respect to payments under this contract. 


74008°—57 H. Rept., 84-1, vol. 2——61 
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CONSTRUCTION (LIQUIDATION OF CONTRACT AUTHORIZATION) 


The budget estimate of $20,000,000 has been allowed for the con- 
struction and improvement of roads and trails in the National Park 
system as authorized by the Federal-Aid Highway Act, 1954. 


GENERAL ADMINISTRATIVE EXPENSES 


The Committee has allowed the budget estimate of $1,175,000 for 
the activities under this heading, an increase of $91,000 above the 
funds available in the current fiscal year. Within the amount 
budgeted, increases are wi ryee for the establishment of an addi- 
tional regional office in Philadelphia, Pa. as pr tate by the Bureau 
and for strengthening the other four regional o to permit greater 
decentralization of responsibilities. 


Fis anp WILDLIFE SERVICE 
MANAGEMENT OF RESOURCES 


The budget estimate for management of fish and wildlife resources 
activities is $6,728,500. ‘The Committee recom’ nends an appropria- 
tion of $6,650,000, a reduction of $78,500 in the budget estimate, but 
an increase of $349,000 above the funds available for the fiscal year 
1955. The increase is principally for maintenance and increased 
production at fish hatcheries. The reduction in the budget estimate 
is to apply to the river basin studies activity for which an increase of 
$237,000 was requested. 


INVESTIGATIONS OF RESOURCES 


The budget estimate of $3,977,000 is recommended. This is a 
reduction of $150,000 below the amounts available for the current 
fiscal year, which reduction is more than amply compensated by the 
ae appropriation for research activities made in the recent 

Itonstall-Kennedy Act. A total of $10,000 is to be used from the 
funds available under this heading for blackbird control work in the 
state of New Jersey. 


CONSTRUCTION 


An appropriation of $140,000 was requested for the construction of 
fish and wildlife facilities. The program as outlined in the justifica- 
tion is cen and it is believed that it can be carried forward with 
previously appropriated funds which will remain unobligated at the 
end of this fiscal year. 

In accordance with the request made by the Bureau at the time of 
the hearings the funds programmed for the Frankfurt, Ky. hatchery 
and not now necessary because of savings in construction costs during 
the current fiscal year, may be transferred to Millen, Georgia for con- 
struction of additional hatchery facilities at that location. 


GENERAL ADMINISTRATIVE EXPENSES 


The Committee recommends the budget estimate of $760,000 for 
general administrative expenses. This is an increase of $35,000 above 
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the funds available during the current fiscal year and will provide for 
new positions in faa is pa offices to which additional responsibilities 
are being decentralized. 


Orricse oF TERRITORIES 
ADMINISTRATION OF TERRITORIES 


An appropriation of $2,600,000 is recommended. This is a reduc- 
tion of $24,000 in the budget estimate and a reduction of $800,000 
below the funds available for the current fiscal year. The reduction 
below the current year funds is due to the elimination of appropria- 
tions for activities in the Virgin Islands, resulting directly from the 
new organic legislation in the 83rd Congress. OF the total 
reduction in the budget estimate $17,000 has been applied to the 
general administration item and $5,000 to the increase requested for 
American Samoa. 


TRUST TERRITORY OF THE PACIFIC ISLANDS 


The Committee recommends an appropriation of $4,000,000 for the 
Trust Territory of the Pacific Islands, a reduction of $1,000,000 in the 
budget estimate of $5,000,000 and the same amount below the appro- 
priation for the current year. Language has been inserted in the bill 
to make available an additional $1,000,000 of surplus funds resultin 
from the liquidation of the Island Trading Company so that the tota 
program set out in the budget justifications can be accomplished. 


ALASKA PUBLIC WORKS 


The budget request for the construction of public works in Alaska 
was $5,000,000. This appropriation has been disallowed since the 
unobligated balances of previously appropriated funds should be 
sufficient to carry on the 1956 program as set out in the justifications. 
This program is approved. 


CONSTRUCTION OF ROADS, ALASKA 


An appropriation of $4,800,000 has been allowed, a reduction of 
$3,000,000 below the budget estimate and $3,200,000 below the 1955 
appropriation. The program as set out in the justifications is ap- 
proved and it is believed it can be handled with the amount allowed 
plus the unobligated balance of previously appropriated funds which 
will remain available on June 30, 1955. 


OPERATION AND MAINTENANCE OF ROADS, ALASKA 


The budget estimate of $3,500,000 is recommended. This is the 
same amount as is available during the current fiscal year. 


CONSTRUCTION, ALASKA RAILROAD 


The budget estimate of $4,100,000 has been allowed to complete 
st rehabilitation of the Seward-Portage section of the Alaska Rail- 
TO; . 
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ADMINISTRATION, DEPARTMENT OF THE INTERIOR 


SALARIES AND EXPENSES 


The Committee recommends an appropriation of $2,065,000, a 
reduction of $16,000 in the budget estimate and $265,000 below the 
amount available in the current fiscal year. The reduction below 
the current year appropriation is the result of transfer of funds for 
the Solicitor’s Office from this appropriation. In making the reduc- 
tion in the budget the Committee has disallowed the entire increase 
which was requested for the Division of Security. 


TITLE II—RELATED AGENCIES 
Commission oF Fine Arts 
SALARIES AND EXPENSES 


The budget estimate of $21,200 has been provided for the activities 
of the Commission of Fine Arts. This is the same amount as is 
available in the current fiscal year. 


FreperAL Coat Mine Sarety Boarp or Review 


SALARIES AND EXPENSES 


The Committee has allowed the budget estimate of $70,000 for 
the Board’s activities in hearing and ruling on appeals from orders 
of the Bureau of Mines looking to the closing of operating coal mines 
in the matter of safety enforcement. This is a reduction of $5,000 
below the amount available during the current fiscal year. 


DEPARTMENT OF AGRICULTURE 
FOREST SERVICE-——-SALARIES AND EXPENSES 


The budget estimate of $49,853,000 has been allowed for the activi- 
ties of the Forest Service under this heading. This is a decrease of 
$1,245,000 in the amounts available during the fiscal year 1955. 
This decrease reflects partial completion of a stepped-up program for 
spruce budworm control for which funds are included in the Second 
Supplemental Appropriation Act, 1955. 

Within the budget estimate increases have been provided as follows: 
(1) $800,000 for increasing timber sales which will result in esti- 
mated revenue increases of $10,000,000 during the fiscal year 1956; 
(2) $200,000 for additional sanitary facilities in campground areas in 
the national forests; (3) $750,000 for bringing the fire prevention forces 
up to full strength on certain selected forests for the purpose of study- 
ing the economics of full protection in terms of fire losses; (4) $125,000 
for additional fire protection in the Southern California area; and 
(5) $200,000 for watershed protection research work on 15 additional 

rojects. 
2 The increase of $750,000 for fire protection on certain selected forests 
is offset in the budget by a reduction of $750,000 in the emergency 
fire fighting funds, which are customarily su plemented if the cost of 
fighting fires during a given fiscal year is underestimated. 

Of the $2,570,000 programmed for white pine blister rust control 
$330,000 is to be used for control work on State and private lands. 
This amount will restore the program on such lands to the 1954 level. 
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FOREST ROADS AND TRAILS 


The budget estimate of $24,000,000 has been provided for the con- 
struction and maintenance of forest roads and trails as authorized by 
the Federal-Aid Highway Act of 1954. 


STATE AND PRIVATE FORESTRY COOPERATION 


The budget proposed $9,600,000 for the cooperative programs of 
the Forest Service with state and private interests. This was a 
reduction of $1,083,690 below the 1955 appropriation for the same 
purpose. It was proposed to apply this reduction to the state cooper- 
ative program for fire control. The Committee has restored these 
funds and recommends the same appropriation as for the fiscal year 
1955, amounting to $10,683,690. 


COOPERATIVE RANGE IMPROVEMENTS 


The budget proposed that $280,000 of the receipts from grazing 
fees be used for range improvements during fiscal year 1956. The 
Committee has increased this amount to $400,000 in order to con- 
tinue the program at the same level as for the current fiscal year. 
From the testimony received by the Committee during the hearings 
it is convinced that these additional funds can be used effectively in 
improving the range lands under jurisdiction of the Forest Service. 


Inp1AN Criatms ComMISSION 


The budget estimate of $119,500 is recommended for the Commis- 
sion’s activities in settling Indian claims. This is an increase of 
$2,500 above the funds available for the current fiscal year and will 
provide for some additional travel and incidental expenses in the 
conduct of the Commission’s work. 


JAMESTOWN-WILLIAMSBURG-YORKTOWN CELEBRATION COMMISSION 


The budget estimate of $100,000 has been allowed. This is the 
same amount as appropriated for the fiscal year 1955, and provides 
a total of Federal funds equivalent to that which has been appro- 
priated by the State of Virginia for development of the 1957 celebra- 
tion of the founding of Jamestown and the winning of American 
independence at Yorktown. 


Natronat Capirat PLannina ComMIssion 
SALARIES AND EXPENSES 


The budget estimate for salaries and expenses for the National 
Capital Planning Commission was $200,000. The Committee has 
allowed $143,000, a reduction of $57,000 in the budget estimate, and 
$200,000 below appropriations for 1955. Increases requested in the 
budget estimate for 1956 have been disallowed. 


UNIVERSITY OF MICHIGAN LIBRARIES 
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LAND ACQUISITION 


The bill contains $500,000 for the acquisition of lands in the District 
of Columbia, Maryland, and Virginia. This is a reduction of $400,000 
ai below the budget estimate of $900,000. 
Age The Committee has eliminated $56,150 which was a een for 
2 the acquisition of lands adjacent to the C. & O. Canal in the vicinity 
of Nebraska Avenue known as Palisades Park Flats. In addition, 
funds for the acquisition of lands for a Southwest neighborhood park, 
amounting to $197,350 have been deleted. The acquisition of lands 
in this area for public use must necessarily be tied into the overall 
program for redevelopment of the Southwest area. It would be 
premature to acquire such land until the total project plan has been 
agreed upon. e remaining $146,500 of the reduction should be 
ree ange wad unobliga balances of previously appropriated 
funds which will be available at the end of this fiscal year. The pro- 
gram as set forth in the justifications with the two exceptions noted is 
approved and the agency is authorized to proceed with the proposed 
acquisitions making use of whatever funds are available under this 
heading during the fiscal year 1956. 
















SMITHSONIAN INSTITUTION 







SALARIES AND EXPENSES 


The budget estimate of $4,000,000 has been allowed for the activities 
of the Smithsonian Institution during the next fiscal year. This is an 
increase of $1,000,000 above the amounts available in 1955 and will 
permit the orderly continuation of the program started in 1954 for 
renovation of exhibits and buildings. The increase will also permit the 
employment of an additional 31 guards for the protection of the 
— exhibits which are tolned at approximately one billion 

ollars. 








NATIONAL GALLERY OF ART 





The bill includes funds in the amount of the budget estimate 
totalling $1,355,000 for salaries and expenses for the National Gallery 
of Art which is an increase of $55,000 above the appropriation for the 
fiscal year 1955. This increase will permit the opening of additional 
exhibit areas in the last quarter of the fiscal year. 







Wooprow Wriison CENTENNIAL CELEBRATION COMMISSION 


The Committee recommends the budget estimate of $10,000 for 
expenses of this Commission appointed the President to arrange 
the 100th anniversary celebration of the birth of Woodrow Wilson in 
Staunton, Virginia during 1956, as authorized by the Act of August 30, 
1954. 
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TITLE HI—VIRGIN ISLANDS CORPORATION 


GRANTS 


The budget estimate of $390,000 has been allowed for application 
against opening losses of the corporation and for continuation of the 
so! 


forestry and conservation program on the lands owned by the 
corporation. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in the bill are ‘sdcniieniot™ 


Page 10, beginning in line 2, under Tribal Funds, Bureau of Indian 
Affairs: 


, including $200,000 from funds to the credit of the Indians of California as defined 
and enrolled under the Act of May 18, 1928 (44 Stat. 602), as amended, the successors 
in interest to claims against the United States as therein provided, for payment of 
compensation and expenses heretofore or hereafter incurred by attorneys prosecuting 
the claims of the Indians of California before the Indian Claims Commission under 
contracts approved by the Secretary; 


Page 21, beginning in line 7, under Trust Territory of the Pacific 
Islands: 


and in addition $1,000,000 shall be transferred to this appropriation from the balance 
in the account of the Island Trading Company of Micronesia on December 31, 1954: 


Page 39, beginning in line 11, under Smithsonian Institution: 


: Provided, That the Secretary may, in accordance with such policies as the Board of 
Regents may from time to time prescribe, employ such technical and professional 
ert age (not to exceed five) as he may deem necessary for the discharge of the responsi- 

ilities of the Smithsonian Institution under the Act creating it, and, subject to the 
approval of the Civil Service Commission, fiz their rates of compensation at not more 
than that provided for grade GS-18, 
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84TH CONGRESS i HOUSE OF REPRESENTATIVES | REPORT 


1st Session No. 240 





CONSIDERATION OF H. R. 4941 





Marcu 21, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Triste, from the Committee on Rules, submitted the following 


REPORT 


(To accompany H. Res. 181] 


The Committee on Rules, having had under consideration House 


Resolution 181, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 241 





MENTAL HEALTH STUDY ACT OF 1955 





Marcu 21, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered td be printed 





Mr. Priest, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany H., J. Res. 256] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the joint resolution (H. J. Res. 256) providing for an 
objective, thorough, and nationwide analysis and reevaluation of the 
human and economic problems of mental illness, and for other pur- 
poses, having considered the same, report favorably thereon without 
amendment and recommend that the joint resolution do pass. 


PURPOSE OF LEGISLATION 


The purpose of the legislation is to authorize the Surgeon General, 
upon the recommendation of the National Advisory Mental Health 
Council (established by the National Mental Health Act), to make 
grants for the carrying out of a coordinated program of research and 
study of all aspects of the resources, aushiade and practices for 
diagnosing, treating, caring for, and rehabilitating the mentally ill. 
Such grants would be made to nongovernmental organizations com- 
poe of representatives of leading national medical and other pro- 
essional associations and agencies active in the field of mental health. 

The joint resolution would authorize to be appropriated for the 
fiscal year ending June 30, 1956, the sum of $250,000, and the sum 
of $500,000 for each of the 2 succeeding fiscal years. Under the terms 
of the grants, the research and study must be completed within 3 
years from the date it is inaugurated. Annual reports and the final 
report must be filed by the grantee with the Congress, the Surgeon 
General, and the governors of the several States. 

Grantees are authorized to accept—and it is anticipated that they 


will secure—additional financial support from private or other public 
sources, 
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Your committee through its Subcommittee on Health and Science 
held extensive hearings on the legislation. The legislation has the 
unanimous support of all the witnesses who appeared in the course of 
the hearings. These witnesses included: 

Secretary Oveta Culp Hobby, Department of Health, Educa- 
tion, and Welfare. 

Dr. Leonard A. Scheele, Surgeon General. 
ener H. Felix, Director, National Institute of Mental 

ealth. 

29 Winfred Overholser, superintendent, St. Elizabeths Hos- 
pital. 

Pit Chester S. Keefer, special assistant for Health and Medical 
airs. 

Mr. Mike Gorman, executive director, National Mental Health 
Committee. 

Dr. Daniel Blain, medical director, American Psychiatric Asso- 
ciation. 

Dr. Harvey J. Tompkins, Director, Psychiatry and Neurology 
Service, Department of Medicine and Surgery, Veterans’ Ad- 
ministration. 

Dr. David B. Allman, chairman, committee on legislation, 
American Medical Association. 

Dr. Leo H. Bartemeier, chairman, Council on Mental Health, 
American Medical Association. 

Dr. George S. Stevenson, national and international consult- 
ant, National Association for Mental Health. 

Dr. Francis J. Braceland, chief psychiatrist, Institute of Living, 
Hartford, Conn., and member of the Task Force on Federal Medi- 
cal Services of the Commission on Organization of the Executive 
Branch of the Government (Hoover Commission). 

Dr. Fillmore H. Sanford, executive secretary, American Psycho- 
— Association. 

Mr. Joseph Curran, chairman of the CIO social-security com- 
mittee. 

The report in support of the legislation submitted by the Depart- 
ment of Health, Education, and Welfare which is printed below, 
pointed to an ambiguity in the language of House Joint Resolution 
230 on which hearings were held. In order to clarify this language a 
clean bill, House Joint Resolution 256, was introduced. 

The Department suggested that the legislation should make certain 
that the responsibility for the development of a coordinated program 
should belong to the prospective grantee or grantees and not to the 
Surgeon General. House Joint Resolution 256 provides that— 

* * * such grants may be made to one or more organizations, but only on 
condition that the organization will undertake and conduct, or if more than one 
organization is to receive such grants, only on condition that such organizations 
have agreed among themselves to undertake and conduct, a coordinated program 


of research into and study of all aspects of the resources, methods, and practices 
referred to in paragraph (1). 


REASONS FOR LEGISLATION 


The reasons for the legislation are set forth at considerable length 
in the preamble and in section 2 of the joint resolution. The country 
is badly in need of a comprehensive and realistic nationwide review 
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and reappraisal of the resources, methods, and practices currently 
utilized in diagnosing, treating, caring for, and rehabilitating the 
mentally ill, both within and outside of institutions. Growing out of 
such review and reappraisal should be the development of a number 
of recommendations for better utilization of our resources and improve- 
ments in methods of prevention, diagnosis, treatment, care, and reha- 
bilitation. It is hoped that these recommendations, if put into effect 
energetically, will result in a marked reduction in the incidence and 
duration of mental illness, and, as a consequence, in a lessening of 
economic losses and human suffering. 


PRESENT STATE OF MENTAL ILLNESSES 


A few facts with regard to the present state of mental illnesses in 
the United States demonstrate why the mental health problem is in 
— respects the most urgent of the health problems which we face 
today: 

(ly Nine million Americans, or 6 percent of our total population, 
have serious mental disorders. 

(2) Seven hundred and fifty thousand mentally ill Americans are 
now being hospitalized on any given day. 

(3) Forty-seven percent of the Nation’s hospital beds are occupied 
by mental patients. Ninety-eight percent of these beds are tax 
supported. 

(4) One out of every twelve Americans born today will spend part 
of his life in a mental hospital. 

(5) The direct annual cost of mental illness to the taxpayers of the 
Nation, including pensions to mentally ill veterans, is over $1 billion. 
This cost has been increasing at a rate of $100 million a year. 

(6) The 48 States carry a tax burden of half a billion dollars in 
caring for mental illnesses. In the State of New York, for example, 
the mental health budget for the current year amounts to $158 million, 
or 35 percent of the Empire State’s operating budget. 

(7) The Federal Government spends $628 million annually (exclu- 
sive of construction costs) on the care and treatment of mentally ill 
veterans; $397 million for compensation, and $200 million for hospital 
care—are the 2 largest items. 

(8) As of January 1, 1955, there were 57,376 mentally ill veterans 
in hospitals of the Veterans’ Administration, and an additional 16,578 
mentally ill veterans were on the waiting list for admission to Veterans’ 
Administration hospitals. By 1960, it is estimated, there will be 
112,000 psychotic veterans in need of hospitalization. 

While these figures show the staggering needs which we must meet 
in the field of mental illnesses, a quick look at our resources shows a 
terrifying gap in meeting these needs. 

(1) The need for full-time psychiatrists in State mental institutions 
throughout the Nation is met only about 50 percent; the need for 
graduate nurses, 24 percent; the need for psychiatric social workers, 
23 percent; and the need for attendants, 74 percent. 

(2) The 16 governors belonging to the Southern Governors’ Confer- 
ence issued a report in 1954 which indicates that the total number of 
psychiatrists needed in these 16 States (in institutions and in private 
practice) is 4,260 to meet minimum standards. As against this, the 
entire Southland will graduate only 272 psychiatrists in the next 3 
years. 
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(3) Ten Midwestern States surveyed their needs in 1954 in several 
conferences called by their governors and concluded that they need 
1,010 additional psychiatrists, 338 additional clinical psychologists, 
589 additional psychiatric social workers, and 8,365 additional nurses 
to meet minimum standards. — : 

These statistical samples give a good picture of unmet needs in 
the field of mental health. An even more serious gap, however, exists 
between our knowledge with regard to diagnosis and treatment of 
mental illnesses and our application of available knowledge. 

Dr. Leo H. Bartemeier, chairman of the Council on Mental Health 
of the American Medical Association, testified before this committee 
as follows: 

In solving health problems, stress is too often placed on the provision of physi- 
cal facilities for diagnosis and treatment. We lose sight of the fact that hospital 
ere do not cure patients. The successful management of illness, whether 
physical or mental, comes only from the application of the art and science of 
medicine by a physician skilled in modern methods. 

Particularly in the field of mental illness, we have mistakenly sought solutions 
to our problems by the construction and maintenance, at tremendous public 
cost, of institutions for custodial care of the mentally ill. In many instances 
these institutions are nothing more than mental ‘‘pesthouses” where patients are 
confined indefinitely with slight hope of cure. We have good reason to question, 
fundamentally, the concept of a mental hospital as the primary tool for treating 
the mentally ill. 

Within comparatively recent times the ‘‘pesthouse”’ concept of treatment for 
the physically ill has fallen to the assault of intensified medical research, and the 
wide application of new and healing techniques to diseases long thought to be 
incurable has been substituted. Smallpox, gi rs fever, yellow fever, malaria, 
all dreaded killers in their time, have fallen. Tuberculosis, pneumonia, diabetes, 
and infectious diseases of childhood are no longer great threats. New hope 
exists for success in the fight against poliomyelitis, cancer, and heart disease. 

Mental illness can succumb to the same attack. Patchwork, stopgap pro- 
grams for the care of the mentally ill, are keeping us on a treadmill and actually 
doing little to reduce and prevent mental illness. Where the same principles 
which have largely conquered so many dreaded physical diseases are applied 
to the study of mental illness, the results are heartening. 


SOME BRIGHT SPOTS 


As the aforementioned quotations indicate, however, the outlook 
today in the field of mental health is not entirely black. 

(1) New drugs have been tested (but by no means exhaustively) 
which make it possible to apply psychotherapy to mental patients 
who previously have been beyond the reach of psychiatric treatment. 

(2) Mental illness in the South resulting from pellagra has been 
practically eliminated as a result of the discovery that niacin prevents 
and cures pellagra. 

(3) The number of patients suffering from paresis due to syphilis 
pot cut due to the discovery of penicillin as a treatment for 
syphilis. 

(4) Electric shock therapy has helped many patients suffering from 
certain types of schizophrenia and involutional melancholia. 

(5) Cretinism, which is a type of imbecility resulting from a 
thyroid deficiency, can now be treated successfully with thyroid if 
recognized early enough. 

(6) Psychosurgery has progressed to a point where some surgeons 
think of it as a turning point in therapy. 

(7) Finally, tests made in some mental hospitals, applying con- 
centrated treatment of mental patients by psychiatrists, clinical 
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psychologists, and nee social workers, have demonstrated 
the feasibility of discharging, after treatment, as cured, many persons 
who previously were long-term patients in such institutions. 

Dr. Daniel Blain, medical director of the American Psychiatric 
Association, summed up the complete change in attitude toward 
mental illnesses which is coming about when he testified as follows: 

The despair that consigned the mentally ill to simple custody for life in mental 
institutions is rapidly being displaced by the realization that mental illness is 
not hopeless and that the great majority of the mentally ill can be treated and 


returned to the community in a relatively short period of time. 
* * * * * * * 


Another most auspicious change in people’s thinking lies in the general trend 
toward deemphasizing the conventional mental hospital as an almost exclusive 
tool for dealing with mental illness. This has been in no small measure due to 
the wisdom of the Congress in encouraging the development of community clinic 
services under the National Mental Health Act and through the Veterans’ Admin- 
istration. Increasingly, the mental hospital is thought of as merely part of a 
network of community services, all of them designed to forestall or prevent hospi- 
talization if possible, and to shorten it if not. 


SUMMARY 


In the light of these needs, the gaps in our resources, and the known 
bright spots, an objective, thorough, and nationwide study of the kind 
described in this report appears critically needed. House Joint 
Resolution 256 seeks to support such a study and thereby seeks to 
BE a the following objectives: 

1. To give some Federal financial support to organizations con- 
cerned with mental health which have decided that our best hope to 
find a solution to the staggering problem of mental illnesses lies in a 
thoroughgoing nationwide analysis and reevaluation of our entire 
approach to the problems of mental health. Other financial support 
for this commendable undertaking will come from other private and 
public (State and local) sources. 

2. To give support to the principle that sponsorship and direction 
of such a coordinated program of research and study should be shared 
as widely as possible among the various groups, public and voluntary, 
concerned with different aspects of mental health, Such a sharing of 
sponsorship and support is essential, not only to assure coordination 
of the various interests and competencies, but also to lay the founda- 
tion for future acceptance and utilization of the findings and recom- 
mendations resulting from this study. 

3. To make possible as a result of this study the development of 
comprehensive and realistic recommendations for better utilization of 
our resources and for such improvements and new developments as 
will result in a marked reduction in the incidence or duration of mental 
illness and a lessening of the emotional and financial drain on the 
families of mental patients and on the economic resources of the 
States and of the Nation; and 
_ 4. To afford guidance on the basis of this study to the steadily 
increasing efforts of the States, local communities, and private groups 
in coping with mental health problems. 

Your committee feels that the contemplated survey and study is 
so worthwhile that the Federal Government should participate in this 
undertaking as a matter of self-interest. The Federal share of the 
funds which are required for this study is less than one-fifth of 1 





ra 
: 
— 
z 
g 
am 
2 
= 
Le 
o 
S 
Y 
m1 
= 
z= 
pa 








6 MENTAL HEALTH STUDY ACT OF 1955 


percent of the money spent annually by the Federal Government for 
pensions and treatment of mentally ill veterans. Any improvement 
resulting from this study in the treatment and rehabilitation of the 
mentally ill will amply repay the Federal Government because of 
possible reduction in expenditures for those mentally ill veterans for 
whom our Federal Government has assumed a direct financial 
responsibility. 

n conclusion, this committee 5 in all sincerity that this legisla- 
tion will initiate another and still better phase in modern psychiatry 
just as the National Mental Health Act of 1946 opened a new phase 
in the war against mental illness. 


SECTION-BY-SECTION EXPLANATION OF HOUSE JOINT RESOLUTION 230 


Section 1 sets forth a short title of House Joint Resolution 256: 
“Mental Health Study Act of 1955.” 

Section 2 (a) sets forth the purposes to be accomplished by the 
joint resolution. It states that it is the sense of the Congress that 
there exists a critical need for an objective, thorough, and nationwide 
analysis and reevaluation of the human and economic problems of 
mental illness and of the resources, methods, ad practices currently 
utilized in diagnosing, treating, caring for, and rehabilitating the 
mentally ill, both within and outside of institutions. Such analysis 
and reevaluation is expected to lead to the development of compre- 
hensive and realistic recommendations for better utilization of those 
resources or improvements on and new developments in methods of 
diagnosing, treatment, care, and rehabilitation. These improve- 
ments and developments would give promise of resulting in a marked 
reduction in the incidence or duration of mental illness, and in con- 
sequence a lessening of the appalling emotional and financial drain 
on the families of those afflicted or on the economic resources of the 
States and of the Nation. 

Section 2 (b) sets forth the congressional policy underlying the 
joint resolution. It states that the Congress, by means of this resolu- 
tion, intends to implement the following policy: To promote mental 
health and to help solve the complex and the interrelated problems 
posed by mental illness by encouraging the undertaking of non- 
governmental, disciplinary research into and reevaluation of all 
aspects of our resources, methods, and practices for diagnosing, treat- 
ing, caring for, and rehabilitating the mentally ill, including research 
aimed at the prevention of mental illness. 

Section 3 would amend part A of title III of the Public Health 
Service Act by adding after section 303 a new section 304: 

Section 304 (a) (1) would authorize the Surgeon General, upon the 
recommendation of the National Advisory Mental Health Council, 
to make grants for the carrying out of a program of research into and 
study of our resources, methods, and practices for diagnosing, treating, 
caring for, and rehabilitating the mentally ill, such program to be on 
a scale commensurate with the problem. While the program re- 
ferred to would include research into our resources, methods, and 
practices for diagnosing, training, caring for, and rehabilitating the 
mentally ill, it is not intended to ag ase ea or clinical research 
to be undertaken by the grantee or grantees, 

Section 304 (a) (2) provides that such grants may be made to one 
or more organizations, but only on condition that the organization 





proh 

TI 
Serv: 
Cour 
of m 
The | 
repre 
field 
authe 
2 sue 

Th 
resolt 
“hase 
of the 
progr 
resolu 
preset 








» ONS 
ation 





MENTAL HEALTH STUDY ACT OF 1955 7 


will undertake and conduct, or if more than one organization 
is to receive such grants, only on condition that such organiza- 
tions have agreed among themselves to undertake and conduct, a 
coordinated program of research into and study of all aspects of the 
resources, methods, and sir yg referred to in paragraph (1). 

Section 304 (a) (3) defines the term “organization” as used in the 
preceding paragraph as “a nongovernmental agency, organization, or 
commission, composed of representatives of leading national medical 
and other professional associations, organizations, or agencies active 
in the field of mental health.” 

Section 304 (b) would authorize to be appropriated for the fiscal 
year ending June 30, 1956, the sum of $250,000 to be used for a grant 
or grants to help initiate the research and study provided for in this 
section; and the sum of $500,000 for each of the 2 succeeding fiscal 
years for the making of such grants as may be needed to carry the 
research and study to completion. The terms of any such grant shall 
provide that the research and study shall be completed not later than 
3 years from the date it is inaugurated; that the grantee shall file 
annual reports with the Congress, the Surgeon General, and the 
governors of the several States, among others that the grantee may 
select; and that the final report shall be similarly filed. 

Section 304 (c) provides that nothing in this section shall in any 
way affect the availability of amounts otherwise appropriated for 
work in the field of mental health; and that it shall not be construed 
to interfere with or diminish the more limited and specific programs 
of research and study being carried on through or under the auspices 
of the National Institute of Mental Health. 

Section 304 (d) provides that any grantee, agency, organization, or 
commission is authorized to accept additional financial support from 
private or other public sources to assist in carrying on the project 
authorized by this section. 


DEPARTMENT OF Heatta, Epvucation, AND WELFARE. 
Hon. J. Percy Priest, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


Dear Mr. Cuarrman: This letter is in response to your request of February 28, 
1955, for a report on House Joint Resolution 230, providing for an objective, 
thorough, and nationwide analysis and reevaluation of the human and economic 
problems of mental illness, and for other purposes. 

The resolution would authorize the Surgeon General of the Public Health 
Service, upon the recommendation of the National Advisory Mental Health 
Council, to make a grant or grants for the support of a basic study and evaluation 
of mental health problems and of present mental health methods and programs. 
The study would be conducted or sponsored by a qualified group or groups of 
representatives of the professional societies and other non-Federal agencies in the 
field of mental health. Appropriations of $250,000 for this purpose would be 
authorized for the fiscal year ending June 30, 1956, and $500,000 for each of the 
2 succeeding fiscal years. 

This Department is in complete accord with the principal objective of the 
resolution. There can be little doubt as to the potential value of a thoroughgoing 
“baseline” inquiry into all aspects of the mental health problem. The extent 
of the current problem and the cost of administering preventive and treatment 
programs, which are so effectively outlined in the “‘Whereas’” clauses of the 
resolution, clearly indicate the need for a reappraisal of the problem and of 
present approaches to its solution. 

We are also in agreement with two other premises of the resolution: (1) That 
the interest of Federal Government in the broad problem of mental health justifies 
Federal participation in the cost of such a fundamental, “baseline” study and 
(2) that sponsorship or direction of the study should be shared as widely as 
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ible among the various groups, public and voluntary, in the field of mental 
ealth. Such a sharing of sponsorship and support is essential, not only to 
assure coordination of the various interests and competencies, but also to lay the 
foundation for future acceptance and utilization of the findings and recommenda- 
tions resulting from the study. 

In view of the importance of such concurrence by the various interested organi- 
zations and groups, your committee will undoubtedly wish to obtain a direct 
expression of their views on the proposal. From the standpoint of this Depart- 
ment, however, it would appear to be an acceptable method of providing Federal 
assistance without undue Federal control over the findings and recommendations 
resulting from the study. There may be some question as to the need for addi- 
tional statutory authorization for such grant assistance. A specific authorization 
would not appear inappropriate, however, in view of the scope of the study con- 
templated and the specific Hem obligations of the grantee. 

Although the provisions of section 3 relating to the scope and content of the 
study, and to the group or groups undertaking the study, are couched in very 
general terms, these provisions could be supplemented through the terms of the 
grant application submitted for review by the Surgeon General and the National 
Advisory Mental Health Council. It would be desirable, however, to clarify 
these provisions in one respect. As presently worded, they would authorize a 
grant or grants to “such qualified nongovernmental agencies * * * as may 
agree to undertake and conduct research into and study of all aspects of our re- 
sources, methods, and practices * * *.” It is not clear from this language 
whether (a) the Surgeon General would be responsible for seeing that all aspects 
of the problem are covered by one or more grantees or (6) the prospective grantees 
would be required, as a grant condition, to develop among themselves a coordi- 
nated plan of study covering the entire problem. The latter construction would 
be preferable, in our opinion. 

The appropriations authorized appear to be adequate for the purpose, par- 
sicularly if they are supplemented with financial support from non-Federal 
tources, as authorized in subsection (d) of the proposed new section 304 of the 
Public Health Service Act. We would hope that substantial supplemental sup- 
port could be provided in order to underscore the concept of shared responsibility. 

In summary, we are in accord with the objectives of the resolution and believe 
that it could be an important step toward improved mental health. We there- 
fore recommend that the resolution, clarified as suggested above, be adopted by 
the Congress. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Oveta Cute Hospsy, 
Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the joint resolu- 
tion, as introduced, are shown as follows (new matter is printed in 
italics, existing law in which no change is proposed is shown in 
roman): 

PUBLIC HEALTH SERVICE ACT 


TITLE III—GENERAL POWERS AND DUTIES OF PUBLIC HEALTH 
SERVICE 


Part A—RESEARCH AND INVESTIGATIONS 
IN GENERAL 


Sec. 301. The Surgeon General shall conduct in the Service and encourage, 
cooperate with, and render assistance to other appropriate public authorities, 
scientific institutions, and scientists in the conduct of, and promote the coordina- 
tion of, research, investigations, experiments, demonstrations, and studies relating 
to the causes, diagnosis, treatment, control, and prevention of physical and mental 
diseases and impairments of man, including water purification, sewage treatment, 
and pollution of lakes and streams. In carrying out the foregoing the Surgeon 
General is authorized to— 
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(a) Collect and make available through publications and other appropriate 
— intormation as to, and the practical application of, such research and other 
activities; 

(b) Make available research facilities of the Service to appropriate public 
authorities, and to health officials and scientists engaged in special study; 

(c) Establish and maintain research fellowships in the Service with such 
stipends and allowances, including traveling and subsistence expenses, as he may 
deem necessary to procure the assistance of the most brilliant and promising 
research fellows from the United States and abroad; 

(d) Make grants-in-aid to universities, hospitals, laboratories, and other public 
or private institutions, and to individuals for such research projects as are recom- 
mended by the National Advisory Health Council, or, with respect to cancer, 
recommended by the National Advisory Cancer Council, or, with respect to mental 
health, recommended by the National Advisory Mental Health Council, or, with 
respect to heart diseases, recommended by the National Advisory Heart Council, 
or, with respect to dental diseases and conditions, recommended by the National 
Advisory Dental Research Council, and include in the grants for any such project 
grants of penicillin and other antibiotic compounds for use in such project; 

(e) Secure from time to time and for such periods as he deems advisable, the 
prea and advice of experts, scholars, and consultants from the United States 
or abroad; 

(f) For purposes of study, admit and treat at institutions, hospitals, and sta- 
tions of the Service, persons not otherwise eligible for such treatment; and 

(g) Adopt, upon recommendation of the National Advisory Health Council, or, 
with respect to cancer, upon recommendation of the National Advisory Cancer 
Council, or, with respect to mental health, upon recommendation of the National 
Advisory Mental Health Council, or, with respect to heart diseases, upon recom- 
mendation of the National Advisory Heart Council, or, with respect to dental 
diseases and conditions, upon recommendations of the National Advisory Dental 
Research Council, such additional means as he deems necessary or appropriate 
to carry out the purposes of this section. 


NARCOTICS 


Sec. 302. (a) In carrying out the purposes of section 301 with respect to nar- 
cotics, the studies and investigations shall include the use and misuse of narcotic 
drugs, the quantities of crude opium, coca leaves, and their salts, derivatives, 
and preparations, together with reserves thereof, necessary to supply the normal 
and emergency medicinal and scientific requirements of the United States. The 
results of studies and investigations of the quantities of crude opium, coca leaves, 
or other narcotic drugs, together with such reserves thereof, as are necessary 
to supply the normal and emergency medicinal and scientific requirements of 
the United States, shall be reported not later than the Ist day of September 
each year to the Secretary of the Treasury, to be used at his discretion in deter- 
mining the amounts of crude opium and coca leaves to be imported under the 
Narcotic Drugs Import and Export Act, as amended. 

(b) The Surgeon General shall cooperate with States for the purpose of aiding 
them to solve their narcotic drug problems and shall give authorized representa- 
tives of the States the benefit of his experience in the care, treatment, and rehabili- 
tation of narcotic addicts to the end that each State may be encouraged to pro- 
a adequate facilities and methods for the care and treatment of its narcotic 
addicts. 


MENTAL HEALTH 


Sec. 303. In carrying out the purposes of section 301 with respect to mental 
health, the Surgeon General is authorized— 

(a) For purposes of study, to admit and treat at the National Institute of 
Mental Health, voluntary patients, whether or not otherwise eligible for such 
treatment by the Service, and patients of St. Elizabeths ay transferred from 
the hospital pursuant to arrangements made between the Surgeon General and 
the Superintendent of the hospital with the approval of the Administrator: 
Provided, That consent of a legal guardian shall obtained before the transfer 
of any patient from St. Elizabeths Hospital for such treatment. 

_(b) (1) To provide training and instruction, in matters relating to psychiatric 
disorders, to persons found by him to have proper qualifications, and to fix and 
pay to any of such persons as he may designate a = diem allowance during 
such training and instruction of not to exceed $10, the number of such persons 


receiving such training and instruction to be fixed by the National Advisory 


UNIVERSITY OF MICHIGAN LIBRARIES 


10 MENTAL HEALTH STUDY ACT OF 1955 


Mental Health Council; and (2) to provide such training and instruction, and 
demonstrations, through grants, upon recommendation of the National Advisory 
Mental Health Council, to public and other nonprofit institutions, but only to 
the extent necessary for the purposes of such training and instruction. 


GRANTS FOR SPECIAL PROJECTS IN MENTAL HEALTH 


Sec. 304. (a) (1) The Surgeon General is authorized, upon the recommendation 
of the National greene | Mental Health Council, to make grants sg the carrying out 
of a program of research into and study of our resources, me and practices for 

iagnosing, treating, caring for, and rehabilitating the mentally iu, such program to 
be on a scale commensurate with the problem. 

(2) Such grants may be made to one or more organizations, bul only on condition 
that the organization will undertake and conduct, or tf more than one organization 
is to receive such grants, only on condition that such organizations have agreed among 
themselves to undertake and conduct, a coordinated program of research into and study 
of all aspects of the resources, met , and practices referred to in paragraph (1). 

(3) As used in paragraph (2), the term “organization” means a nongovernmental 
agency, organization, or commission, composed of representatives of leading national 
medical and other professional associations, organizations, or agencies aclive in the 
field of mental health. 

(b) For such purpose there is hereby authorized to be appropriated for the fiscal year 
ending June 30, 1956, the sum of $250,000 to be used for a grant or grants to help 
initiate the research and study provided for in this section; and the sum of $500,000 
for each of the two succeeding fiscal years for the making of such grants as may be 
needed to carry the research and auily to completion. The terms of any such grant 
shall provide that the research and study shall be completed not later than three years 
from the date it is inaugurated; that the grantee shall file annual reports with the Con- 
gress, the Surgeon General, and the Governors of the several States, among others that 
the grantee may select; and that the final report shall be similarly filed. 

(c) Nothing in this section shall in any way affect the availability of amounts other- 
wise appropriated for work in the field of mental health; nor be construed to interfere 
with or diminish the more limited and specific programs of research and —_ being 
carried on through or under the auspices of the National Institute of Mental Health. 

(d) Any grantee agency, organizalion, or commission is authorized to accept addi- 
tional financial support from private or other public sources to assist in carrying on 
the project authorized by this section. 
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847H CONGRESS t HOUSE OF REPRESENTATIVES { Report 


1st Session No. 265 





AMEND SECTION 401 (2) OF THE CIVIL AERONAUTICS 
ACT OF 1938, AS AMENDED 





Marcn 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. WituiaMs of Mississippi, from the Committee on Interstate and 
Foreign Commerce, submitted the following 


REPORT 


{To accompany H, R. 2225} 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 2225) to amend section 401 (e) (2) of the 
Civil Aeronauties Act, as amended, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 

The amendments are as follows: 

Page 1, line 3, strike out “(2) of the Act of June 23,” and insert in 
lieu thereof ‘of the Civil Aeronautics Act of’. 

Page 1, line 4, strike out “‘(2)”’. 

Page 1, line 5, after “adding” insert “at the end thereof”. 

Page 1, line 7, after “the” insert “date of’’. 

— 1, line 8, strike out “section” and insert in lieu thereof “para- 
graph’. 

a 1, line 9, strike out “section” and insert in lieu thereof “para- 
grap ” 

Page 2, lines 8 and 9, strike out “for such period was” and insert in 
lieu thereof “during the period since its last certification has been”’. 

Page 2, line 15, strike out “section” and insert in lieu thereof 
“paragraph”’. 

Amend the title to read: 

A bill to amend section 401 (e) of the Civil Aeronautics Act of 1938, as 
amended. 

The purpose of H. R. 2225 is to require that permanent certificates 
of public convenience and necessity be issued to the local-service 


airlines now operating under temporary certificates issued by the Civil 

Aeronautics Board. Favorable action on the legislation will enable 

these carriers to continue to provide air service to the small- and 
55006 
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intermediate-size communities of the Nation and strengthen their 
financial positions by ending the uncertainties now faced whenever 
they must come to the Board for a renewal of their temporary cer- 
tificates. 

Legislation similar to H. R. 2225 was passed unanimously by the 
House in the 2d session of the 83d Congress. 

At present 14 local-service carriers are operating under temporary 
certificates. They are: Allegheny Airlines, Bonanza Air Lines, 
Central Airlines, Frontier Airlines, Lake Central Airlines, Mohawk 
Airlines, North Central Airlines, Ozark Air Lines, Piedmont Airlines, 
Pioneer Air Lines, Southern Airways, Southwest Airways, Trans- 
Texas Airways, and West Coast Airlines. On March 31, 1955, 
Pioneer will cease to be a member of the group when its merger into 
Continental Airlines, a trunkline, becomes effective. 

The local-service airlines have come into being since the end of 
World War II. During the brief period in which they have been 
operating, these carriers have made amazing progress in expanding 
and extending air transportation. They provide, on a regional basis, 
air service for the smaller communities, and link these communities 
with major air transportation terminals. These carriers are important 
and vital links between key cities of important regions of the United 
States, many of which otherwise would be without scheduled air 
transportation. 

Following is a list, by States, of cities served by local-service airlines: 


Cities served by local airlines ' 


Alabama: California—Continued 
Birmingham Chico 2 
Gadsden ? Crescent City ? 
Mobile Death Valley 24 * 
Tuscaloosa ? El Centro 2 
Arizona: Eureka 2 
Ajo ?3 Indio ? 4 
Clifton 2 Laguna Beach ? 
Flagstaff 2 Long Beach * ¢ 
Kingman 2 Los Angeles 


Morenci 2 


Marysville 2 


Phoenix Mendocino 2 
Prescott Monterey # 
Safford 2 Oakland 
Tucson Oceanside * ® 
Winslow 2 Ontario 
Yuma 2 Oxnard 2 
Arkansas: Red Bluff 
Camden ? Redding 2 
El Dorado ? Riverside * 
Fayetteville ? Sacramento 
Fort Smith San Bernardino 
Helena ? San Diego 
Hot Springs San Francisco 
Little Rock San Jose ? 
Magnolia ? San Luis Obispo # 
Pine Bluff 2 Santa Ana ? 
Stuttgart # Santa Barbara ? 
Texarkana Santa Clara 2 
West Helena ? Santa Cruz? 
California: Santa Maria ? 
Arcata ? Santa Rosa 2 
Blythe * Stockton 2 ¢ 
Carmel 2 Ukiah 2 


See footnotes on p. 6. 
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Cities served by local airlines '\—Continued 


California—Continued 
Ventura ? 
Watsonville 2 
Yreka 2 
Yuba City ? 

Colorado: 
Alamosa 2 
Cortez 2 
Denver 
Durango 2 
Grand Junction 
Gunnison ? 
Monte Vista? 
Montrose 2 
Pueblo 

Delaware: 

Dover? 
Rehoboth Beach 25 
Lage eee 

District of Columbia: Washington 

Florida: Jacksonville 

Georgia: 

Albany 
Athens ? 
Atlanta 
Columbus 
Moultrie 
Valdosta 

Idaho: 

Boise 

Burley 2 

Coeur D’ Alene? 
Idaho Falls 
Lewiston ? 
Moscow 2 
Payette 3 
Pocatello 
Rupert ? 

Twin Falls 

Illinois: 

Cairo * 
Champaign ? 
Charleston 2? * 
Chicago 
Danville 2 
Decatur? 
Galesburg ?7 
Herrin 2 ¢ 
Marion 2° 
Mattoon 26 
Moline 
Peoria 
Quincey 
Rockford 
Springfield 
Urbana? 


Indiana: 


Bloomington ? 
Gary? 
Indianapolis 
Kokomo ? 
Lafayette ? 
Logansport ? 
See footnotes on p. 6. 


Indiana—Continued 
Marion ? 
Peru 2 
Richmond 2 
South Bend 
Terre Haute 


a: 
Clinton ® 


Kentucky: 
Ashland 
Corbin 2 
Fort Campbell ?* 
Hopkinsville 2 * 
Lexington 
London 2 
Louisville 
Paducah 

Louisiana: 

Baton Rouge 
Monroe 

New Orleans 
Shreveport 

Maryland: 
Baltimore 
Cambridge? 
Cumberland 2 
Easton ? 
Hagerstown 2 
Ocean City ? 
Salisbury ? 

Massachusetts: 
Boston 
Holyoke 
Pittsfield 
Springfield 
Worcester 

Michigan: 

Detroit 
Escanaba ? 
Grand Rapids 
Hancock 2 
Houghton ? 
Iron Mountain? 
Ironwood 2 
Kalamazoo? 
Lansing 
Marquette? 
Menominee? 

Minnesota: 
Bemidji? 
Brainard 2 
Chisholm 2 
Duluth ? 
Hibbing ? 
International Falls? 
Minneapolis 
St. Paul 
Thief River Falls? 
Winona? 
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Cities served by local airlines \—Continued 


Mississippi: 
Biloxi 
Columbus 2 
eels 2 

xulfport ? 
Jackson 
Laurel ? 
Natchez ? 
Tupelo ? 
Vicksburg ? 

Missouri: 

Cape Girardeau ? 
Columbia 2 
Hannibal 
Jefferson City ? 
Joplin 

Kansas City 
Springfield 

St. Louis 

Montana: 
Billings 
Glendive ? 
Miles City ? 
Sidney * 
Wolf Point ? 

Nevada: : 

Boulder City * 
Carson City ?# 
Hawthorne ? 
Las Vegas 
Minden ? 3 
Reno 
Tonopah 

New Hampshire: Keene 

New Jersey: 
Asbury Park ? 
Atlantic City 
Long Branch ? 
Newark 
Red Bank ? 

New Mexico: 
Albuquerque 
Clovis ? 
Farmington ? 
Gallup ? 
Hurley ? 
Santa Fe 
Silver City ? 

New York: 

Albany 
Auburn ? 
Binghamton 
Buffalo 
Corning 
Elmira 
Endicott 
Geneva ? 
Ithaca 
Janestown ? 
Johnson City 
Liberty 2 5 
Monticello 2 § 
New York 
Niagara Falls 
Olean 2 


See footnotes on p. 6. 


New York—Continued 


Rochester 
Rome 2 
Syracuse 
tica ? 
Watertown 


North Carolina: 


Aberdeen 2 5 
Asheville 
Branfort 5 
Charlotte 
Durham ? 
Fayetteville 2 
Fort Bragg 2 
Greensboro 
Hickory ? 

High Point 
Kinston 2 
Morehead City ® 
New Bern 
Pinehurst 25 
Raleigh 
Southern Pines 25 
Wilmington 
Winston-Salem 


North Dakota: 


Bismarck 
Dickinson ? 
Grand Forks 
Mandan 
Minot ?¢ 
Williston ? 


Ohio: 


Cincinnati 
Cleveland 
Columbus 
Dayton 
Dover ? 
Lima ? 
Mansfield 2 
Marietta 
Marion ? 
New Philadelphia * 
Springfield 2 
oungstown 
Zanesville ? 


Oklahoma: 


Ada ? 
Ardmore 2 
Bartlesville 
Chickasha 2 
Duncan 2 
Enid 2 

Fort Sill 
Lawton 
McAlester ? 
Muskogee 
Oklahoma City 
Ponea City # 
Stillwater 2 
Tulsa 
Woodward * 
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Cities served by local airlines—Continued 


Oregon—Continued 


ker ? 
Coos Bay ? 
Corvallis 2 
Eugene 
Klamath Falls 
La Grande ? 
Medford 
North Bend? 
Ontario 2 
Pendleton 
Portland 
Roseburg * 


Pennsylvania: 


Altoona ? 
Bellefonte 2 
Bradford 2 
Clearfield 2 
Erie 

Franklin 2 
Harrisburg 
Johnstown 2 
Lancaster 
Lock Haven ? 
Oil City 2 
Philadelphia 
Phillipsburg ? 
Pittsburgh 4 
Scranton 
State College ? 
Wilkes-Barre 
Williamsport 


South Carolina: 


Greenville 
Greenwood 2 
Myrtle Beach 25 
Spartanburg 


Tennessee: 


Bristol 
Clarksville 2 ¢ 
Johnson City 
Kingsport 
Knoxville 
Nashville * 


Texas: 


Abilene ? 
Alpine 2 
Amarillo 
Austin 
Beaumont 
Bie ua 2 

ig ring ? 
Borger ? 
Brady ? 
Breckenridge * 
Brownwood 2 
Bryan ? 
Coleman ? 
College Station ? 
Dallas 


Edinburg ? 

El Paso 

Fort Stockton 2 
Fort Worth 


See footnotes on p. 6 


Texas—Continued 


Galveston 2 
Gladwater 
Harlingen * 
Houston 
Kerrville * 
Kilgore 
Longview 
Lubbock 
Lufkin 2 
Marfa? 
Marshall ? 
McAllen 2 
Midland 
Mineral Wells? 
Mission 2 
Odessa 
Pecos ? 
Plainview 2 
Port Arthur 
San Angelo 
San Antonio 
San Benito? 
Snyder ? 
Sweetwater ? 
Temple 2 
Tyler 
Victoria ? 
Waco 


tah: 


Salt Lake City 
Vernal 3 


Virginia: 


Bristol 
Danville 
Hampton 
Lynchburg 2 
Newport News 
Norfolk 
Portsmouth 
Richmond 
Roanoke 
Virginia Beach 
Warwick 
Williamsburg 


Washington: 


Aberdeen 2 
Centralia 2 
Chehalis 2 
Clarkston 2 
Ellensburg ? 
Ephrata ? 
Hoquiam ? 
Kennewick 2 
Moses Lake ? 
Olympia 2 
Pasco ? 

Port Angeles ? 
Pullman 2 
Richland 2 
Seattle 
Spokane 
Walla Walla 


5 
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Cities served by local airlines—Continued 


Washington—Continued Wisconsin—Continued 
Wenatchee 2 Milwaukee 
Yakima ? Oshkosh 2 

West Virginia: Rhinelander 2 
Beckley ? Stevens Point 2 
Bluefield ? Superior ? 
Charleston Wausau ? 
Huntington Wisconsin Rapids ? 
Parkersburg Wyoming: 
Princeton 2 Casper 
Wheeling Cheyenne 

Wisconsin: Cody ? 

Beloit ? Grevbull # 
Clintonville 2 Lander ? 

Eau Claire ? Laramie 2 
Green Bay 3 Lovell 2 
Janesville ? Powell ? 

La Crosse # Rawlins 2 
Land O’ Lakes 3° Riverton ? 
Madison Rock Springs ? 
Manitowac 2 Worland 2 
Marinette # 


1 Cities which are certificated for service through a common airport, such as Parkersburg, W. Va., and 
Marietta, Ohio, served by Allegheny Airlines, are listed separately. 

2 Cities served by local airlines only. 

3 Service scheduled to be terminated March 26, 1955, 

4 Service certificated to begin March 26, 1955. 

5 Seasonal. 

* Certificated but service not yet inaugurated. 

1 Certificate effective March 7, 1955. 


There is no local airline service in the States of Connecticut, Maine, Nebraska, 
Rhode Island, South Dakota, and Vermont. 

The local-service airlines have been aggressive in developing traffic. 
In many cases, they have succeeded in generating traffic at points 
formerly served by the trunks far in excess of that developed there by 
the trunks. 

This success by the local-service airlines is easily explained by the 
fact that they are devoted completely to serving the small- and inter- 
mediate-size communities and aes tailored their operations to meet 
the needs of the smaller communities. 

These carriers have shown the smaller communities and cities the 
value of air transportation, Mr. Frank W. Hulse, president of 
Southern Airways, told the committee that there have been a number 
of occasions where new enterprises have moved to towns on the South- 
ern system only because dependable, scheduled air transportation was 
available. 

The local airlines as an industry group have been in operation less 
than 6 years. Today the local airlines have a route structure of 
approximately 30,000 miles and serve 444 cities in 42 States. Over 
47 million people reside in the areas served by the local carriers. Of 
the 444 cities served, 264 cities are served exclusively, most of them 
for the first time, by the local airlines. 


PROGRESS OF THE LOCAL CARRIERS 


The following table indicates in purely statistical form the growth 
of the local airlines: 
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Local-service airlines revenue growth, 1946-54 



































E 
Year Passengers} Mall | sodhright| Other 
1946 $314, 638 | $1,558,614) $13,008} $44, 797 
1947.....------ 2, 280, 124 | 5, 057, 097 179 150, 931 
1948. 4, 666, 549 | 11, 282, 490 147, 159 195, 511 
1949. 7, 362, 007 | 14, 054, 998 252, 159 271, 466 
1950. 10, 302, 859 | 16, 384, 321 442, 046 763, 718 
1951 15, 757, 569 | 18, 575, 430 629, 886 962, 801 
1952 19, 171, 798 | 21, 151, 074 593, 661 805, 878 
1953. 22, 651, 768 | 24, 182, 057 903, 003 763, 760 
1954. 27, 621, 129 | 24,656,008 | 1,001,261 | 1, 164,092 








Local-service airlines traffic, 1945-54 












































Total rev- 

Revenue | Airmail, | Express, | Freight, | enue, ton- 

Year passengers | ton-miles | ton-miles | ton-miles | miles Gia ; 
1945... 4, 452 74, 510 Bis OEE Vacininenwenkns $202 
1946... 25, 118 60, 088 24, 354 25 688 
1947... 235, 585 167, 564 117, 523 62, 039 4, 682 
ic ctticdnndbabncnedbinkncbbuntmakienenilaie 425, 695 361, 984 189, 550 264, 794 9, 040 
1949. .... 683, 811 432, 628 320, 143 435, 993 14, 328 
1950. 987, 931 559, 085 614, 139 714, 346 21, 480 
NON io cess: a antitda dudbbisddoandenue 1, 462, 083 765, 456 864, 884, 417 30, 709 
IUDR i occattnhnabndaddgihiatacade 1, 708, 730 893, 057 $66, 526 | 1,081,319 35, 130 
WGBs cuiiacddndews 1, 998, 128 976, 003 927, 571 1, 149, 905 39, 625 
1954. 2, 423,485 | 1,227,083 | 1,042,954) 1, 158,347 47, 154 











In 1954 the local airlines carried 2,423,485 revenue passengers. It 
will be noted that total commercial revenues in 1954, exclusive of 
mail pay, were approximately $29,786,500. Thus the number of 
revenue passengers has increased by about one and a half times in 
the last 4 years and so has the total of commercial revenues. The 

owth of the volume of mail handled by the local-service airlines 
Fi increased from 559,000 ton-miles in 1950 to 1,227,083 in 1954. 

The number of revenue passengers carried in 1954 over 1953 
increased 21 percent. There was a 26-percent increase in mail ton- 
miles, a 19-percent increase in revenue-passenger-miles, a 15-percent 
increase in commercial revenue, and a 10-percent increase in average 
passenger loads. 

All reports indicate that the increase is carrying over into 1955. 
One carrier reported its January business was 87 percent greater than 
a year ago. Another reported a 75-percent increase. 


DEFENSE VALUE OF THE LOCAL CARRIERS 


In addition to the economic importance of the local-service carriers 
to the 444 communities they serve, these airlines are a definite part 
of the Nation’s reserve of airpower, available for national defense if 
needed. The local airlines operate 161 aircraft in scheduled service 
and employ 430 flight crews. The value of the etgepenrien: 1,000 
mechanics and the approximately 1,000 other skilled personnel em- 
ployed by the local airlines as a defense manpower reserve cannot be 
estimated. 

Despite the progress made by the local-service carriers, the Civil 
Aeronautics Board has not seen fit to grant any of them permanent 
certificates, a policy that has worked definite hardships upon these 
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carriers. At the beginning, due to the uncertainties of the situation 
it was obviously necessary to establish this service on an experimenta 
basis. The committee feels that the results have demonstrated the 
value of the local-service airlines and their importance in the econom 
of the country. It is time to acknowledge the fact that the local- 
service carriers are here to stay. 

In 1938, when Congress passed the Civil Aeronautics Act, the 
present trunkline carriers were in approximately the same state of 
development as the local-service carriers are today. That legislation 
gave the then existing carriers permanent certificates under so-called 
“grandfather” rights, similar to the rights provided for local-service 
carriers by H. R. 2225. That action by Congress in 1948 provided a 
stable basis upon which the air transportation industry of 1938 could 
build our present trunkline air-carrier system. 

Because the local-service carriers have been unable to obtain per- 
manent certificates, the development of this important segment of 
the Nation’s air-transportation industry is being retarded. Adequate 
capital is not available on a long-term basis to buy needed equipment. 
Working capital, where reeded, is harder to get and more costly. 

One result is that we do not now have a suitable airplane for local- 
service operations. The plane being used almost exclusively today is 
the DC-3. This “workhorse of the airways” was a great plane in its 
day, but it was designed approximately 20 years ago. It is not suited 
to make the short hops necessary in local-service operations. It is 
increasingly more difficult to maintain. The plane has been out of 

roduction since World War II and replacement parts are hard to 
nd. In some instances, the committee was told, replacement parts 
are being machine made locally at considerable expense. 

The committee was told that one of the major reasons the local- 
service carriers cannot reduce their operating costs further is due to 
the shortcomings of the DC-3. 

Another problem growing out of the situation is that of getting and 
keeping personnel, An employee who knows that his job is in jeopardy 
whenever his company’s certificate is up for renewal, probably will 
be looking around for another job. When he finds this more perma- 
nent job, the very reason which created the vacancy, contributes to 
the difficulty encountered by management in filling the vacancy. 

Each local-service carrier eligible for a permanent certificate under 
the terms of H. R. 2225 has participated in full proceedings before 
the Board to establish its eligibility for a certificate as required by 
the Civil Aeronautics Act. In these proceedings the carriers were 
subjected to the most rigid requirements of proof of fitness and ability. 
In the case of Southern Airways, it was pointed out that all exhibits, 
briefs, and reports in the case in which the carrier was granted its 
original certificate would make a pile of paper well over 25 feet high. 

ut getting this first certificate was not the end for Southern and 
the other local-service carriers. When the original certificate expired, 
the carrier was required to go back to the Board to get a temporary 
renewal of its certificate. » addition to the expense involved in 
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employing counsel and various technical experts, executive officers of 
the carrier spent considerable time in preparation of the case. That 
time well could have been used in the consideration of operating prob- 
lems. Funds expended on these renewal proceedings could have been 
used on advertising to promote local interest in the carrier or could 
have been spent on new equipment or facilities. 
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In these certificate renewal cases, the record, management, person- 
nel, and general qualifications, as well as the route structure, of the 
carriers have been reviewed by the Board with the greatest care. 

One of the arguments advanced a year ago in opposition to this 
legislation was that permanent certification would interfere with the 
orderly development and improvement of the local-service routes. It 
cannot be doubted that the local carriers are anxious to improve and 
develop their routes and the committee cannot go along with the 
theory that permanent certification will destroy or weaken the incen- 
tive of management to increase revenues and provide better service. 

This legislation does not substantially change the power of the 
Board to alter and modify the route structures of the local-service 
carriers. It is believed that section 401 (h) of the Civil Aeronautics 
Act, which gives the Board power to “alter, amend, modify, or sus- 
pend such certificate, in whole or in part” provides all the authority 
necessary for route development. The committee could find no indi- 
cation that the granting of permanent certificates to the trunk carriers 
in 1938 had any adverse effect on the development of their route 
structures. 

CHANGES IN THE EXISTING LAW 


In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 401 (e) oF THE Civin AERONAUTICS AcT oF 1938, as AMENDED 
TITLE IV—AIR CARRIER ECONOMIC REGULATION 
CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


Certificate Required 
Sec. 401. (a) * * * 
. 


é * * « * - 
Existing Air Carriers 


(e) (1) If any applicant who makes application for a certificate within one 
hundred and twenty days after the date of enactment of this Act shall show that, 
from May 14, 1938, until the effective date of this section, it, or its predecessor 
in interest, was an air carrier, continuously operating as such (except as to inter- 
ruptions of service over which the applicant or its predecessor in interest had no 
control), the Authority, upon proof of such fact only, shall, unless the service 
rendered by such applicant for such period was inadequate and inefficient, issue a 
certificate or certificates, authorizing such applicant to engage in air transporta- 
tion (A) with respect to all classes of traffic for which authorization is sought, 
except mail, between the terminal and intermediate points between which it, or 
its predecessor, so continuously operated between May 18, 1938, and the effective 
date of this section, and (B) with respect to mail and all other classes of traffic 
for which authorization is sought, between the terminal and intermediate points 
between which the applicant or its predecessor was authorized by the Postmaster 
General prior to the effective date of this section, to engage in the transportation 
of mail: Provided, That no applicant holding an air-mail contract shall receive a 
certificate authorizing it to serve any point not named in such contract as 
awarded to it and not served by it prior to April 1, 1938, if any other air carrier 
competitively serving the same point under authority of a contract as awarded 
to such air carrier shall prove that it is adversely affected thereby, and if the 
Authority shall also find that transportation by the applicant to and from such 
point is not required by the public convenience and necessity. 

(2) If paragraph (1) of this subsection does not authorize the issuance of a 
certificate authorizing the transportation of mail between each of the points 
between which air-mai! service was provided for by the Act of Congress making 





2 
: 
et 
Zz 
3 
ae 
S 
= 
ove 
) 
= 
Y 
in 
= 
z 
— 








10 AMEND SECTION 401 (E) OF THE CIVIL AERONAUTICS ACT 


appropriations for the Treasury Department and the Post Office Department, 
approved March 28, 1938, the Authority shall, notwithstanding any other pro- 
vision of this Act, issue certificates authorizing the rtation of mail, and 
all other classes of traffic for which authorization is sought, between such points, 
namely, (A) from Wichita, Kansas, to Pueblo, Colorado, via intermediate cities. 
(B) from Bismarck, North Dakota, to Minot, North Dakota; (C) from Detroit, 
Michigan, to Sault Sainte Marie, Michigan, via intermediate cities; (D) from 
Brownsville, Texas, via Nes Christi, to Houston to San Antonio, Texas; 
(E) from Phoenix, Arizona, to Las Vegas, Nevada, via intermediate cities; (F) 
from Jacksonville, Florida, to New Orleans, Louisiana, via intermediate cities: 
(G) from Tampa, Florida, to Mem , Tennessee, via intermediate cities, and 
from Tampa, Florida, to Atlanta, rgia, via intermediate cities foreieh projects 
have been advertised); and (H) by extension from Yakima 7 e: to 
oe Oregon; and (1 by extension from Grand Rapids, Michigan, to Chicago, 
inois. 

(8) If any applicant who makes application for a certificate within one hundred 
and twenty days after the enactment of this section shall show that, from the date 
of enactment of this section until the date of its application, it or its prededcessor in 
interest, was an air carrier furnishing, within the continental limits of the United 
States, local or feeder service consisting of the carriage of persons, property, and mail, 
under a temporary certificate of public convenience necessity issued by the Civil 
Aeronautics Board, continuously operating as such (except as to interruptions of 
service over which the ie genres or its B ah oo-oc ng” in interest have no conirol) the 
Board, upon proof of such fact only, shall, unless the service rendered by such applicant 
for such period was inadequate and inefficient, issue a certificate or certificates of 
ui limited duration, authorizing such applicant to engage in air transportation 
between the terminal and intermediate points within the continental limits of the 
United States between which it, or its predecessor, so continuously operated between 
the date of enactment of this section and the date of its application. 
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AMENDING THE COMMODITY EXCHANGE ACT SO AS 
TO INCLUDE ONIONS 





Marcu 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cooter, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accoripany H. R. 122} 


The Committee on iculture, to whom was referred the bill 
(H. R. 122) to amend the Commodity Exchange Act, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

The purpose of this bill is to include onions in the list of commodities 
subject to supervision and regulation by the Commodity Exchange 
Authority pursuant to the provisions of the Commodity Exchange Act. 
At the present time trading in futures contracts for the following com- 
modities is under the general authority of the CEA: Wheat, cotton, 
rice, corn, oats, barley, rye, flaxseed, grain sorghum, millfeeds, butter, 
eggs, Trish potatoes, wool tops, fats and oils (including lard, tallow, 
cottonseed oil, peanut oil, and soybean oil), cottonseed meal, cotton- 
seed, peanuts, soybeans, and snyteah meal. The bill reported here- 
with will add onions to this list. 

This bill is the same as the bill H. R. 122 which was reported favor- 
ably by this committee in the 83d Congress and passed by the House. 
The bill was also passed by the Senate but it was amended in a manner 
not acceptable to this committee and no further action was taken on 
the bill in the 83d Congress. 

The Commodity Exchange Act deals only with trading in futures 
and not with regulation of the commodity itself. The committee 
wishes to point out that inclusion of onions in the commodities subject 
to the provisions of the act will not permit the CEA to prohibit futures 
trading in onions, but only to exercise certain regulatory powers in the 


trading in onion futures on commodity markets subject to regulation 
by the CEA. 
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2 AMEND COMMODITY EXCHANGE ACT SO AS TO INCLUDE ONIONS 


The Department of Agriculture submitted a report on the similar bill 
in the 83d Congress and was, therefore, not requested to report again 
on this bill, The Department’s report of April 15, 1954, is set out 
below. 

DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 15, 1954. 
Hon. George D. AIKEN, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator AIken: This is in reply to your letter of February 22 enclosing 
H. R. 6435 for consideration and report. 

This bill would amend the Commodity Exchange Act, as amended, by ex- 
tending its provisions to onions, thus subjecting futures trading in onions to 
regulation under the Commodity Exchange Act. 

In view of the perishable nature of the commodity and its susceptibility to wide 
price fluctuations, both before and since the advent of futures trading in onions, 
regulation of such trading under the Commodity Exchange Act could not rea- 
sonably be expected to prevent the wide seasonal price swings traditional in the 
marketing of onions. 

Enactment of the bill would, however, enable the Department to obtain the 
facts as to what takes place in the onion futures market and to deny trading 
privileges thereon to any person found, after notice and opportunity for hearing, 
to have engaged in manipulative trading or other unlawful trade practices. Also, 
information developed through investigations and reports required under author- 
ity of the Commodity Exchange Act could provide a factual basis for determining 
whether futures trading in onions serves the public interest or whether the Con- 
gress should consider legislation looking to the drastic curtailment or prohibition 
of such trading. 

Should the bill meet with the approval of the committee, we suggest that the 
following be added as section 2 thereof: 

“Sec. 2, This Act shall take effect sixty days after the date of its enactment.” 

The suggested amendment would provide necessary opportunity for the con- 
sideration of applications of commodity exchanges for designation as contract 
markets for onions. 

The Department estimates that the enactment of H. R. 6435 would necessitate 
an additional annual appropriation of approximately $40,000 for the enforcement 
of the Commodity Exchange Act. 

The Bureau of the Budget advises that, from the standpoint of the program of 
the President, there is no objection to the submission of this report. 

Sincerely yours, 
True D. Morse, Under Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre 
sentatives, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is in italics; existing law in which no change is 
proposed is shown in roman): 


Commopity ExcHance Act, as AMENDED 
* ~ * * * ok * 


Sec. 2. (a) For the purposes of this Act ‘contract of sale” shall be held to 
include sales, agreements of sale and agreements to sell. The word “person” 
shall be construed to import the plural or singular, and shall include individuals, 
associations, partnerships, corporations, and trusts. The word “commodity” 
shall mean wheat, cotton, rice, corn, oats, barley, rye, flaxseed, grain sorghums, 
mills feeds, butter, eggs, onions, Solanum tuberosum (Irish potatoes), wool tops, 
fats and oil (including lard, tallow, cottonseed oil, peanut oil, soybean oil and 
all other fats and oils), cottonseed meal, cottonseed, peanuts, soybeans and 
soybean meal. * * * 

* * * * * * * 
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RELATING TO THE SETTLEMENT OF CLAIMS OF MILI- 


TARY AND CIVILIAN PERSONNEL OF THE COAST 
GUARD 





Marcu 22 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Lang, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3661] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3661), to amend section 490 of title 14, United States Code, 
relating to the settlement of claims of military and civilian personnel 
of the Coast Guard, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The purpose of this proposed legislation is to give the Secretary of 
the Treasury the same authority to settle claims of Coast Guard 
military and civilian personnel as is now held by the Secretaries of 
the military departments with respect to similar claims in their 
departments. 

The bill was submitted to the Speaker of the House of Representa- 
tives under date of January 10, 1955, by the Acting Secretary of the 
Treasury, and referred to this committee. 

After careful consideration, the committee is of the opinion that 
the proposed measure is meritorious, and recommends the passage 


of the bill. 
The communication from the Treasury Department is as follows: 


TREASURY DEPARTMENT, 
Washington, January 10, 1955. 
The SPEAKER OF THE House or REPRESENTATIVES. 


Str: There is transmitted herewith a draft of a proposed bill, to amend section 
490 of title 14, United States Code, relating to the settlement of claims of military 
and civilian personnel of the Coast Guard, and for other purposes. 

he purpose of this proposed legislation is to give the Secretary of the Treasury 
the same authority to settle claims of Coast Guard military and civilian personnel 
as is now held by the Secretaries of the Military Departments with respect to 
similar claims in their departments. 





UNIVERSITY OF MICHIGAN LIBRARIES 








2 SETTLEMENT OF CLAIMS OF PERSONNEL OF THE COAST GUARD 


Section 490 of title 14 was based on the p pavviiees of the Mili Personnel 
Claims Act of 1945 (59 Stat. 225), which had been a to the Coast Guard 
prior to the enactment of title 14 into positive law. Subsequent to the enactment 
of title 14, the Military Personnel Claims Act of 1945 was amended by act of 
Congress approved July 3, 1952 (66 Stat. 321). 

By adding a new subsection to section 490, the proposed legislation would 
authorize the Secretary of the Treasury to settle claims made by survivors of 
ween whether or not the incident giving rise to the claims occurred simul- 

er with or subsequent to the death of such personnel. This authority is 
now held by the Secretaries of the Military Departments under the act of July 3, 
1952. Moreover, the proposed legislation would change the time allowed for 
filing claims from 1 year to 2 years, which is the time limit now applicable to the 
other services. Finally, the proposal would suspend for 1 year all time limitations 
on filing of such claims to allow for the consideration of new claims arising under 
section 490, as amended, and for the reconsideration of claims previously dis- 
approved as not having been filed within the legal time. This provision is similar 
to that included in the similar sagt yf legislation of the armed services. 

It would be appreciated if you would lay the pro d bill before the House 
of Representatives. A similar proposed bill has been transmitted to the President 
of the Senate. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this proposed legislation to the Congress. 

Very truly yours, 
H. Cuapman Rosg, 
Acting Secretary of the Treasury. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Represent- 
atives, there is printed below in roman existing law in which no change 
is proposed, with matter proposed to be stricken out enclosed in black 
brackets, and new matter proposed to be added shown in italics: 


Section 490 or Tire 14 or tHe UnitTep States Cope 


(a) The Secretary, and such other officer as he designates for such purposes 
and under regulations prescribed by him, may consider, ascertain, adjust, deter- 
mine, settle, and pay any claim against the United States, including claims not 
heretofore satisfied arising on or after December 7, 1939, of military personne! 
and civilian employees of the Coast Guard, when such claim is substantiated, 
and the property determined to be reasonable, useful, necessary or proper under 
the attendant circumstances, in such manner as the Secretary may by regulations 
prescribe, for damage to or loss, destruction, capture, or abandonment of personal 
property occurring incident to their service, or to replace such personal property 
in kind, if the damage to or loss, destruction, capture, or abandonment of property 
shall not have been caused in whole or in part by any negligence or wrongfu! 
act on the part of the claimant, his agent, or employee, and shall not have oc- 
curred at quarters occupied by the claimant with the continental United States, 
excluding Alaska, which are not assigned to him or otherwise provided in kind 
by the Government. 

(b) In the event of the death of any person among the military personnel or civilian 
employees enumerated in subsection (a), the Secretary ts hereby authorized to consider, 
ascertain, adjust, determine, settle and pay any claim, otherwise cognizable under this 
section presented by the survivor of such person for damage to or loss, destruction, 
capture, or abandonment of the personal property of such person, regardless of whether 
such damage, loss, destruction, capture, or ube ment occurred concurrently with or 
subsequent to such death. For the purposes cf this section, the term “‘survivor’’ means 
surviving spouse, child, or children, parent or parents, or brothers or sisters or both, of 
the decedent, and claims by survivors shall be settled and paid in that order of 
precedence. 

J (c) No claim shall be settled under this section unless presented in writing 
within [one ere two years after the accident or incident out of which such 
claim arises shall have occurred; if such accident or incident occurs in time of 


war [,] or in time of armed conflict in which the Armed Forces of the United States 


are engaged, or if war or such armed conflict intervenes within [one year] two 
years after its occurrence, any claim may, on good cause shown, be presented 
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within [one year] two years after [termination of the oe such good cause 
ceases to exist, but not later than two years after peace is established or such armed 
conflict terminates. The dates of commencement and termination of an armed 
pry wy the purpose of this subsection shall be as established by concurrent resolution 
of the Congress or by determination of the President. 

[ec] (d) Any such settlement made by the Secretary, or his designee, under 
the authority of this section and such regulations as he may prescribe hereunder, 
shall be final and conclusive for all purposes notwithstanding any other provision 
of law to the contrary. 

{d] (e) Such appropriations as may be required for the settlement of claims 
under the provisions of this section are authorized. Coast Guard appropriations 
shall be available for the settlement of claims by the Secretary or his designee 
under the provisions of this section. 
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PROVIDING FOR THE RELIEF OF CERTAIN ARMY AND 
AIR FORCE NURSES 





Marca 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Lane, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 4051] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4051) to provide for the relief of certain Army and Air Force 
nurses, and for other purposes, having considered the same, report 
page thereon without amendment and recommend that the bill 
do pass. 


This proposed legislation was submitted to the Speaker of the 
House of Representatives under date of January 3, 1955, by the 
Secretary of the Air Force and referred to this committee for con- 
sideration. 

An identical bill was favorably reported by the committee and 
passed by the House in the 83d Congress, but no action was taken by 
the Senate. The facts will be found fully set forth in House Report 
No. 2300, 88d Congress, 2d session, which is appended hereto and 
made a part of this report. Therefore, your committee concurs in 
the former recommendation. 


'H. Rept. No. 2300, 83d Cong., 2d sess.| 


The purpose of the proposed legislation is to provide that all payments of 
longevity pay heretofore made to Army and Air Force nurses for service after 
April 15, 1947, and before October 1, 1949, are validated to the extent that those 
payments were based upon service performed by the persons concerned as nurses 
or as commissioned officers of the Army Nurse Corps, Navy Nurse Corps, or 
Public Health Service. The bill provides further that any f Peal or Air Force 
nurse Who has made a repayment to the United States of the amount so paid to 
her as longevity pay is entitled to be paid the amount involved, if otherwise 
proper. 

Section 2 of the bill provides that the Comptroller General of the United States 
or his designee, shall relieve disbursing officers, including special disbursing 
agents, of the Army and the Air Force from accountability or responsibility for 
any payments described in section 1 of the act, and shall allow credits in the 
settlement of the accounts of those officers or agents for payments which appear to 
be free from fraud and collusion. 
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2 PROVIDE FOR RELIEF OF CERTAIN ARMY AND AIR FORCE NURSES 


STATEMENT OF FACTS 


This legislation was submitted in an executive communication by the Secretary 
of the Army to the Speaker of the House of Representatives, who referred to 
to the Committee on the Judiciary of the House of Representatives. The bill 
was introduced by Hon. Chauncey W. Reed, chairman of the Committee on 
the Judiciary. 

Under date of June 24, 1954, the Department of the Army filed a report in 
which it is stated that the bill is a part of the operant of Defense legislative 
program for 1954. and the Bureau of the Bud no objection to the submis. 
sion of this proposal for the consideration of the Congress. Furthermore, the 
Department of the Army, on behalf of the Department of Defense. recommends 
that it be enacted by the Congress. 

It is noted that the purpose of the lapipetion is to remedy certain conditions 
which presently exist, and which are as follows: 

Under the —— of section 208b of the Army-Navy Nurses Act of 1947, 
as interpreted by the Comptonte General of the United States, Navy nurses 
are permitted to count civilian service as nurses with the United States Public 
Health Service as creditable service for the computation of any pay How- 
ever, there is no provision in the above-cited law which permits Army and Air 
Force nurses to count such service as that noted above as creditable service for 
the computation of longevity pay. This inequity was corrected in 1949. It is 
deemed a matter of equity to provide legislation which would validate payments 
of longevity pay made to Army and Air Force nurses on the basis of civilian 
service as nurses with the United States Public Health Service from the effective 
date of enactment of the Army-Navy Nurses Act of 1947 to the day prior to the 
effective date of the Career Compensation Act of 1949. 

Due to the position taken by the Department of the Army, favorable con- 
sideration of this bill is recommended. 

June 24, 1954. 


Hon. Josern W. Martin, Jr., 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legislation, to 
validate longevity pay to nurses of the Army and Air Force computed on the 
basis of service in the Army, Navy, and Public Health. 

This proposal is a part of the Department of Defense legislative program for 
1954, and the Bureau of the Budget has no objection to the submission of this 
proposal for the consideration of the Congress. The Department of the Army, 
on behalf of the Department of Defense, recommends that it be enacted by 
the Congress. 

PURPOSE OF THE LEGISLATION 


Under the provisions of section 208b of the Army-Navy Nurses Act of 1947 
(Public Law 36, 80th Cong.) as interpreted by the Comptroller General of the 
United States (pp. 242-244, vol. 28, Decisions of the Comp. Gen. of the U. 8.), 
Navy nurses are permitted to count civilian service as nurses with the United 
States Public Health Service as creditable service for the computation of longevity 
pay. However, there is no provision in the above-cited law which permits Army 
and Air Force nurses to count such service as that noted above as creditable 
service for the computation of longevity pay. This inequity was corrected in 
1949 upon the enactment of the Career Compensation Act of 1949 (Public Law 
351, 8lst Cong.). It is deemed a matter of equity to provide legislation which 
would validate payments of longevity pay made to Army and Air Force nurses 
on the basis of civilian service as nurses with the United States Public Health 
Service from the effective date of enactment of the Army-Navy Nurses Act of 
1947 to the day prior to the effective date of the Career Compensation Act of 
1949. This proposal would allow credit in the accounts of disbursing officers 
for such payments and would authorize repayment of any amounts which have 
been collected by the United States in settlement of claims arising from such 
payments. 

COST AND BUDGET DATA 


Any additional cost resulting from the enactment of this proposal would be 
small and will be absorbed in appropriations. 
Sincerely yours, 
Rosert T. Srevens, 
Secretary of the Army. 
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FURTHER AMENDING THE ACT OF JULY 3, 1943 (CH. 189, 57 
STAT. 372) 





Marca 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Lang, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3557} 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3557), to further amend the act of July 3, 1943 (ch. 189, 57 
Stat. 372), relating to the settlement of claims for damage to or loss 
or destruction of property or personal injury or death caused by 
military personnel or certain civilian employees of the United States, 
by removing certain limitations on the payment of such claims and 
the time within which such claims may be filed, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

This proposed legislation was submitted to the Speaker of the House 
of Representatives by the Department of the Air Force and referred 
to this committee for consideration. 

After careful study, your committee reports the bill favorably and 
recommends favorable consideration. 

The purpose of the proposed bill and a detailed description of its 
provisions are fully set forth in the communication from the Depart- 
ment of the Air Force, which is as follows: 


DEPARTMENT OF THE AiR Force, 
OFFICE OF THE SECRETARY, 
Washington, January 5, 1956. 
Hon. Emanuet CELuer, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Cuairman: Enclosed is a legislative proposal to further amend the 
act of July 3, 1943 (ch. 189, 57 Stat. 372), relating to the settlement of claims for 
damage to or loss or destruction of property or personal injury or death caused by 
military personnel or certain civilian employees of the United States, by removing 
certain limitations on the payment of such claims and the time within which such 
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2 FURTHER AMEND ACT OF JULY 3, 1943 (CH. 189, 57 STAT. 372) 


claims may be filed. This measure is a part of the Department of Defense legisla- 
tive program for 1955 and has been submitted to the Speaker of the House of 
Representatives this date. 
-_ assistance in obtaining early consideration of this measure will be appre- 
ciated. 
Sincerely yours, 
Joz W. KELLY, 
Major General, USAF, 
Director, Legislative Liaison, 


DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, January 3, 1955. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
further amend the act of July 3, 1943 (ch. 189, 57 Stat. 372), relating to the 
settlement of claims for damage to or loss or destruction of property or personal 
injury or death caused by military personnel or certain civilian employees of the 
United States, by removing certain limitations on the payment of such claims 
and the time within which such claims may be filed. 

This proposal is part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Air Force has been designated as the representative of the 
Department of Defense for this legislation. It is recommended that this proposal 
be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


Section 1 of the act of July 3, 1943, as amended (31 U. 8. C. 223b) authorizes 
the settlement of claims based on loss of or damage to property or personal injury 
or death resulting from noneombat activities of the Armed Forces. Ordinarily, 
there is a l-year statute of limitations on these claims. However, if the accident 
or incident on which the claim is based occurs during or within 1 year before a 
war, the claim may, for good cause shown, be presented within 1 year after peace 
is established. Section 2 (c) of Public Law 450 of the 82d Congress amended the 
basic statute to provide that claims arising after June 23, 1950, and before the 
termination of the emergency proclaimed by the President on December 16, 1950, 
may be presented within 1 year after the termination of that national emergency 
or April 1, 1953, whichever is earlier. By Public Law 12, 83d Congress, the 
termination date was changed from April 1, 1953, to July 1, 1953, and, by Public 
Law 96, was changed to August 1, 1953. 

This proposal would amend the basic law to provide a 2-year statute of limita- 
tions for filing claims thereunder instead of the 1 year now provided. This change 
would be consistent with a similar change made in the Military Personnel Claims 
Act by Public Law 439, 82d Congress, approved July 3, 1952, and is considered 
advisable in the interest of creating uniformity with respect to the statute of 
limitations in these claims laws. 

The basic law allows an extension of the statute of limitations only if there is 4 
war. The conflict in Korea did not constitute a “war” within the technical sense 
used in the statute. This statute is used to settle claims such as those which occur 
to property during maneuvers or on training grounds which may be closed to the 
owner until after the time for presentation of the claim has expired. It also 
allows settlement of claims for losses that result from parcels sent through ‘he 
mails. The addressee of the parcel may suffer a loss which he does not k ‘ow 
about until the statute of limitations has run. Even though an armed conflict 
prevents claims of this nature from being presented within the period ordinarily 
applicable, no extension of the statute of limitations is authorized under existing 
law. This proposed legislation would also eliminate this inequity by extending 
the statute of limitations upon the occurrence of armed conflict. 

Another inequity under the act of July 3, 1943, arises because, in the case of 
personal injury or death, the amount is limited to “reasonable medical, hospital, 
and burial expenses, actually incurred * * *.’”” No recovery is permitted for 
the loss of earnings, diminished earning capacity, permanent injury, pain an 
suffering, and death benefits. This proposal would allow settlement under the 
act of claims based on those reasons; however, the amount of payment would 
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FURTHER AMEND ACT OF JULY 3, 1943 (CH. 189, 57 STAT. 372) 3 


continue to be limited to $1,000. The amendment would apply to claims accruing 
after the date of its enactment. The proposed amendment would eliminate many 
costly lawsuits, reduce the number of private relief bills, and expedite the settle- 
ment of claims. 

LEGISLATIVE REFERENCES 


Two proposals containing amendments to the act of July 3, 1943, were sub- 
mitted to the Congress as a part of the Department of Defense legislative program 
for 1953. One was introduced as H. R. 2977 and the other was introduced as 
H. R. 5108. Subsequently, H. R. 5108 was incorporated into H. R. 2977 and 
was passed by the House of Representatives. No further action was taken on 
that proposal. This proposal is identical with H. R. 2977, as it passed the House, 
except for a change in the title of the bill. 


COST AND BUDGET DATA 


It is estimated that the enactment of this proposal would result in an increase 
in cost to the Army of $35,000 and to the Air Force of $100,000 for fiscal year 1956, 
however, no worthwhile estimate of the increase in cost to the Navy or the Marine 
Corps is possible. 

Sincerely yours, 


Haroutp E, Tausorr. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is printed below in roman existing law in 
which no change is proposed, with matter proposed to be stricken out 
enclosed in black brackets, and new matter proposed to be added 
shown in italics: 


Act or Jury 3, 1943 (Cu, 189, 57 Star. 372) 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of War, and, subject to appeal 
to the Secretary of War, such other officer or officers as he may designate for such 
purposes and under such regulations as he may prescribe, are hereby authorized 
to consider, ascertain, adjust, determine, settle and pay in an amount not in excess 
of $500, or in time of war not in excess of $1,000, where accepted by the claimant 
in full satisfaction and final settlement, any claim against the United States arising 
on or after May 27, 1941, when such claim is substantiated in such manner as 
the Secretary of War may by regulation prescribe, for damage to or loss or 
destruction of property, real or personal, or for personal injury or death, caused 
by military personnel or civilian employees of the War Department or of the 
Army while acting within the scope of, their employment, or otherwise incident 
to noncombat activities of the War Department or of the Army, including claims 
for damage to or loss or destruction, by criminal acts, of registered or insured mail 
while in the possession of the military authorities, claims for damage to or loss 
or destruction of personal property bailed to the Government and claims for 
damages to real property incident to the use and occupancy thereof, whether 
under a lease, express or implied, or otherwise: Provided, That the damage to or 
loss or destruction of property, or the personal injury or death, shall not have 
been caused in whole or in part by any negligence or wrongful act on the part of 
the claimant, his agent, or employee. No claim shall be settled under this Act 
unless presented in writing within [one year] two years after the accident or 
incident out of which such claim arises shall have occurred: [Provided, That if 
such accident or incident occurs in time of war, or if war intervenes within one 
year after its occurrence, any claim may on good cause shown be presented within 
one year after peace is established.] Provided, That if such accident or incident 
occurs in time of war or armed conflict, or if war or such armed conflict intervenes 
within two years after its occurrence, any claim may, on good cause shown, be pre- 
sented within two years after peace 1s established or such armed conflict terminates, 
The dates of commencement and termination of an armed conflict for the purpose of 
this Act shall be established by concurrent resolution of the Congress or by determina- 
tion of the President. [The amount allowed on account of personal injury or 
death shall be limited to reasonable medical, hospital, and burial expenses actually 
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incurred, except that] [n]No payment shall be made to any claimant in reim- 
bursement for medical or hospital services furnished at the expense of the United 
States nor, in the case of burial, of such portion of the expense thereof as may be 
otherwise paid by the United States. Any such settlement made by the Secretary 
of War, or his designee, under the authority of this Act and such regulations as 
he may prescribe hereunder, shall be final and conclusive for all purposes, not- 
withstanding any other provision of law to the contrary. The provisions of this 
Act shall not be applicable to claims arising in foreign countries or possessions 
thereof which are cognizable under the provisions of the Act of January 2, 1942 
(55 Stat. 880; 31 U. 8S. C. 224d), as amended, or to claims for damage to or loss 
or destruction of property of military personnel or civilian employees of the War 
Department or of the Army, or for personal injury or death of such persons, if 
such damage, loss, destruction, injury, or death occurs incident to their service. 
The Secretary of War may report such claims as exceed $500, or in time of war 
$1,000, to Congress for its consideration. 

Sec. 2. Such appropriations as may be required for the settlement of claims 
under the provisions of this Act are hereby authorized. ma isin cw te available 
to the War Department for the settlement of claims under the provisions of other 
laws shall be available for the settlement of claims of the same character under 
the provisions of this Act. 

Sec. 3. That portion of section 1 of the Act of August 24, 1912 (37 Stat. 586), 
reading as follows: “Provided, That hereafter the Secretary of War is authorized 
to consider, ascertain, adjust, and determine the amounts due on all claims for 
damages to and loss of private property when the amount of the claim does not 
exceed the sum of one thousand dollars, occasioned by heavy gun fire and target 
practice of troops, and for damages to vessels, wharves, and other private prop- 
erty, found to be due to maneuvers or other military operations for which the 
Government is responsible, and report the amounts so ascertained and deter- 
mined to be due the claimants to Congress at each session thereof through the 
Treasury Department for payment as legal claims out of appropriations that may 
be made by Congress therefor.”’, is et oye 

Src. 4. The Act of December 28, 1922 (42 Stat. 1066; 31 U. S. C. 215-217), 
shall hereafter be inapplicable to the War Department. 

Sec. 5. Section 4 of the River and Harbor Act, approved June 25, 1910 (36 
Stat. 676), as amended by the Act of June 5, 1920 (41 Stat. 1015; 33 U.S. C, 
564), is hereby repealed. 

Sec. 6. The Act of March 3, 1885 (23 Stat. 350), as amended by the Act of 
July 9, 1918 (40 Stat. 880), and by the Act of March 4, 1921 (41 Stat. 1436), is 
hereby amended by adding, after section 5, the following sections: 

“Sec. 5a. Any authorization or direction in this Act to the Secretary of War, 
and any reference herein to a decision, declaration, or other action by the Secre- 
tary of War, shall include authorization or direction to, and action by, as the case 
may be, such other officer or officers as he may designate for such purposes, act- 
ing under such regulations as he may prescribe. Any settlement made by the 
Secretary of War, or his designee, under the authority of this Act, under such 
regulations as he may prescribe, shall be final and conclusive for all purposes, 
notwithstanding any other provisions of law to the contrary. 

“Sec. 5b. The provisions of this Act shall be applicable also to civilian per- 
sonnel and civilian employees of the War Department or of the Army, including 
such personnel and employees engaged on civil works.” 

Sec. 7. The Act of February 13, 1936 (49 Stat. 1138; 31 U. S. C. 224a), shall 
hereafter be inapplicable to acts of officers, enlisted men, and employees of the 
Army and officers, employees, or agents of the War Department. 

Sec. 4. That the amendment made by the third section of this Act shall be effec- 
tive only with respect to claims accruing after the date of its enactment. 
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SETTLEMENT OF CLAIMS FOR DAMAGES OCCASIONED 
BY ARMY, NAVY, AND MARINE CORPS FORCES IN 
FOREIGN COUNTRIES 





Marcu 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Lang, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3561} 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3561) to further amend the act of January 2, 1942, entitled 
“An act to ‘ane: for the prompt settlement of claims for damages 
occasioned by Army, Navy, and Marine Corps forces in foreign 
countries,” having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

This proposed legislation was submitted to the Speaker of the House 
of Representatives on January 5, 1955, by the Department of the Air 
Force and referred to this committee. 

After careful consideration, the committee believes the suggested 
amendments are meritorious, and recommends the passage of the bill. 

The communication of the Department of the Air Force sets forth 
fully the need for the legislation and explains the effect of the proposed 
changes. That communication is as follows: 


DEPARTMENT OF THE AiR Force, 
OFFICE OF THE SECRETARY, 


Washington, January 5, 1956. 
Hon. Emanvet CEeuier, 


Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Cuairman: Enclosed is a legislative proposal, to further amend the 
act of January 2, 1942, entitled ‘‘An act to provide for the prompt settlement of 
claims for damages occasioned by Army, Navy, and Marine Corps forces in 
foreign countries,” and a sectional analysis thereof. This measure is a part of 
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the Department of Defense ns goat program for 1955 and has been submitted 
to the Speaker of the House of Representatives this date. 
Your assistance in obtaining early consideration of this measure will be 
appreciated. 
Sincerely yours, 
Jor W. Ke tty, 
Major General, USAF, 
Director, Legislative Liaison, 


DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, January 3, 1956. 
Hon. Sam RayBurRN, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There are forwarded herewith a draft of legislation to 

further amend the act of January 2, 1942, entitled ‘An act to provide for the 

rompt settlement of claims for damages occasioned by Army, Navy, and Marine 
Co forces in foreign countries,” and a sectional analysis thereof. 

This proposal is a part of the Department of Defense legislative program for 
1955, and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Air Force has been designated as the representative of the 
Department of Defense for this legislation. It is recommended that this proposal 
be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to further amend the act of January 2, 1942, 
generally referred to as the Foreign Claims Act. This act, as amended, authorizes 
the Secretary of a military department to appoint commissions to settle claims 
against the United States where military or civilian personnek of that department 
have caused property damage, injury, or death to inhabitants of any foreign 
country. 

One of the requirements in the act is that the person must have sustained the 
property loss, injury, or death in the country in which he is an inhabitant. If the 
claim arises in a foreign country of which the claimant is not an inhabitant, there 
is no authority for an administrative settlement. For example, a French inhabi- 
tant may be paid if he is injured in France but he cannot be paid if he is injured 
in Belgium, or some other foreign country. Section 1 (1) of this proposal would 
eliminate this situation by deleting from the act the words “‘arising in such foreign 
country,” and substituting therefor the words “arising outside of the United 
States, its Territories and possessions.” The fact that settlements can be effected 
only in those cases where the claimant is an inhabitant of the country where the 
incident occurred has resulted in numerous private relief biils. This would be 
obviated by the enactment of the proposed bill. 

At the present time, almost all death claims and many property damage claims 
are found to be meritorious in an amount exceeding $5,000. When so found, they 
must be certified to the Congress by the Bureau of the Budget for an appropriation 
out of which to pay the claim, thus resulting in a delay in payment and consequent 
dissatisfaction with the presence of United States Armed Forces in otherwise 
friendly foreign countries. Enactment of section 1 (2) of the proposed bill would 
not only expedite payment of these meritorious claims, but would reduce by ap- 
proximately 90 percent the number of claims so certified to Congress. The pro- 
posed amendment would raise the jurisdictional limit of claims which may be 
settled administratively from $5,000 to $15,000. 

The existing law permits claims against one service to be settled and paid, upon 
the recuest of the service concerned, by a claims commission composed of officers 
of a different service during time of war. Section | (3) of the proposed bill would 
provide permanent authority for the use of joint commissions or commissions of 
other services. Under the present law, each military department must, in peace- 
time, have a claims commission available for every area in the world where civilian 
or military personnel of that department are assigned for duty. Enactment of this 
legislative proposal will decrease the peacetime budgetary requirements of the 
Department of Defense by eliminating the necessity for 3 commissions in foreign 
countries where civilian or military personnel of all 3 military departments are 
assigned. 
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Finally, the coverage of the Foreign Claims Act is limited to the activities of 
military and civilian personnel of the three military departments. It does not 
cover activities of those civilian employees of the Department of Defense who are 
not oy whl by a military department, such as civilian employees of the Office 
of the Secretary of Defense and of Military Assistance Advisory Groups. Section 
1 (4) of the proposed bill would extend the coverage of the Foreign Claims Act to 
the activities of these civilian employees. Any claims made cognizable by this 
extension of the act would be handled by the commissions already established by 
the military departments. While the number of claims caused by the activities of 
civilian employees of the Department of Defense has been limited, the lack of 
authority to settle them has been a source of embarrassment to the Government. 
The effect of the proposed amendment is to extend the act so that it will conform 
with existing Department of Defense organization. 

All of these amendments are designed to effectuate as fully as possible the 
avowed purpose of the Foreign Claims Act, which is to promote and maintain 
friendly relations with foreign countries by the prompt settlement of certain 
meritorious claims arising in those countries. 


LEGISLATIVE REFERENCES 


By letters dated January 5, 1953, and March 23, 1953, the Office of the Secre- 
tarv of Defense forwarded two proposals to the Congress which were introduced 
as H. R. 2565 and H. R. 4364, respec.ively. By a letter dated December 2, 1953, 
the Department of the Air Force forwarded a proposal to the Congress which 
was introduced as H. R. 7067. All three of those proposals would have amended 
the Foreign Claims Act. The proposals which were introduced as H. R. 2565 
and H. R. 4364 were also introduced as S. 1239 and S. 1449, respectively. H.R. 
2565 and H. R. 4364 were passed by the House of Representatives on April 20, 
1953, and May 19, 1953, respectively, but no further action was taken thereon. 
No action was taken on H. R. 7067 after its introduction. This proposal is a 
consolidation of those three proposals. 


COST AND BUDGET DATA 


It is estimated that the enactment of this proposal would result in an increase 
in costs to the Army of $139,000 and to the Air Force of $49,000 for fiscal year 
1956, however, no worthwhile estimate of the increase in costs to the Navy and 
the Marine Corps is possible. 

Sincerely yours, 
Harotp E. Tarsorr. 


SECTIONAL ANALYSIS 
Section 1 


Clause (1) would amend the first section of the basic act to delete the present 
requirement that the claimant must be an inhabitant of the foreign country in 
which the incident occurred which gave rise to his claim against the United States. 
Under the proposed amendment, the only requirement will be that the claim must 
arise outside of the United States, its Territories and possessions. 

Clause (2) would amend the first section of the basic act to raise the jurisdic- 
tional limit of claims which may be settled and paid by a foreign claims commission 
from $5,000 to $15,000. 

Clause (3) would amend section 7 of the basic act to make permanent the present 
wartime authority to have a claim against one service settled, at the request of 
that service, by any foreign claims commission even though not composed of 
officers of the service concerned. 

Clause (4) would add a new section 8 to the bill to provide coverage under the 
basic act for the activities of civilian employees of the Department of Defense who 
are not employees of the military departments. At the present time, the activities 
of civilian employees of the military departments are covered, but the activities 
of civilian employees of the Department of Defense who are not employees of the 
military departments are not covered. The new section 8 would provide such 
coverage. Claims arising out of the activities of these persons will be considered, 
escertained, adjusted, determined, and paid by claims commissions already estab- 
lished by the military departments. 

Section 2 would provide that the amendments which will be made by clauses 
(1) and (4) of section 1 shall be effective only with respect to claims accruing after 
the date of enactment of this amendatory act. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
maha brackets, and new matter proposed to be added shown in 
italics: 

Acr or JANuary 2, 1942, as AMENDED 
(55 Stat. 880; 31 U. 8S. C. 224d; 57 Stat. 66; 31 U. 8. C. 224d) 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act of January 2, 1942 (55 Stat. 880; 
31 U.S. C. 224d), be, and hereby is, amended to read as follows: 

“That, for the purpose of promoting and maintaining friendly relations by the 
prompt settlement of meritorious claims, the Secretary of War and the Secretary 
of the Navy, and such other officer or officers as the Secretary of War or the 
Secretary of the Navy, as the case may be, may designate for such purposes and 
under such regulations as he may prescribe, are hereby authorized to appoint a 
Claims Commission or Commissions, each composed of one or more officers of 
the Army, Navy, or Marine Corps, as the case may be, to consider, ascertain, 
adjust, determine, and make payments, where accepted by the claimant in full 
satisfaction and in final settlement, of claims, ineluding claims of insured but 
excluding claims of subrogees, on account of damage to or loss or destruction of 
publie property both real and personal, or on account of damage to or loss or 
destruction of private property both real and personal, or personal injury or 
death of inhabitants of a foreign country, ineluding places located therein which 
are under the temporary or permanent jurisdiction of the United States, [arising 
in such foreign country] arising outside of the United States, its Territories and 
possessions, including claims for da to or loss or destruction of personal 
property bailed to the Government and claims for damages incident to the use 
and occupancy of real property, whether under a lease, express or implied, or 
otherwise, when such damage, loss, destruction, or injury is caused by Army, 
Navy, or Marine Corps forces, or individual members thereof, including military 
personnel and civilian employecs thereof, or otherwise incident to noncombat 
activities of such forces, where the amount of such claim does not exceed 
[$5,000] $15,000: Provided, That no claim shall be considered by such Commis- 
sions unless presented within one year after the occurrence of the accident or 
incident out of which such claim arises except that claims arising out of accidents 
or incidents occurring after December 6, 1941, but prior to May 1, 1943, may be 
presented at any time prior to May 1, 1944: Provided further, That any such settle- 
ments made by such Commissions shall be subject to such regulations as the 
Secretary of War or the Secretary of the Navy may prescribe and may, in cases 
where the amount exceeds $2,500 but does not exceed [$5,000] $15,000, be subject 
to the approval of such commanding or other officer of Army, Navy, or Marine 
Corps forces, as the case may be, as the Secretary of War or the Secretary of the 
Navy may prescribe; and the Secretary of War and the Secretary of the Navy, 
respectively, shall have authority, if he deems any claim in excess of [$5,000] $15,000 
to be meritorious, to certify such amount as may be found to be just and reasonable 
thereon to Congress as a legal claim for payment out of appropriations that may be 
made by Congress therefor, together with a brief statement of the character of suc! 
claim, the amount claimed, and the amount allowed: Provided further, That no 
claim of any national of any country at war with the United States, or of any ally 
of such enemy country, except as the Commission or the local military commander 
shall determine that the claimant is friendly to the United States, and no claim 
resulting from action by the enemy or resulting directly or indirectly from any act 
by our armed forces engaged in combat, shall be allowed under this Act: Provided 
further, That any such settlements made by such Commissions under the authority 
of this Act shall be final and conclusive for all purposes, notwithstanding any other 
provision of law to the contrary. 

“Src. 2. All payments in settlement of claims under section 1 of this Act shall 
be made out of the appropriation, current at the time of settlement, for ‘Pay, 
subsistence, and transportation of naval personnel’, as to claims settled by Com- 
missions composed of officers of the Navy or Marine Corps, and out of the appro- 
priation, current at the time of settlement, for ‘Finance Service, Army’, as to 
claims settled by Commissions composed of officers of the Army. 
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“Sec. 3. This Act shall be pa peerage to, and not in lieu of, all other pro- 
visions of law authorizing consideration, ascertainment, adjustment, determina- 
tion, or payment of claims by the Secretary of War and the Secretary of the 
Navy, “er a oy 

“Sec. 4. This Act shall be applicable to claims not heretofore satisfied arising 
on or after May 27, 1941: Provide d, That as to any claim in excess of $1,000 this 
Act shall be applicable for the purpose of payment thereof, or the purpose of the 
certification thereof to iy for payment, only if the accident or incident out 
of which such claim arises has occurred, or shall occur, subsequent to December 


6, 1941. 
“Spc. 5. The Act of April 18, 1918 (40 Stat. 532), relating to indemnity for 
damages caused by American forces abroad, is hereby repealed. 

“Sec. 6. Claims of the type described in section 1 hereof on account of damage 
to or loss or destruction of property, both real and personal, or personal injury or 
death of any person, caused by Coast Guard forces, or individual members, in- 
cluding military personnel and civilian employees thereof, or otherwise incident to 
activities of such forces, arising at any time while the Coast Guard shall be oper- 
ating as a part of the Navy may be considered, ascertained, adjusted, determined, 
and paid in the manner in this Act provided for the settlement of Navy and Marine 
Corps claims, except that in such cases one or more officers of the Coast Guard 
may be appointed by the Secretary of the Navy to a Claims Commission or Com- 
missions or as Officers to approve settlements of claims made by such Commission 
or Commissions, and all payments in settlement of such claims shall be made out 
of the appropriation ‘General expenses, Coast Guard’: Provided, That no claims 
on account of damage to or loss or destruction of property, or personal injury or 
death, caused by Coast Guard forces, or individual members thereof, or otherwise 
incident to the activities of such forces, shall be considered, ascertained, adjusted, 
determined, or paid under the provisions of this Act at any time when the Coast 
Guard shall be operating under the Treasury Department. 

* * * * * * . 

“Sec. 7. [In time of war, any] Any claims, whether Army, Navy, Marine 
Corps, or Coast Guard, which may be settled under this Act may, at the request 
of the service concerned, be settled by any Commission or Commissions appointed 
under this Act even though not composed of officers of the service concerned, 
subject to reimbursement by the service for whom the claims were settled pursuant 
to the provisions of this Act.” 

* * s 2 * * * 


“Sze, 8. The Secretary of Defense may designate any claims commission or 
commissions, appointed under section 1, to consider, ascertain, adjust, determine, 
and make payment with respect to claims, as described in section 1 hereof, for damages 
caused by a civilian employee of the Department of Defense other than a civilian 
employee of the Department of the Army, Navy, or Air Force. Claims under this 
section shall be considered, ascertained, adjusted, determined, and paid in the same 
manner provided in this Act for the settlement of Army, Navy, Air Force, and Marine 
Corps claims. All payments in settlement of claims under this section shall be 
made out 7 appropriations available to the Office of the Secretary of Defense for the 
payment of claims.”’. 

kc. 2. The amendments made by clauses (1) and (4) of section 1 of this Act 
shall be effective with respect to claims accruing after the date of its enactment. 
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1st Session No. 290 





FURTHER AMEND THE MILITARY PERSONNEL CLAIMS 
ACT OF 1945 





Marcu 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Lang, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 3996) 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3996) to further amend the Military Personnel Claims Act of 
1945, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

The purpose of this proposed legislation is to amend the Military 
Personnel Giaims Act of 1945, as amended, so as to remove the $2,500 
limitation upon the amount which may be recovered under that act. 
It is also proposed to permit the recovery of the full amount of any 
claim in excess of $2,500 in the case of an individual whose claim may 
have been settled in the interim period after July 3, 1952, and prior to 
= date that this proposed legislation would be enacted and become 
ellective. 


STATEMENT OF FACT 


This proposal was submitted to the Speaker of the House of 
Representatives under date of January 3, 1955, by the Secretary of 
the Air Force and referred to this committee for consideration. 

A similar bill was favorably reported by this committee during the 
last Congress and passed by the Biostes, but no final action was taken 
by the Senate (H. R. 7068, H. Rept. No. 1907, 83d Cong., 2d sess.). 

The recent communication from the Secretary of the Air Force is 
set forth below, and explains in detail the need for the proposed 
amendments and the effect of the suggested changes: 
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DEPARTMENT OF THE Arr FoRCE, 
OFFice oF THE SECRETARY, 
Washington, January 3, 1955, 
Hon. Sam Rarsurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaxer: There is enclosed a draft of legislation to further amend 
the Military Personnel Claims Act of 1945. 

This proposal is part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Air Force has been designated as the representative of the 
Department of Defense for this legislation. It is recommended that this proposal! 
be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to amend the Military Personnel Claims Act 
of 1945 (59 Stat. 225), as amended (31 0. 8. C. 222c), so as to remove the $2,500 
limitation upon the amount which may be recovered under that act. This pro- 
posal would also permit the recovery of the full amount of any claim in excess of 
$2,500 in the case of an individual whose claim may have been settled in the in- 
terim period after July 3, 1952, and prior to the date that this proposed legisla- 
tion would be enacted and become effective. The limitation was imposed by an 
amendment on the floor of the Senate in the closing days of the 82d Congress. 
Prior to this time, there was no limit on the amount which could be recovered as 
a result of loss or damage to personal property. 

The Department of Defense is of the opinion that this monetary limitation im- 

oses the greatest hardship on those members of the military service who are 
ast able to bear the burden. The usual claim averages about $250 or less, and 
involves damage or loss of household furnishings and personal property incident to 
transportation of shipment by Government carrier or by Government contract 
carrier. Events of catastrophic proportion such as fire, flood, and airplane crashes, 
account for the vast majority of claims in excess of $2,500. These major claims 
usually involve total losses of household furnishings and personal possessions of 
the unfortunate individuals concerned. 

With regard to the monetary aspects of this proposal, the military departments 
report as follows concerning the recovery limitation in the Military Personnel 
Claims Act of 1945 during the fiscal year of 1954: 




















Army Navy Air Force 
Number of claims affected by the limitation. ................- '2 ‘7 33 
Amount by which the limitation reduced the total amount 
OEE. =. nonbicanrah+ gained penaiecnihsnbanimeshmibieahatiniialetbetes 1 $23, 450.98 | 1 $12, 896, 37 $41, 240. 38 
! Estimate. 


It is realized that personnel with claims in excess of $2,500 are not precluded 
from ultimate recovery of the full amount as they may request the Congress to 
enact private relief legislation in their behalf. noms. as pointed out above, 
the cases involving more than that amount usually result from a disastrous event 
or accident. The Department of Defense feels that especially in these cases of 
extreme hardship the full amount of the claim should be paid very promptly. 
The removal of the limitation would allow this to be accomplished and, in addi- 
tion, the Congress and the President would not be burdened with additional pri- 
vate legislation. In this regard at least one private relief bill has already been 
introduced on behalf of a claimant who was limited in the amount of recovery, 
after having filed a claim in the amount of $6,749.85, for the loss of household 


furnishings caused by fire (H. R. 5651, 83d Cong.). It is assumed that such 

rivate legislation will be introduced on behalf of other claimants as long as the 
imitation remains in effect. Further, claims in excess of $2,500 would be subject 
to congressional scrutiny as the act provides that all settlements shall be reported 
annually to the Congress. 
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LEGISLATIVE REFERENCES 


An identical proposal was submitted to the Congress on November 18, 1953, 
as a of the Department of Defense legislative program for 1954. It. was 
introduced as H. R. 7068 and passed the House of Representatives on July 6, 
1954. No further action was taken on that proposal. 


COST AND BUDGET DATA 


It is estimated that the enactment of this proposal would result in an increase 
in cost to the Army of $23,450 for fiscal year 1956, however, no worthwhile 
estimate the increase in cost to the Navy, the Air Force, or the Marine Corps 
is possihie, 

. Sincerely yours, 

Haroip E, Taxsorr. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, there is printed below in roman existing law in which 
no change is proposed, with matter proposed to be stricken out 
enclosed in black brackets, and new matter proposed to be added 
shown in italics: 


Act or May 29, 1945 as Amenpep (59 Srar. 225) 


Sec. 1. (a) That the Secretary of the Army, the Secretary of the Navy, and 
the Secretary of the Air Force, and such other officer or officers as they may 
designate for such sag a9 and under such regulations as they, respectively, may 
prescribe, are hereby authorizcd to «Jnsider, ascertain, adjust, determine, settle, 
and pay og claim [not in excess of $2,500} against the United States, including 
claims not heretofore satisfied, arising on or after December 7, 1939, of military 
personnel and civilian employees of the Department of the Army or of the Army 
and including civilian employees of the War Department during its existence, 
of military personnel and civilian employces of the Department of the Navy or 
of the Navy. and of military personnel and civilian employees of Department of 
the Air Force or of the Air Force, when such claim is substantiated, and the 
property determined to be reasonable, useful, necessary, or proper under the at- 
tendant circumstances, in such manner as the Secretary of the Army, the Secre- 
tary of the Navy, and the Secretary of the Air Force, as to the military personnel 
and civilian employees of their respective gp Meese tes and services, may by 
regulation prescribed, for damage to or loss, destruction, capture, or abandon- 
ment of personal property occurring incident to their service, or to replace such 
personal property in kind: Provided, That the damage to or loss, destruction, 
capture, or abandonment of property shall not have been caused in whole or in 
part by any negligent or wrongful act on the part of the claimant, his agent, or 
employee, and shall not have occurred at quarters occupied by the claimant within 
the continental United States (excluding Alaska) which are not assigned to him or 
otherwise provided in kind by the Government: And provided further, That the 
Secretary of Defense, and such other officer or officers as he may designate for 
the purpose, and under such regulations as he may prescribe, are hereby author- 
ized to exercise with respect to claims of civilian employees of the Department of 
Defense not hereinbefore enumerated, arising on or after July 25, 1947, for damage 
to or loss, destruction, capture, or abandonment of personal property occurring 
incident to their service, powers similar to those conferred upon the Secretary 
of the Army, the Secretary of the Navy, and the Secretary of the Air Force and 
their designees by this Act with respect to claims of military personnel and civilian 
employees of their Departments. 

(b) The Secretary of the Army, the Secretary of the Navy, the Secretary of the 
Air Force, and the Secretary of Defense, and their designees, respectively, in the 
event of the death of any person apres, Sine military personnel or civilian em- 
ployees enumerated in subsection (a), are hereby authorized to consider, ascertain, 


adjust, determine, settle, and pay any claim, otherwise cognizable under this Act, 
presented by the survivor of such person for damage to or loss, destruction, cap- 
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ture, or abandonment of the personal property of such person, regardless of 
whether such damage, loss, destruction, capture, or abandonment occurred con- 
currently with or subsequent to such death. 

(o) As used in this Act, the term “survivor” means surviving spouse, child or 
children, father and/or mother, or brothers and/or sisters of the decedent, and 
claims by survivors shall be settled and rg in that order of precedence. 

(d) Every claim cognizable under this Act shall be forever barred unless 
presented in writing within two years after such claim accrues or within one year 
after the date of the enactment of this Act, whichever is later: Provided, That if a 
claim accrues in time of war or in time of armed conflict in which Armed Forces 
of the United States are engaged, or if war or such armed conflict intervenes within 
two years after it accrues, it may, on good cause shown, be presented within two 
years after such good cause ceases to exist, but not later than two years after peace 
is established or the armed conflict terminates. The dates of commencement and 
termination of an armed conflict for the purpose of this subsection shall be estab- 
lished by concurrent resolution of the Congress or by determination of the Presi- 
dent: And provided further, That any claim cognizable under this Act which has 
not heretofore been presented for consideration, or has been presented for con- 
sideration and disapproved for the reason that the claimant did not file such claim 
within the time authorized by law, or any claim congizable hereunder of any sur- 
vivor which has not heretofore been presented for consideration, or has been 
presented for consideration and disapproved for the reason that heretofore such 
survivor acquired no right of recovery under this Act, may, at the written request 
of the claimant made within one year from the date of the enactment of this 
amendatory Act, be considered or reconsidered and settled in accordance with 
the provisions hereof. 

(e) Any settlement made by the Secretary of the Army, the Secretary of 
the Navy, the Secretary of the Air Force, or the Secretary of Defense, or their 
designees, under the authority of this Act and such regulations as they, respec- 
tively, may prescribe hereunder, shall be final and conclusive for all purposes, 
notwithstanding any other provision of law to the contrary. 

Sec. 2. Section 1 of this amendatory Act is effective as of July 2, 1952, and, notwith- 
standing section 1 (e) of the Military Personnel Claims Act of 1945, as amended, 
any claim heretofore settled in the amount of $2,500 solely by reason of the maximum 
limitation established by the Act of July 3, 1952 (ch. 548, 66 Stat. 321), may, upon 
the written request of the claimant made within one year from the date of enactment 
of section 1 of this amendatory Act, be reconsidered and settled in accordance with the 
amendment contained in that section. 
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1st Session No. 291 


——_— 


84TH CONGRESS ' HOUSE OF REPRESENTATIVES | Report 





CONSIDERATION OF H. R. 4951 





Marcu 22, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Tuoornserry, from the Committee on Rules, submitted the 
following 


REPORT 


{To accompany H. Res. 189] 


The Committee on Rules, having had under consideration House 
Resolution 189, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { REport 
1st Session No. 292 





CONSIDERATION OF H. R. 4647 





Marcu 22, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. TrimBzez, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 190] 


The Committee on Rules, having had under consideration House 


Resolution 190, report the same to the House with the recommendation 
that the resolution do pass, 
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1st Session 


84TH CONGRESS ' HOUSE OF REPRESENTATIVES { Report 


No. 293 





REPEAL OF SECTIONS 452 AND 462 OF THE INTERNAL 
REVENUE CODE OF 1954 





Marcu 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


[To accompany H. R. 4725] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 4725) to repeal sections 452 and 462 of the Internal Revenue 
Code of 1954, having considered the same, report favorably thereon 


with an amendment and recommend that the bill as amended do pass. 
The amendment is as follows: 
Page 2, after line 14, insert: 
SEC. 4. SAVING PROVISIONS. 
(a) Frorne or Statement.—If— 
(1) the amount of any tax required to be paid for any taxable year is in- 
creased by reason of the enactment of this Act, and 
(2) the last date prescribed for payment of such tax (or any installment 
thereof) is before September 15, 1955, 
then the taxpayer shall, on or before September 15, 1955, file a statement which 


shows the increase in the amount of such tax required to be paid by reason of the 
enactment of this Act. 


(b) Form ano Errect or STaTEMENT.— 

(1) Form oF sTATEMENT, ETC.—The statement required by subsection (a) 
shall be filed at the place fixed for filing the return. Such statement shall be 
in such form, and shall include such information necessary or appropriate 
to show the increase in the amount of the tax required to be paid for the tax- 
able year by reason of the enactment of this Act, as the Secretary of the 

reasury or his delegate shall by regulations prescribe. 

(2) TREATMENT AS AMOUNT SHOWN ON RETURN.—The amount shown on 
a statement filed under subsection (a) as the increase in the amount of the 
tax required to be paid for the taxable year by reason of the enactment of 
this Act shall for all purposes of the internal revenue laws be treated as tax 
shown on the return. 

(3) WAIVER OF INTEREST IN CASE OF PAYMENT ON OR BEFORE SEPTEMBER 
15, 1955.—If the taxpayer, on or before September 15, 1955, files the statement 
referred to in subsection (a) and pays in full that portion of the amount 
shown thereon for which the last date prescribed for payment is before 
September 15, 1955, then for purposes of computing interest (other than 
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interest on overpayments) such portion shall be treated as having been 
paid on the last date prescribed for payment. This paragraph shal! not 
apply if the amount shown on the statement as the increase in the amount 
of the tax required to be paid for the taxable year by reason of the enact- 
ment of this act is greater than the actual increase unless the taxpayer 
establishes, to the satisfaction of the Secretary of the Treasury or his dele. 
gate, that his computation of the greater amount was based upon a reason- 
able interpretation and application of sections 452 and “462 of the Internal 
Revenue Code of 1954, as those sections existed before the enactment of 
this act. 
(c) Specira Routes.— 

(1) INTEREST FOR PERIOD BEFORE ENACTMENT.—lInterest shall not be im- 
posed on the amount of any increase in tax resulting from the enactment of 
ro Act for any period before the day after the date of the enactment of this 

ct. 

(2) Estimatrep Ttax.—Any addition to the tax under section 294 (d) of 
the Internal Revenue Code of 1939 shall be computed as if this Act had not 
been enacted, In the case of any installment for which the last date pre- 
scribed for payment is before September 15, 1955, any addition to the tax 
under section 6654 of the Internal Revenue Code of 1954 shall be computed 
as if this Act had not been enacted. 

(3) — OF CERTAIN PAYMENTS WHICH TAXPAYER IS REQUIRED TO 
MAKE,—If— 

(A) the taxpayer is required to make a payment (or an additional 
payment) to another person by reason of the enactment of this Act, and 
(B) the Internal Revenue Code of 1954 prescribes a period, which 
expires after the close of the taxable vear, within which the taxpayer 
must make such payment (or additional payment) if the amount thereof 
is to be taken into account (as a deduction or otherwise) in computing 
taxable income for such taxable year, 
then, subject to such ilations as the Secretary of the Treasury or his 
delegate may prescribe, if such payment (or additional payment) is made on 
or before September 15, 1955, it shall be treated as having been made within 
the period prescribed by such Code. 

(4) DETERMINATION OF DATE PRESCRIBED.—For purposes of this section, 
the determination of the last date prescribed for payment or for filing a 
return shall be made without Prsasedy to any extension of time therefor and 
without regard to any provision of this section. 

(5) Reeunations.—For requirement that the Secretary of the Treasury 
or his delegate shall prescribe all rules and regulations as may be necessary 
by reason of the enactment of this Act, see section 7805 (a) of the Internal 
Revenue Code of 1954. 


SUMMARY OF PROVISIONS 


Section 1 of the bill repeals sections 452 and 462 of the Internal 
Revenue Code of 1954, relating to prepaid income and reserves for 
estimated expenses, respectively. 

Section 2 contains technical conforming amendments. 

Section 3 provides that the amendments made by this bill are to 
apply to taxable years soapy aed December 31, 1953, and ending 
after the date of enactment of the 1954 Code. 

The committee amendment adds a new section 4 which contains 
certain saving provisions designed to place, insofar as possible, tax- 
payers who elected the benefits of sections 452 and 462 in the same 
position they would have been in had these sections never beet 
enacted. 

GENERAL STATEMENT 


Your committee for some time has been concerned as to the effect 
of these provisions on the revenue. The Secretary of the Treasury, 
after reviewing the provisions in connection with proposed regulations, 
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has also expressed concern as to their revenue effects and has requested 
their repeal as shown by the following letter addressed to the chairman 
of the committee: 
Tue SecRETARY OF THE TREASURY, 
Washington, March 7, 1956. 
Hon. Jere Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: This supplements my letter of March 3 concerning 
the operation of the two new accounting provisions covering deferred income and 
reserves for estimated expenses (secs. 452 and 462 of the Internal Revenue Code 
of 1954). Our studies now have proceeded far enough to indicate clearly that 
many taxpayers are planning to use these provisions to defer income and create 
deductions in excess of anything contemplated at the time they were proposed. 

The objective of these sections was simply to conform tax bookkeeping with 
business bookkeeping. They never were intended to cover innumerable items 
some taxpayers apparently intend to claim. If permitted to remain in the law, 
they will cause a greater loss in revenue than estimated and cause considerable 
litigation. We are not able to adequately correct this by regulation. Accord- 
ingly, I recommend that the two provisions cited above immediately be repealed 
retroactively to their original effective dates. 

Our report and recommendations on various other technical corrections in the 
1954 code will be ready soon. 

* Sincerely yours, 

G. M. Humpurey. 

Upon receipt of this letter, the chairman of your committee and the 
ranking minority member of your committee introduced companion 
bills to accomplish the repeal of sections 452 and 462 of the Internal 
Revenue Code of 1954. Your committee also scheduled hearings on 
one of these bills, H. R. 4725, and invited the Secretary of the Treasury 
as the first witness. Three additional days were devoted to the hearing 
of testimony from taxpayers and interested parties who would be 
affected by repeal of the two sections. In addition taxpayers were 
invited to submit statements which could be incorporated in the 
record of the hearings. 

Your committee has given careful consideration to the statements 
made by the witnesses at the hearings. Your committee is in accord 
with the general principle that tax accounting should be brought into 
harmony with generally accepted principles of business accounting 
since the latter “pone reflect more accurately the timing of receipt 
of income and of incurring of expenses. However, your committee is 
concerned about the very large revenue loss which it now appears is 
involved in the transition period in which taxpayers adopt reserves 
for estimated expenses or elect to defer prepaid income. Last year 
when these provisions were enacted it was estimated by the Treasury 
Department that the total revenue loss involved in all of the account- 
ing provisions was $47 million. From incomplete information now 
available it appears that the loss from these two provisions alone may 
well exceed $1 billion. Your committee believes that this is a loss 

which the Nation can ill afford at this time. 

The protests which have been made by numerous taxpayers to the 
proposed regulations under these sections and data received from other 
sources indicate that these sections are being interpreted as extending 
far beyond the operation contemplated at the time of their adoption. 
The result will undoubtedly be protracted and costly litigation. 
Moreover, the Treasury is of the opinion that the serious deficiencies 
that exist in the provisions cannot be corrected by administrative 
action. 


74008°—57 H. Rept., 84-1, vol. 2——65 
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In view of the testimony received from taxpayers by your committee 
and the recognized desirability of conforming tax accounting to 
business accounting, your committee has instructed the staff of the 
Treasury Department and the staff of the Joint Committee on 
Internal Revenue Taxation to make studies of these accounting prob- 
lems in an effort to provide conformance of tax and business account- 
ing without the transitional revenue loss. It has further requested 
each staff to report any suggested solutions to the committee as soon 
as feasible. 

Pending these studies, however, it is believed that the prompt 
enactment of this bill is necessary to guard against the unintended 
and unexpected revenue loss. Proposals have been advanced that 
the income-deferring provisions of section 452 should be retained in 
the law even though the estimated expense provisions of section 462 
are repealed. It is contended that the revenue loss from section 452 
is relatively insignificant in relation to the loss involved in section 462. 
Your committee has given careful consideration to the possibility 
of such action. It has been advised by the Treasury, however, that 
if section 452 is not repealed at the same time section 462 is repealed, 
a number of taxpayers who have reported a greatly reduced tax 
liability by electing the benefits of section 462 would be able to 
accomplish the same result by electing to defer income under section 
452. For example, under section 462 it is possible to set up a reserve 
for estimated expenses attributable to fulfilling obligations of servicing 
and repairs under a product guaranty. If section 462 only were 
repealed, it would be possible for taxpayers, simply by changing the 
form of the transaction, to defer under section 452 that portion of 
income from the sale of the product which is attributable to the liabil- 
ity for future servicing and repairs under the guaranty. It is, there- 
fore, deemed necessary to repeal section 452 as well as section 462. 

The prompt enactment of this bill will mitigate the serious incon- 
veniences and the expense that may be occasioned to taxpayers who 
have filed or are about to file their returns or have made various com- 
mitments in reliance upon sections 452 and 462. In addition, your 
committee has added an amendment to the bill designed to alleviate 
the inconvenience to taxpayers of the repeal of these sections. This 
amendment will have the effect of relieving taxpayers of any interest 
which would otherwise be imposed by reason of the increase in tax 
resulting from this bill if taxpayers file a statement and pay the portion 
of the increased tax which is due on or before September 15, 1955. 
Under the amendment additions to tax will not be imposed with 
—— to the increase in tax resulting from the enactment of this bill 
if the required statement is filed on or before that date. It is also 
recognized that the repeal of sections 452 and 462 from the time that 
they became effective in the 1954 code will have the result of increas- 
ing the taxable income in the first year of change. As a result, the 
amendment also provides that the time for qualif ing for any deduc- 


tions which are affected by such increase will be extended to September 
15,1955. For example, if contributions to a pension and profit-sharing 
trust are geared to taxable income, the period during which allowable 
contributions may be paid by an accrual basis taxpayer is extended 
to September 15. 

Your committee in repealing sections 452 and 462 does not intend 
to disturb prior law as it affected permissible accrual accounting pro- 
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visions for tax purposes, including the treatment of prepaid newspaper 
subscriptions. On the question of accrual of vacation pay, the Treas- 
ury has indicated to the committee that the provisions of its rulings 
under the 1939 code which permitted accrual of vacation pay under 
specified conditions will not be revoked for any taxable year ending 
rior to Janu 1, 1956. ‘These assurances are confirmed in the 
ollowing letter from the Secretary of the Treasury: 


Wasuineton, March 22, 1956. 
Hon. Jere Cooper, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cnrarrman: This letter will confirm the statements made to 
you today by Treasury representatives. 

I assure your committee that if H. R. 4725 as reported out by your committee 
is enacted, as I earnestly hope it will be, the Treasury Department will apply 
revenue ruling 54-608 (relating to the accrual of vacation pay) only to taxable 
years ending after December 31, 1955. 

Furthermore, the Treasury Department will not consider the repeal of section 
452 as any indication of congressional intent as to the proper treatment of prepaid 
subscriptions and other items of prepaid income, either under prior law or under 
other provisions of the 1954 code. In other words, the repeal of section 452 will 
not be considered by the Department as either the acceptance or the rejection by 
Congress of the decision in Beacon Publishing Co. v. Commissioner (218 F. (2d) 
697, C. A. 10, 1955) or any other judicial decisions. 

It is my understanding that the foregoing is consistent with the desire of your 
committee, with which I agree, that the repeal of sections 452 and 462 should 
operate simply to reestablish the principles of law which would have been appli- 
cable if sections 452 and 462 had never been enacted. 

Sincerely yours, 


G. M. Humpurey, 
Secretary of the Treasury. 


TECHNICAL ANALYSIS OF THE COMMITTEE AMENDMENT 


Under the committee amendment to the bill (the text of which 
appears at the bezinning of this report) a new section 4 would be 
added to the bill. Subsection (a) of this section requires a taxpayer 
to file a statement on or before September 15, 1955, showing the 
increase in the tax required to be paid by reason of the repeal of sec- 
tions 452 and 462 of the Internal Revenue Code of 1954, if the due 
date for the payment of such increase or any installment thereof is 
before September 15, 1955. The due date for payment is to be deter- 
mined without regard to any extension of time granted for payment 
of the tax (including extensions arising by reason of the provisions 
of this sec. 4). 

Where 1 installment is so payable before September 15, 1955, the 
full amount of the increase required to be paid for the taxable year 
shall be shown on the statement, even though the other installment 
is not due until on or after September 15, 1955. Where the taxpayer 
is required to file a statement, the increase in tax required to be 
paid by reason of the repeal of sections 452 and 462 shall be deter- 
mined by recomputing taxable income for the taxable year and any 
deductions or credits affected thereby. 

The provisions of subsection (a) may be illustrated by the following 
example. Corporation X files its income-tax return for the calendar 

ear 1954 on March 15, 1955, and elected under section 6152 of the 
nternal Revenue Code of 1954 to pay the unpaid amount of the tax 
shown thereon in two equal installments. Such installment payments 


UNIVERSITY OF MICHIGAN LIBRARIES 








6 REPEAL SECTIONS 452 AND 462 OF INTERNAL REVENUE CODE 


are due on March 15, 1955, and June 15, 1955, respectively. In 
determining its tax liability for such year it elected to avail itself of 
the benefits of sections 452 and 462. Since corporation X’s tax 
liability for the year 1954 is increased by reason of the enactment of 
the bill, and since the last date prescribed for paying its tax is before 
September 15, 1955, it is required to submit a statement on or before 
September 15, 1955, showing such increase in tax. 

Subsection (b) of the proposed section 4 contains provisions relating 
to the form of the statement required by subsection (a), and the 
effect of filing such statement. ch ging (1) of subsection (b) pro- 
vides that the statement shall be filed at the place fixed for filing the 
taxpayer’s tax return for the taxable year to which the statement 
relates. The statement shall contain the information and computa- 
tions necessary or appropriate to show the increase in the tax required 
to be paid as a result of the repeal of sections 452 and 462, and shall 
be made on a form prescribed by the Secretary or his delegate. 

Paragraph (2) of subsection (b) provides that the amount of increase 
in tax attributable to the enactment of the bill, as shown by the 
taxpayer on the statement required by subsection (a), shall be treated 
for all purposes of the internal revenue laws as though it were a tax 
shown by the taxpayer on his return. This provision insures that 
all provisions of law applicable to the assessment and collection of 
the tax shown on the return will apply with respect to the amount 
shown on such statement. One effect of this paragraph is to preclude 
the imposition of additions to tax, with respect to aaa amount, under 
the pertinent provisions of chapter 68 of the Internal Revenue Code 
of 1954. Thus, the additions to the tax provided for in section 6653 
(relating to additions to the tax for negligence or fraud) will not apply 
to the amount shown on the statement. Neither this paragraph, nor 
any other ig Me of this section, affects any criminal penalty. 

aragraph (3) of subsection (b) prescribes the conditions under which 
a period of time will be disregarded in computing interest with respect 
to the increase in tax. If the taxpayer files the statement in accordance 
with subsection (a) and pays in full that portion of the increase in tax 
shown thereon which is due before September 15, 1955, then for the 
purpose of computing interest (other than interest on overpayments) 
such amount shall be treated as having been paid on the last day pre- 
scribed by law for making such payment. The provisions of this para- 
graph may be illustrated by the following examples: 

(1) Corporation X’s return for the Sleadis year 1954 was filed 
on March 15, 1955, and it paid the tax liability shown thereon in 
equal installments on March 15, 1955, and June 15, 1955. It filed 
a statement on September 15, 1955, showing the increase in its 
tax liability by reason of the repeal of sections 452 and 462 and 
paid at that time the increase in tax shown thereon. Since the 
taxpayer has complied with the provisions of paragraph (3), no 
interest will be imposed with respect to the amount of the pay- 
ment. 

(2) On July 15, 1955, Corporation Y filed its return for a 
fiscal year en ing on April 30, 1955. It elected to pay its tax in 
two equal installments on July 15, 1955, and October 15, 1955. 


Corporation Y filed the statement required in subsection (a) on 
September 15, 1955, and paid with such statement one-half of the 
increase shown thereon. Since Corporation Y has satisfied the 
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provisions of paragraph (3), no interest will be imposed with 
respect to the payment made on September 15, 1955. On 
October 15, 1955, it must pay its second installment of tax, includ- 
ing one- of the increase in tax shown on the statement. 
ith respect to the installment due on October 15, 1955, including 
the applicable portion of the increase in tax, interest on any 
failure to pay the amount due on such date shall be computed 
under the applicable provisions of the Internal Revenue Code. 


The last sentence of — (3) provides that the paragraph shall 
not apply if the amount shown on the statement as the increase in 
the amount of the tax required to be paid for the taxable year is (by 
reason of the enactment of the bill) greater than the actual increase 
unless the re establishes, to the satisfaction of the Secretary or 
his delegate, that his computation of the greater amount was based 
upon a reasonable interpretation and application of sections 452 and 
462 of the Internal Revenue Code of 1954, as those sections existed 
before the enactment of the bill. 

Paragraph (1) of subsection (c) states that interest shall not be 
imposed with respect to the amount of any increase in tax resulting 
from the repeal of sections 452 and 462 for any period prior to the day 
after the date of enactment of the bill. The provisions of this para- 
graph are applicable notwithstanding any other provisions of section 4. 

Paragraph (2) of subsection (c) states the conditions under which 
additions to the tax will not be imposed with respect to the estimated 
tax of an individual where additions to the tax would result from the 
enactment of the bill. Any addition to the tax under section 294 (d) 
of the Internal Revenue Code of 1939, relating to estimated tax, shall 
be computed without oy cag to any increase in tax resulting from the 
enactment of the bill. the case of any underpayment of estimated 
tax to which section 6654 of the Internal Revenue Code of 1954 applies, 
any additions to the tax for installments due before September 15, 
1955, shall be computed without regard to any increase in tax resulting 
from the enactment of the bill. Any additions to the tax with respect 
to installments due on or after September 15, 1955, shall be imposed in 
accordance with the applicable provisions of the code. 

Paragraph (3) of eibaeotion (c) provides that if— 

A) the taxpayer is required to make a payment (or an addi- 
tional payment) to another person by reason of the enactment of 
the bill, and 

(B) the Internal Revenue Code of 1954 prescribes a period 
(which expires after the close of the taxable year) within which the 
taxpayer must make the payment (or additional payment) if the 
amount thereof is to be fm into account (as a deduction or 
otherwise) in computing taxable income for such taxable year, 

then (subject to regulations and if made on or before September 15, 
1955) the payment (or additional payment) shall be treated as having 
been made within the period de dew by the 1954 code. The appli- 
cation of this paragraph may be illustrated by the following examples: 


(1) Assume that section 267 of the 1954 code (relating to 
losses, expenses, and interest with respect to transactions be- 
tween related taxpayers) applies to amounts accrued by taxpayer 
A for salary payable to I. For the taxable year 1954, A is re- 
quired to pay I a salary equal to 5 percent of A’s taxable income 
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for the taxable year. Under existing law (with the application 
of sec. 462) the amount accrued for the taxable year was $5,000. 
By reason of paragraph (3) taxpayer A’s deduction for 1954 of 
$1,000 will not be disallowed if that amount is paid on or before 
September 15, 1955. 

(2) Assume that on March 1, 1955, X, a calendar year tax- 
payer on the accrual basis, makes a payment described in section 
404 (a) (6) of the 1954 code (relating to contributions of an em- 
ployer to an employees’ trust) of $10,000 which is accrued for 
1954 and is required to be paid on the basis of the amount of the 
taxable income for that year. The taxpayer filed his return 
March 15, 1955. By reason of the enactment of the bill tax- 
payer X’s taxable income is increased so that he is required to 
make an additional payment of $2,000. This payment is made 
before September 15, 1955. By reason of paragraph (3), this 
or ge payment is deemed to have been made on the last day 
of 1954. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, H. R. 
4725, as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, existing law in which no change 
is proposed is shown in roman): 


Internal Revenue Code of 1954 
CHAPTER 1—NORMAL TAXES AND SURTAXES 
* * cs * * * a 
Subchapter C—Corporate Distributions and Adjustments 
* - * * a * * 


PART V—CARRYOVERS 


Sec. 381. Carryovers in certain corporate acquisitions. 
Sec. 382. Special limitations on net operating loss carryovers. 


SEC, 381. CARRYOVERS IN CERTAIN CORPORATE ACQUISITIONS. 
(a) GeneRat Rutze.—In the case of the acquisition of assets of a corporation 
by another corporation— 

(1) in a distribution to such other corporation to which section 332 (relating 
to liquidations of subsidiaries) applies, except in a case in which the basis of 
the assets distributed is determined under section 334 (b) (2); or 

(2) in a transfer to which section 361 (relating to nonrecognition of gain 
or loss to corporations) applies, but only if the transfer is in connection with 
a reorganization dentbed in subparagraph (A), (C), (D) (but only if the 
requirements of subparagraphs (A) and (B) of section 354 (b) (1) are met), 
or (F) of section 368 (a) (1), 

the acquiring corporation shall succeed to and take into account, as of the close 
of the day of distribution or transfer, the items described in subsection (c) of the 
distributor or transferor corporation, subject to the conditions and limitations 
specified in subsections (b) and (c). 

* * * a * * * 


(c) Irems or THe DistripvutoR oR TRANSFEROR CoRPORATION.—The items 
referred to in subsection (a) are: : 

(1) NET OPERATING LOSS CARRYOVERS.—The net operating loss carryovers 
determined under section 172, subject to the following conditions and limita- 
tions: 

(A) The taxable year of the ac 


uiring corporation to which the net 
operating loss carryovers of the distri ibutor or transferor corporation 
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on are first carried shall be the first taxable year ending after the date of 
00 distribution or transfer. 
: (B) In determining the net operating loss deduction, the portion of 
of such deduction attributable to the net operating loss carryovers of the 
ore distributor or transferor corporation to the first taxable year of the 
acquiring corporation ending after the date of distribution or transfer 
shall be limited to an amount which bears the same ratio to the taxable 
AX- income (determined without regard to a net operating loss deduction) 
ion of the acquiring corporation in such taxable year as the number of days 
m- in the taxable year after the date of distribution or transfer bears to the 
for total number of days in the taxable year. 
th (C) For the purpose of determining the amount of the net operating 
8 loss carryovers under section 172 (b) (2), a net operating loss for a 
urn taxable year (hereinafter in this subparagraph referred to as the “loss 
aX- year’) of a distributor or transferor corporation which ends on or before 
to the end of a loss year of the acquiring corporation shall be considered to 
| d be a net operating loss for a year prior to such loss year of the acquiring 
ade corporation. For the same purpose, the taxable income for a “prior 
this taxable year’’ (as the term is used in section 172 (b) (2)) shall be com- 
day puted as provided in such section; except that, if the date of distribution 


or transfer is on a day other than the last day of a taxable year of the 
acquiring corporation— 
(i) such taxable year shall (for the purpose of this subparagraph 


only) be considered to be 2 taxable years (hereinafter in this sub- 

use paragraph referred to as the “pre-acquisition part year” and the 
R. ‘post-acquisition part year’’); 

> be (ii) the pre-acquisition part year shall begin on the same day as 

nge such taxable year begins and shall end on the date of distribution 


or transfer; 

(iii) the a part year shall begin on the day following 
the date of distribution or transfer and shall end on the same day 
as the end of such taxable year; 

(iv) the taxable income for such taxable year (computed with the 
modifications specified in section 172 (b) (2) (A) but without a net 
operating loss deduction) shall be divided between the pre-acquisi- 
tion part year and the ee part year in proportion to the 
number of days in each; 

(v) the net operating loss deduction for the pre-acquisition part 
year shall be determined as provided in section 172 (b) (2) (B), but 
without regard to a net operating loss year of the distributor or 
transferor corporation; and 

(vi) the net operating loss deduction for the post-acquisition part 
year shall be determined as provided in section 172 (b) (2) (B). 

(2) EARNINGS AND pROFITs.—In the case of a distribution or transfer 
described in subsection (a)— 
(A) the earnings and profits or deficit in earnings and profits, as the 


ation case may be, of the distributor or transferor corporation shall, subject to 
subparagraph (B), be dgemed to have been received or incurred by the 
ating ae ——— as of the close of the date of the distribution or 
al ransfer; an 
sis of (B) a deficit in earnings and profits of the distributor, transferor, or 
f gain acquiring corporation shall be used only to offset earnings and profits 
. with accumulated after the date of transfer. For this purpose, the earnings 
if the and profits for the taxable year of the acquiring corporation in which 
met) the distribution or transfer occurs shall be deemed to have been accumu- 
‘ lated after such distribution or transfer in an amount which bears the 
close same ratio to the undistributed earnings and profits of the acquiring cor- 
of the poration for such taxable year (computed without regard to any earnings 
ations and profits received from the distributor or transferor corporation, as 
described in subparagraph (A) of this paragraph) as the number of days 
. in the taxable year after the date of distribution or transfer bears to the 
: total number of days in the taxable year. 
items (3) CaprraL Loss CARRYOVER.—The capital loss carryover determined 


under section 1212, subject to the following conditions and limitations: 


yovers (A) The taxable year of the acquiring corporation to which the capital 

imita- loss carryover of the distributor or transferor corporation is first carried 

er shall be the first taxable year ending after the date of distribution or 
transfer. 


ration 
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(B) The capital loss carryover shall be a short-term capital loss in the 
taxable year determined under subparagraph (A) but shall be limited to 
an amount which bears the same ratio to the net — in (deter- 
mined without to a short-term capital loss attri to capital 
loss carryover), if any, of the acquiring corporation in such taxable 
year as the number of days in the taxable year after the date of distribu- 
tion or transfer bears to the total number of days in the taxable year. 

(C) For purposes of determining the amount of such capital loss carry- 
over to taxable years following the taxable year determined under sub- 
paragraph (A), the net tal gain in the taxable year determined under 
subparagraph (A) shall considered to be an amount equal to the 
amount determined under subparagraph (B). 

(4) Mernop or accountine.—The acquiring ration shall use the 
method of accounting used by the distributor or transferor corporation on the 
date of distribution or transfer unless different methods were used by several 
distributor or transferor corporations or by a distributor or transferor corpora- 
tion and the acquiring corporation. If different methods were used, the 
acquiring corporation shall use the method or combination of methods of 
computing taxable income adopted pursuant to regulations prescribed by the 
Secretary or his delegate. 

(5) Inventorigs.—In any case in which inventories are received by the 
acquiring corporation, such inventories shall be taken by such eorporation 
(in determining its income) on the same basis on which such inventories were 
taken by the distributor or transferor corporation, unless different methods 
were used by several distributor or transferor corporations or by a distributor 
or transferor corporation and the es corporation. If different methods 
were used, the acquiring corporation shall use the method or combination of 
methods of taking inventory adopted pursuant to regulations prescribed by 
the Secretary or his delegate. 

(6) METHOD OF COMPUTING DEPRECIATION ALLOWANCE.—The acquiring 
corporation shall be treated as the distributor or transferor corporation for 
purposes of computing the depreciation allowance under paragraphs (2), 
(3), and (4) of section 167 (b) on property acquired in a distribution or 
transfer with respect to that part or all the basis in the hands of the 
acquiring corporation as does not exceed the basis in the hands of the dis- 
tributor or transferor corporation. 

((7) Prerar tncome.—If the acquiring corporation assumes the liability 
described in section 452 (e) (2) with respect to prepaid income of a distributor 
or transferor corporation which had elected, under section 452 (d), to report 
such income as provided in section 452, the acquiring corporation shal! be 
treated, for this purpose, as if it were the distributor or transferor corpora- 
tion, unless the acquiring corporation, after the date of distribution or 
transfer, uses the cash receipts and disbursements method of accounting. 
In the latter case, the acquiring corporation shall include in gross income 
for the first taxable year ending after the date of distribution or transfer, 
so much of such prepaid income as was not includible in gross income of 
the distributor or transferor corporation under section 452 for prececling 
taxable years.] 

(8) INSTALLMENT METHOD.—If the acquiring corporation acquires install- 
ment obligations (the income from which the distributor or transferor cor- 
poration has elected, under section 453, to report on the installment basis) 
the acquiring corporation shall, for purposes of section 453, be treated as if 
it were the distributor or transferor corporation. 

(9) AMORTIZATION OF BOND DISCOUNT OR PREMIUM.—If the acquiring 
corporation assumes liability for bonds of the distributor or transferor cor- 
ageaemn issued at a discount or premium, the acquiring corporation shall 

treated as the distributor or transferor corporation after the date of 
distribution or transfer for pu of determining the amount of amortiza- 
tion allowable or includible with respect to such discount or premium. 

(10) TREATMENT OF CERTAIN EXPENSES DEFERRED BY THE ELECTION OF 
DISTRIBUTOR OR TRANSFEROR CORPORATION.—The acquiring corporation shall 
be entitled to deduct, as if it were the distributor or transferor corporation, 
expenses deferred under sections 615 and 616 (relating to exploration ard 
development expenditures, respectively) if the distributor or transferor 
corporation has so elected. For the purpose of applying the limitation 
provided in section 615, if, for any taxable year, the distributor or transferor 
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corporation was allowed the deduction in section 615 (a) or made the election 
in section 615 (b), the acquiring corporation shall be deemed to have been 
allowed such deduction or to have made such election, as the case may be. 

(11) CoNnTRIBUTIONS TO PENSION PLANS, EMPLOYEES’ ANNUITY PLANS, AND 
STOCK BONUS AND PROFIT-SHARING PLANS.—The acquiring corporation shall 
be considered to be the distributor or transferor corporation after the date of 
distribution or transfer for the purpose of determining the amounts deductible 
under section 404 with respect to pension plans, employees’ annuity plans, 
and stock bonus and profit-sharing plans. 

(12) ReEcOvVERY OF BAD DEBTS, PRIOR TAXES, OR DELINQUENCY AMOUNTS.— 
If the acquiring corporation is entitled to the recovery of bad debts, prior 
taxes, or delinquency amounts previously deducted or credited by the dis- 
tributor or transferor corporation, the acquiring corporation shall include in 
its income such amounts as would have been includible by the distributor or 
transferor corporation in accordance with section 111 (relating to the recovery 
of bad debts, prior taxes, and delinquency amounts). 

(13) INVOLUNTARY CONVERSIONS UNDER SECTION 1033.—The acquiring 
corporation shall be treated as the distributor or transferor corporation after 
the date of distribution or transfer for purposes of applying section 1033. 

(14) DivipEND CARRYOVER TO PERSONAL HOLDING COMPANY.—The divi- 
dend carryover (described in section 564) to taxable years ending after the 
date of distribution or transfer. 

(15) INDEBTEDNESS OF CERTAIN PERSONAL HOLDING COMPANIES.—The ac- 
quiring corporation shall be considered to be the distributor or transferor 
corporation for the pu of determining the applicability of section 545 
(b) (7), relating to a deduction for payment of certain indebtedness incurred 
before January 1, 1934. 

(16) CERTAIN OBLIGATIONS OF DISTRIBUTOR OR TRANSFEROR CORPORA- 
TION.—If the acquiring corporation— 

(A) assumes an nga tay of the distributor or transferor corporation 
beng ee the date of the distribution or transfer, gives rise to a liabil- 
ty, an 
(B) such liability, if paid or accrued by the distributor or transferor 
Sosporetron. would have been deductible in computing its taxable 
ncome, 
the acquiring corporation shall be entitled to deduct such items when paid 
or accrued, as the case may be, as if such corporation were the distributor 
or transferor corporation. A corporation which would have been an ac- 
quiring corporation under this section if the date of distribution or transfer 
had occurred on or after the effective date of the provisions of this subchapter 
applicable to a liquidation or reorganization, as the case may be, shall be 
entitled, even though the date of distribution or transfer occurred before 
such effective date, to apply this paragraph with respect to amounts paid 
or accrued in taxable years beginning after December 31, 1953, on account 
of such obligations of the distributor or transferor corporation. This para- 
graph shall not apply if such obligations are reflected in the amount of stock, 
securities, or property transferred by the acquiring corporation to the trans- 
feror corporation for the property of the transferor corporation. 

(17) DericreNcy DIVIDEND OF PERSONAL HOLDING comPpaNny.—If the ac- 
yee! corporation pays a deficiency dividend (as defined in section 547 

d)) with respect to the distributor or transferor corporation, such distributor 
or transferor corporation shall, with respect to such payments, be entitled 
to the deficiency dividend deduction provided in section 547. 

(18) PERCENTAGE DEPLETION ON FXTRACTION OF ORES OR MINERALS FROM 
THE WASTE OR RESIDUE OF PRIOR MINING.—The acquiring corporation shall 
be considered to be the distributor or transferor corporation for the purpose 
of determining the applicability of section 613 (c) (3) (relating to extraction 
of ores or minerals from the ground). ‘ 

(19) CHARITABLE CONTRIBUTIONS IN EXCESS OF PRIOR YEARS LIMITA- 
tTIon.—Contributions made in the taxable year ending on the date of dis- 
tribution or transfer and the prior taxable ea by the distributor or trans- 
feror corporation in excess of the amount deductible under section 170 (b) 
(2) in such taxable years shall be deductible by the acquiring corporation 
in its first two taxable years which begin after the date of distribution or 
transfer, subject to the limitations imposed in section 170 (b) (2). 
@ e s % 
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Subchapter E—Accounting Periods and Methods of Accounting 
e e e s ® ® s 


PART II—METHODS OF ACCOUNTING 


Subpart B—Taxable Year for Which Items of Gross Income Included 


Sec. 451. General rule for taxable year of inclusion. 
 aesge 452. Prepaid income.} 
. 453. Installment method. 
Sec. 454. Obligations issued at discount. 
oe es 


(SEC. 452. PREPAID INCOME. 


{(a) Prepaiw Income To Be Earnep Over Snort or INDEFINITE Pertop.— 

((1) Sort periop.—In the case of any prepaid income to which this 
section applies, if the liability described in subsection (e) (2) is (at the time 
the income is received) to end before the first day of the sixth taxable year 
after the taxable year in which such income is received, then such income 
shall be included in gross income for the taxable year in which received, and 
for each of the 5 succeeding taxable years, to the extent proper under the 
method of accounting used under section 446 in computing taxable income 
for such year. If the liability does not in fact end before the first day of 
such sixth taxable year, such income shall be included in gross income for 
the taxable years specified in the preceding sentence except that with the 
consent of the Secretary or his delegate it shall be included in gross income 
in such proportions, and for such taxable years, as are specified in such 
consent. 

((2) InpeFiniTEe PERIOp.—In the case of any prepaid income to which 
this section applies, if the liability described in subsection (e) (2) is (at the 
time the income is received) of indefinite duration, then such income shall 
be included in gross income for the taxable year in which received and for 
each of the 5 succeeding taxable years, consistently with the principles 
yeas in paragraph (1) and subsection (b), under regulations prescribed 

y the Secretary or his delegate. With the consent of the Secretary or his 
delegate the prepaid income shall be included in gross income in such pro- 
ortions, and for such taxable years, as are specified in such consent. 
rb) Prepariw Income To Be Earnep Over Lone Pertop.—lIn the case of 


any prepaid income to which this section applies, if the liability described in 
subsection (e) (2) is (at the time the income is received) to end after the close of 
the fifth taxable year after the taxable year in which such income is received, 
then— 


(1) one-sixth of the prepaid income shall be included in gross income for 
the taxable year in which received, and one-sixth shall be included in gross 
income for each of the 5 succeeding taxable years; except that 

{(2) with the consent of the Secretary or his delegate, the prepaid income 
shall be included in gross income in such proportions, and for such taxable 
years, as are specified in such consent. 

E(c) WHere Taxparer’s Liapruity Ceases.—In the case of any prepaid 


“income to which this section applies— 


{(1) If the liability described in subsection (e) (2) ends, then so much 
of such income as was not includible in gs income under subsections (a) 
and (b) for preceding taxable years shall be included in gross income for the 
taxable year in which the liability ends. 

{(2) If the taxpayer dies or ceases to exist, then so much of such income 
as was not includible in gross income under subsections (a) and (b) for 
preceding taxable years shall be included in gross income for the taxable year 
in which such death, or such cessation of existence, occurs. 

[(d) Prerarin Income to Wuicu Tuts Section AppPLies.— 

((1) Exection or Benerits.—This section shall apply to prepaid income 
if and only if the taxpayer makes an election under this section with respect 
to the trade or business in connection with which such income is received. 
The election shall be made in such manner as the Secretary or his delegate 
may by regulations prescribe. No election may be made with respect to 4 
trade or business if, in computing taxable income, the cash receipts and dis- 
kag method of accounting is used with respect to such trade or 

usiness, 
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{(2) Score or evection.—An election made under this section shall apply 
to all prepaid income received in connection with the trade or business wit 
respect to which the taxpayer has made the election; except that the tax- 

yer may, to the extent permitted under regulations prescribed by the 
8 are or his delegate, include in gross income for the taxable year of re- 
ceipt the entire amount of any prepaid income if the liability from which it 
arose is to end within 12 months after the date of receipt. An election made 
under this section shall not apply to any prepaid income received before the 
first taxable year for which the election is made. 

((3) WHEN ELECTION MAY BE MADE.— 

{[(A) Wrirnovut consent.—A taxpayer may, without the consent of 
the Secretary or his delegate, make an election under this section for his 
first taxable year (i) which begins after December 31, 1953, and ends after 
the date on which this title is enacted, and (ii) in which he receives pre- 

aid income in the trade or business. Such an election shall be made not 
ater than the time prescribed by this subtitle for filing the return for 
such year (including extensions thereof). 

((B) Wrrn consent.—A taxpayer may, with the consent of the Secre- 
tary or his delegate, make an election under this section at any time. 

{(e) Derinirtions.—For purposes of this section— 

{(1) Prepar rncome.—The term “prepaid income” means any amount 
(includible in gross income) which is received in connection with, and is 
directly attributable to, a liability which extends beyond the close of the 
taxable year in which such amount is received. Such term does not include 
any income treated as gain from the sale or other disposition of a capital 
asset. 

({(2) LiaBitity TO RENDER SERVICES, ETC.—The term “‘liability’”’ means a 
liability to render services, furnish goods or other property, or allow the use 
of property 

(3) RecEIPT OF PREPAID INCOME.—Prepaid income shall be treated as 
received during the taxable year for which it is includible in gross income 
under section 451 (without regard to this section).] 


* ~*~ * * * * 
Subpart C—Taxable Year For Which Deductions Taken 


Sec. 461. General rule for taxable year of deduction. 
(Sec. 462. Reserves for estimated expenses, etc.} 


* * * * * ” * 
(SEC. 462. RESERVES FOR ESTIMATED EXPENSES, ETC. 


{(a) Generar Rute.—In computing taxable income for the taxable year, there 
shall be taken into account (in the discretion of the Secretary or his delegate) 
a — addition to each reserve for estimated expenses to which this section 
applies. 

{(b) Apjustments Wuere Reserve Becomes Excessive.—If it is deter- 
mined that the amount of any reserve for estimated expenses to which this section 
applies is (as of the close of the taxable year) excessive, then (under regulations 
prescribed by the Secretary or his delegate) such excess shall be taker into account 
in computing taxable income for the taxable year. 

C{(c) Estimatep Expenses To Waicu Tats Section ApPLies.— 

((1) Evection oF spenerits.—This section shall apply to estimated ex- 
penses if and only if the taxpayer makes an election under this section with 
respect to the trade or business to which such expenses are attributable. 
The election shall be made in such manner as the Secretary or his delegate 
may by regulations preseribe. No election may be made with respect to a 
trade or business if in computing taxable income the cash receipts and dis- 
bursements method of accounting is used with respect to such trade or 
business. 

{(2) Scope or ELection.—An election made under this section shall apply 
to all estimated expenses attributable to the trade or business. 

({(3) WHEN ELECTION MAY BE MADE.— 

({(A) Wirsour consent.—A taxpayer may, without the consent of 
the Secretary or his delegate, make an election under this section for his 
first taxable year (i) which begins after December 31, 1953, and ends 
after the date on which this title is enacted, and (ii) for which there are 
estimated expenses attributable to the trade or business. Such an elec- 
tion shall be made not later than the time prescribed by law for filing 
the return for such year (including extensions thereof). 
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E(B) Wire consent.—A taxpayer may, with the consent of the 
Secretary or his delegate, make an election under this section at any 
time. 

{(a) Estimatep Expenses Derinep.— 

£(1) Generat rvie.—For purposes of this section, the term ‘‘estimated 
expense” means a deduction allowable by this subtitle— 
[(A) part or all of which would (but for this section) be required to 
be taken into account for a su uent taxable year; 
{(B) which is attributable to the income of the taxable year or prior 
taxable years for which an election under this section is in effect; and 
{[(C) which the Secretary or his delegate is satisfied can be estimated 
with reasonable accuracy. 
{(2) Excerrions.—The term “estimated expense” does not include— 
[(A) any deduction attributable to income taken into account in 
computing taxable income for taxable years preceding the first taxable 
year for which the election is made; 
{C(B) any deduction attributable to — income to which section 
452 applies by reason of an election made under such section by the 
taxpayer; or 
F (C) any deduction allowable under section 166 (relating to bad 
ebts). 

C(e) Specran Rute ror Depvuctions AtrripuTaBLe TO Periop Berore 
Evection.—Any deduction attributable to income taken into account in com- 
puting taxable income for taxable years preceding the first taxable year for which 
the election is made shall be allowable in the same manner and to the same extent 
as if this section had not been enacted. J 
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CONSIDERATION OF H. R. 4725 





Marcu 23, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 191} 


The Committee on Rules, having had under consideration House 


Resolution 191, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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Marcu 24, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Vorys, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


{Pursuant to rule XI of the Rules of the House of Representatives] 


The Far East, South Asia, and the Middle East have become 
increasingly important in the legislation coming before our committee. 
About 73 percent of the authorizations in the Mutual Security Act 
of 1954 are for this area. 

We completed a survey mission through this area in November and 
December 1954. We went to Japan, Korea, Formosa, Hong Kong, 
the Philippines, Vietnam, Cambodia, Thailand, Burma, India, 
Pakistan, , Iraq, Syria, Lebanon, Jordan, Egypt, and Israel, 
stopping briefly in Italy and Spain on the way home. 


METHOD OF SURVEY 


We took with us, for study en route, summaries we had had prepared 
on the economic, military, and political situation in each country, and 
statistics on our military, economic, and technical-assistance programs. 
Before we reached each country we received additional oral or written 
briefings on the latest developments. While in a country formal 
brie , conferences, and social functions were held to a minimum, 
but informal discussions with citizens of the country and with Ameri- 
cans as we traveled or at mealtimes, were exceedingly valuable in 
obtaining the information we desired. 

We conferred with President Feb a0e Rhee in Korea, Acting 
Prime Minister Ogata in Japan, Generalissimo Chiang Kai-shek in 
Formosa, President Magsaysay in the Philippines, Premier Diem in 
Vietnam, King Norodom Sihanouk in Cambodia, Prime Minister 
Nehru in India, Prime Minister Mohammed Ali in Pakistan, the 
Shah and Prime Minister Zahedi in Iran, Prime Minister Sharett in 
Israel, and many other officials. : 

In addition to gee: cage of our own and other countries, we 
saw the homes of wor and farmers, saw troops training, and 
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visited markets, temples, and historic places, to get as much as we 
— of the feel of the countries, the customs, and culture of their 
people. 

Such a rapid survey is no substitute for the organized daily observa- 
tion and reporting of our missions abroad in forming foreign policy, 
or for the congressional hearings on legislative programs, but it is 
helpful for committee members to know about the countries and 
their peoples firsthand in considering legislation. 

The disadvantage of a rapid survey is that intensive study of any 
country is impossible. The advantage is that comparative conditions 
in the countries are carried in mind, and thus the overall, typical 
aspects are more clear. 

Throughout this oriental area there are countries and peoples, and 
groups within countries, with their own distinctive customs, cultures, 
and traditions, with separate and special problems and conditions 
which must be considered in dealing with such places by our own 
missions and by Congress. Such detailed consideration is not within 
the scope of this report. We shall attempt to give a broad, overall 
picture, based on our general impressions. 


UNITED STATES MISSIONS 


First of all we wish to pay tribute to our United States representa- 
tives in these countries. In general, we were impressed with the 
high quality, the enthusiasm, courtesy, intelligence, and devotion to 
duty of the people in our embassies, our military, economic, and 
information programs throughout this area. Living far from home, 
they work hard at carrying out the policies and promoting the inter- 
ests of our country. e would like to refer to the many who were 
outstanding, who were so helpful to us, but this is not practical in 
a report of this nature. We are grateful for what they did for us, and 
are doing for our country. 

Our personnel and our policies are working well in a difficult period 
in a challenging area. We hope our report will be helpful in this work. 


THE AREA 


There are about 700 million people in the countries we visited. 
The general area, including Communist China, which we did not visit, 
contains over half the human race. There are tremendous differences 
of all kinds within this vast area. Nevertheless, in many outstanding 
characteristics, it is possible to describe the area as a whole. 


Poverty 


The people of this area have the lowest standard of living in the 
civilised world. The average annual income is estimated at around 
$88 per person. Ours is $1,561. Our gross national product (GNP) 
was $357 billion in 1954, about 4 times that of all the countries we 
saw, although we have less than one-fourth as many people. GNP 
figures per capita vary from $350 for Israel to $73 for India and $52 
for Burma. GNP and other figures on this area, computed with vary- 
ing components in different countries, and using government-fixed 
exchange rates which are often unrealistic, make comparisons between 
countries, including our own, of little value statistically. These com- 
parisons serve, however, to illustrate the degree of poverty we saw 
with our own eyes, which is as induscrtbable in words as it is 1D 
statistics. 
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Resources 


This area contains a high proportion of the world’s strategic and 
critical materials such as oil, rubber, tin, hemp, jute, manganese, 
chrome, etc. In some countries substantial progress has been made in 
developing these resources—oil in Malaya, jute in Pakistan, manganese 
in India, etc. However, it is characteristic of the area that, on the 
whole, it is extremely underdeveloped. With determination, planning, 
and management on the part of its own people, and with technical 
assistance and capital from outside, it should be possible for these 
countries to attain a far higher standard of living than they now have. 


Agriculture 


Over 70 percent of the people in the area we visited are farmers. 
They have about 24 percent more land than we have in the United 
States. While the United States has 57 percent of its area classed as 
agricultural land, in the countries visited the agricultural land is only 
24 percent of the total area, ranging from 50 percent for Syria and 40 
percent for India down to 3 percent for Egypt. 

These countries are so overpopulated, however, that there are two 
mouths to feed per acre of agricultural land. In the United States 
there are 7 such acres per person. The average “farm” in India is 
5 acres, in Japan 90 percent of the farms are less than 2 acres, in Egypt 
70 percent are less than 1 acre. 

ater creates wealth in this hungry part of the world. In the Near 
East and South Asia the great Sty 9 as is lack of water. In the Far 
East the need is more often for water control and better distribution. 
Throughout the area, water, not land or gold, appears to be the most 
precious element. In every country we visited, there were uncultivated 
lands. Much of this could be reclaimed if sufficient water were avail- 
able and properly distributed. Irrigation systems, many of them 
ancient, produce two or more crops a year, where water is sufficient. 


Illiteracy 


Illiteracy is a problem in the countries we visited. Ability to read 
and write throughout the area varies greatly. For example, in Japan, 
the literacy rate is almost as high as that in the United States—95 per- 
cent. The literacy rates are similarly high in the countries like 
Lebanon and Israel. On the other hand, in India, with 375 million 
people, and neighboring Pakistan, as well as Vietnam and Cambodia, 
the literacy is 20 percent or less and in Iran is 10 percent. Between 
these extremes, fall countries like Formosa, the Philippines, and Korea, 
with a 65 percent literacy rate. We saw letterwriters in the streets 
of cities. Mass communication of ideas and information is slow in 
such an area. Lack of a sufficient number of people trained in govern- 
ment administration, business management, and in modern agricul- 
ture, education, industry, etc., is a greater problem. 


Transportation 
There are 925,000 miles of roads in the area, of which 515,000 are in 


Japan. We have 3,343,170 in the United States. They have 
1,850,000 motor vehicles, of which 1,025,000 are in Japan. We had 


56,279,864 in 1953. Railroads are few and far between out there. 
Land transportation is still mainly by donkeys, camels, and bullocks, 
and by manpower. Rivers and coastal waters teem with hand and 
sail-powered traffic. Where speedy modern transportation was 
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available, economic conditions were better. We realized the extent 
to which economic development depends on improved transportation. 
Cities 

_ The area contains many large cities, about 30 of them over a million 
in es Five of these, Madras, Hyderabad, Karachi, Manila, 
and Saigon, have passed the million mark since World War II. 

The cities are an interesting mixture of ultramodern buildings, 
department stores, hotels, and transportation systems jumbled to- 
gether with primitive facilities and dwellings. They are intensely 
crowded, busy, and noisy. 


Industry 


Of the great countries of the area, only Japan is intensively indus- 
trialized, though many countries possess some heavy industry and all 
have light industries of varying importance. We saw many large 
factories in Japan and some in India. We saw small factories and 
shops in all the major cities, with skillful, low-paid workers, and each 
country has considerable handicraft and cottage industry. There are 
relatively few workers skilled as our workers are in the operation, and 
especially in the maintenance, of modern machinery and equipment. 
Hong Kong has developed factories in the last few years, largely from 
capital and know-how furnished by Chinese refugees. 

ndustrialization is the goal of leaders in many couatries which do 
not have the capital or the customers for it at present. 


Rural life 


Most of the people live in little rural villages, not in cities or isolated 
farms. In Japan, the houses are mostly npr from the carefully 
maintained forests on the hills and mountains that constitute over 80 
percent of Japan’s area. In the Philippines and in a few other coun- 
tries, wood is plentiful enough for building, at least for floors. The 
Koreans have an ingenious arrangement for heating their houses by 
flues under the floor from an earthen oven outside. In Japan and 
Iran, charcoal braziers are used for heating; in Egypt, earthen ovens 
are used for cooking and heating. In general, however, the typical 
village house we saw in the large countries of the area, has a thatched 
roof, mud walls, mud floor, no door, no windows, no beds, no chairs, 
no table, no light fixtures, no stove, no icebox, no toilet, no running 
water, no place to store food for more than a day at atime. Four to 
ten people live in a compound with their cattle and chickens, crowded 
in villages with unpaved paths for streets, muddy in wet weather, 
dusty in the dry season. 

Water comes from a village well that receives daily supplies of filth 
and bacteria in various ways. Cooking is done with twigs, straw, and 
cow dung. The sights, noises, and smells of a teeming Asian village 
are picturesque—and shockin , by our standards. 

But these poor, illiterate, ill-fed, ill-clothed, ill-housed people are 
not statistics. ‘They are human beings, wonderfully cheerful, friendly, 
and courteous to us strangers, interested in us and not offended at our 
interest in them, with as much natural intelligence and common- 
sense as people here or anywhere else. They have deep and close 
family ties. The family, rather than the individual, appears to be the 
basic social and political unit, They have an artistic sense that is 
shown in their appreciation of beautiful things they do not own, in 
the graceful forms and patterns seen in their few possessions, and in 
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the wid | ability to make beautiful things. The desire for 
personal cleanliness, under crowded, difficult conditions, could be 
seen in the continuous bathing in public while fully clothed, with an 
expertness that combined thoroughness with modesty. 


Culture and religion 


They live their religion with a devout faith that brings outward 
serenity and inward satisfaction that too few of our own people know. 
Their culture, including their literature, their dances, their theater, 
is closely related to their religion. Their religions vary and overlap, 
from the Shinto in Japan, the Taoist in China, on through the Budd- 
hists and Hindus to the Moslems, Christians, and Jews of the Middle 
East. There are Buddhist org om in Japan. Buddhism, which was 
founded in India, has replaced Hinduism as the prevailing religion in 
Cambodia, while Hinduism now prevails in India. There are still 
Moslems in India, and Hindus in Pakistan. There are still Jews in 
Arab countries, and Arabs in Israel. There are Christians throughout 
the area. As in Europe, there have been many religious wars in the 
area. But just as there is a European culture which varies somewhat 
from Scandinavia down to Italy, there is an oriental culture through 
the area we visited, an eastern culture that has a varied background 
and history which is separate from our western culture. 


Race and color 


There are many racial strains in this area. The people in hot 
countries tend to have darker skins than we so-called white people. 
Of course, literally, we are not white. Hindus, with dark skins, are 
of the Aryan race. “Iran’’ means Aryan. The native Jews and 
Arabs are both called Semitic, but this is said to be because of language, 
not race. The “hairy” Ainu aborigines in Japan are said to be 
Caucasian, but are “hairy” only in comparison with the smoother- 
faced Japanese. 

In spite of unsound and uncertain bases for racial generalizations, 
in spite of racial pride and rivalries between different groups in the 
East, there are unfortunately race and color prejudices between the 
East and the West that run both ways. 


Government 


Nearly all these countries have new governments, but they are not 
new countries. They have very old civilizations. We saw the relics 
and ruins of ancient kingdoms and cultures in every land. As a 
conscious part of their new nationalism their leaders are reviving 
interest in and study of their own past. All of these countries have 
been invaded, some of them time and again. They understand the 
grim results of conquest. All of them have experienced colonialism 
or occupation in one form or other. They are against both. This 
influences their outlook on everything. They have had little experi- 
ence with representative government as we know it. They are 
accustomed to a system based on personal loyalty to whoever has 
established himself as a ruler. Most of the new governments have 
a very thin layer of trained administrative talent to draw from. Their 
leaders, however, are proud of their new independence. We heard, 
time and again, in country after country, such expressions as, “This 
is a “at proud and sensitive country.” Sometimes we tactfully 
reminded our friends that nearly every country feels that way; that 
our country, too, is proud and sensitive. 
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They are zealous and assertive in their independence. They seemed 
to have little appreciation of their interdependence. Some of them 
insist on a kind of self-determination for their nation that they do not 
permit, much less guarantee, for their own citizens. Self-determination 
involves right or might, and the power to do as you please is not 
unlimited for a person or a nation nowadays. 


COMMUNISM 


Communist aggression and constant infiltration, subversion, and 
propanganda threaten all these countries. In Japan, we heard of 
Communist propaganda in the universities and labor unions. In 
Korea, we inspected documents relating to Communist sabotage and 
espionage and saw gold rings and large amounts of opium confiscated 
from Communists who had brought them into the country to support 
their subversive activities. In Formosa, we learned of the rigid secur- 
ity precautions which the Chinese Government considers necessary 
to protect its forces from Communist infiltration. In Hong Kong, 
we saw the careful border procedures which are maintained in order 
to minimize the entry of subversives and control their movements. 
In the Philippines, we heard from high officials of the difficulties 
encountered in eliminating the Huk movement as a political and 
military force. In Thailand, we were told by officials of the concern 
of the Government about Communist activities. And in Saigon we 
saw and talked with many refugees from the Communist terror in 
the north. 

MILITARY 


The area we visited has approximately 3,100,000 men under arms. 
Of this number, about 2,350,000 are in countries with arrangements, 
agreements, or treaties providing for joint defense, mutual security, 
against Communist aggression. The United States is planning to 
maintain 2,850,000 under arms next year. This furnishes a com- 
parison as to the relative importance of the military forces in this 
area. Augmented by the forces of the countries who face the com- 
mon danger, but have not yet joined in the common defense, fully 
equipped and trained, operating under an agreed plan of action, such 
forces would provide a deterrent to Red aggression that could sub- 
stantially eliminate such a threat. 

On Hokkaido, the northern island of Japan, ground defense against 
Communist forces poised in the Kuriles a few miles away has been 
taken over by the Japanese. Air and naval forces are in training. 

In Korea, defenses are manned in depth by Republic of Korea 
(ROK) troops behind the demilitarized zone. We saw the Red forces 
in place across this zone. The ROK’s are on a constant alert basis; 
every man can reach his battle station in a very short time. The 
ROK’s, with battle-tested leaders, up-to-date equipment, and con- 
tinuous training, were impressive as to morale, discipline, and readi- 
ness. 

In Formosa, the papers last November carried in each issue a box 
entitled, “The War Today.” A destroyer escort had been sunk the 
day before we arrived. We saw ground, air, and naval forces training, 
and reviewed a marine amphibious task force. The troops we saw 
did not appear to be “aging forces.”” Boys who fled the mainland with 
their parents have become eligible for military service. Young re- 
cruits from Formosa were coming in; we were told of the organized 
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conscription of Formosan replacements which is now going into effect. 
The Nationalists, given the necessary equipment, constitute a formi- 
dable force. For the Chinese Government we recognize, Communist 

ion, backed by the U.S. S. R., is more than a future threat; it is 
a ial experience and has been for years. 

In Hong Kong colony, we saw the frontier protected with barbed 
wire, and the emplacements for defense in depth. The legal traffic 
across the border through the few carefully policed openings in the 
barbed wire is very small. The border is guarded by Hong Kong 
police; British military forces are 500 yards from the border. 

In the Philippines, under President Magsaysay, the Huk menace 
appears to be under control and is steadily being eliminated; a Huk 
leader was killed the day we arrived. The Philippine forces, famous 
for their fighting qualities, are well trained and equipped for their 
present functions. 

In South Vietnam, there was disorder and uncertainty, with private 
armies under religious sects, an unstable government, and debates 

ing on as to the size, equipment, and training of Vietnamese forces. 
Eince we left this has been changed through the leadership of honest, 
determined, Diem, President of the Council, backed and advised by 
our able and forceful special representative, Gen. J. Lawton Collins. 

In Cambodia, we saw little of the French-trained native army 
which, under resolute, intelligent, and patriotic former King Norodom, 
was preparing to do its part in defense of the country. The United 
States had no military advisory group there and no mutual-aid 
agreement at the time of our visit, but negotiations for establishing 
such an agreement are in progress. 

In Thailand, a system of building, training, and equipping of forces 
was underway, in a country which had never been a colonial possession 
of a European power and did not intend to become a colonial possession 
of the Reds. 

In Pakistan, we saw small groups of smart, well-trained forces and 
heard of their superb fighting ability. We were told that conscription 
will never be necessary in Pakisten to raise any number of troops 
needed. Extended maneuvers were taking place while we were 
there, observed by British, Turkish, and American generals. Although 
we requested before we arrived that a member of our mission should 
see these maneuvers, this was not arranged. We regret that we have 
no information as to these maneuvers. 

In Iran, we saw the training of troops, visited the efficient and well- 
run officers’ school, and learned of the plans developing to defend the 
long Russian border of this vast mountainous country. 

ith the exception of Iraq, the military forces in the Middle East 
are not maintained as part of any plan or agreement for joint defense 
againt Communist aggression. The same is true of the substantial 
forces maintained by Burma and India, although Burmese troops 


are engaged in constant skirmishes with Communist bands within their 
own borders. 


REFUGEES 


In nearly every country we visited we saw refugees, living in desti- 
tution. Refugees not only suffer heartbreaking personal losses and 
staggering property losses but unwillingly inflict heavy burdens on 
the country that receives them. 

There are approximately 24,192,000 refugees in the countries we 
visited. This includes 2,000,000 Chinese who fled from the mainland 
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to Formosa, 3,000,000 who fled from North to South Korea, and 
575,000 who fled from North to South Vietnam. 

Thus Communist ion is responsible for these 5,575,000 
refugees. The vast majority of the re in this area, however, 
are the result of local conflicts in which communism was not involved. 
The India-Pakistan dispute has resulted in 16,250,000 refugees, 
8,750,000 in India, 7,500,000 in Pakistan. The Arab-Israeli dispute 
accounts for 800,000 more. 

Of the refugee camps we saw, the best conditions were in the Arab 
refugee camps near Jericho; the worst were in Calcutta in India. The 
United States has contributed directly or indirectly to the support of 
all of these refugees, either through the United Nations, through 
economic aid to the receiving countries, or otherwise. Our estimate 
of refugees is probably low, if all of the persons driven from their homes 
are included; our estimate is higher than the numbers still living in 
camps or otherwise unassimilated. Our sympathies are always with 
displaced people. Weshould do our part in ameliorating their suffer- 

and solving their problems. e should not assume responsi- 
bility for the repatriation or resettlement of refugees resulting from 
disputes between other countries. We should not do this indirectly 
by underwriting the economic dislocations caused by refugees. Where 
it is in our interest to help these refugees, our help should be directed 
toward permanent solutions. 


UNITED STATES AID 


The foreign aid programs authorized by legislation considered in 
our committee amounted to $6.189 billions up to January 14, 1955, 
for the countries we visited in this area. $3,160,600,000 is military 
assistance and $3,029 million is economic aid of various kinds. This 
does not include the milit or economic aid provided in Japan, 
Korea, or Indochina from Defense Department funds. 

Military assistance has been furnished to 10 countries of the 18 
we visited. The specific amounts per country are classified, but more 
than half has gone to Indochina and Formosa. 

Economic aid is in four categories. Defense support and direct 
forces support go to countries with military programs under mutual 
defense agreements, to enable these countries to maintain the forces 
they are willing to raise and we think they should have for our mutual 
security. Technical assistance and development assistance are forms 
of aid which are not dependent on mutual security arrangements. 
Under technical assistance, equipment or commodities are limited to 
those necessary for instruction or demonstration purposes. Under 
development assistance, substantial economic aid may be furnished. 
These categories have evolved during the years of operation and have 
not always been clear cut. When aid is furnished to a country which 
joins with us in maintaining military forces for our mutual security, 
it is obvious that all of it—whether it be weapons, military training, 
direct forces support, defense support or technical assistance—helps 
with the military burden. ; 

What about economic aid, technical and development assistance, to 
countries where no military assistance arrangements are involved? 
For instance, India has received $277 million and Israel $233 million. 
This amounts to 74 cents per capita for India and $137 per capita for 
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Israel. Both of these countries have substantial military forces, but 
have no mutual security agreements with us. 

Under the Mutual Security Act of 1954, development assistance 
as presently defined in the law, terminates June 30, 1955. We did 
not find any evidence that this termination was being prepared for 
by our own officials or the officials of other countries in this area. 
Instead, there was a general expectancy that development assistance 
would be continued and expanded. Press statements from Washington 
during our trip increased these expectations. 

Our own interest in furnishing such aid is unclear. The law (sec. 
201) states that it is for “economic development * * * and * * * 
to * * * maintain economic and political stability in the area.” 
Each country is required (sec. 303) to give the program “full pub- 
licity * and cooperate[s] with other nations participating in the 

ro ef 
3 en we arrived in India, we were given, along with our briefing 
papers, samples of pamphlets used b the United States Information 
Agency. One of them was entitled, “What Are the Facts About 
American Aid to India?” The last paragraph was as follows: 

America wants no gratitude for its aid. Rather, the American people will feel 
more than repaid if India sueceeds. If the Indian people grow in prosperity, in 
strength, in progress, every child, every parent in the United States will give a 
deep prayer of thanks that India, by developing a strong progressive fellow 
democracy has helped to bring about a more stable, peaceful world. 

We are informed that this pamphlet is no longer being circulated. 
Insofar as we could see, this pamphlet expressed what India believes 
to be our interest in our aid. A member of our mission was presented 
with three publications by the Administrator for Community Projects 
for the Government of India, describing their programs. These were: 

Krukshetra, anniversary number of the monthly organ of the 
Community Projects Administration (165 pages) ; 

Community Projects—First Reactions, a report of a survey 
(131 pages) ; 

Road to the Welfare State (37 pages). The preface stated, ‘The 
present pamphlet aims to bring out the revolutionary character 
of the program,” i. e., Community Projects and National Exten- 
sion Service. 

We have been unable to find a single reference to United States aid 
in these three publications! 

We inspected community development village projects in the Sone- 
pat District. Sanitary wells, smokeless stoves, commercial fertilizers, 
paving the mud streets were examples of improvements in agriculture 
and village life that could easily be seen and appreciated. Indian 
officials were in charge. FOA representatives accompanied us and 
told of contributions our country had made to the program. We saw 
little evidence of appreciation of this contribution among the people. 
Mr. Nehru’s attitude appears to be that, if we wish to help, India is 
dutybound to accept, rather than refuse. 

At the other extreme, there were countries where the people were 
not only aware of our aid, but expecting it as a matter of course. 

In Israel, the official attitude appeared to be that American aid 
was so clearly in our interest that acceptance of it involved no obli- 
gation to our country. In Iran, an irate village elder was indignant 
at the delay in bringing a well-drilling outfit to his village. In the 
Philippines we were greeted with signs at an animal husbandry project 
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asking for more aid. In Egypt, and elsewhere, village leaders thanked 
us for our aid—and asked for more. 

American personnel in FOA for the Far East, Near East, Africa, 
and South Asia numbered 1,742 at the end of 1954, an increase of 267 
over the preceding year. This increase reilects the increased attention 
being given to this area, Administrative funds pay for 386, program 
funds for 1,356. While the functions of these two groups overlap, 
and many on the administrative budget do program work, the ratio 
of administrative to program people seems high. 

We met both administrative and program personnel. They were 
courteous and attentive to us, enthusiastic about their work and its 
importance. We usually did not learn much from them about similar 
activities of United States voluntary agencies, or of the people them- 
selves in each country. This may have been due to the shark time 
we had to spend in each country or due to an assumption that we 
were primarily interested in programs carried on with money voted 
by Congress. We gained the impression at times, however, that FOA 
was trying to take more credit than was due the agency. We had a 
saying among ourselves, ‘‘FOA won’t show you anything the United 
States does not pay for.”” In a number of countries, our FOA guides 
could not answer our questions about the history, customs, culture, 
agriculture, or business of the country. We do not think that FOA 
personnel need to be qualified as congressional guides, but they need 
to know generally about a country and its people in order to administer 
and operate intelligently the scores of detailed programs which we 
carry on. 

We observed FOA programs in agricultural colleges and research 
centers in the Philippines, Pakistan, and Thailand. These programs 
are very valuable, providing widespread and lasting benefit to a 
country, in which our experts work with their experts and instructors, 
and teach their students with results which are demonstrated and 
appreciated. 

INFORMATION PROGRAMS 


Our United States Information Agency (USIA) libraries perform a 
useful function, beneficial to the United States, which can be judged 
by the quantity and quality of their patrons, and the books they use. 
Other phases of our programs and their impact could not be readily 
assessed in the time at our disposal. In the few instances in which we 
had an opportunity to spend some time with our information officers 
and observe their work, we were favorably impressed by their grasp of 
their job, their acquaintance with their area, and the kind of work 
which we saw them doing. 

The impact of our country throughout this area is enormous and 
obvious; our missionaries, businessmen, and tourists; our advertised 
products, our magazines, our movies, our type of clothes are seen every- 
where. Our governmental activities supplement that impact. 

The USIA supplements the impact of other American activities, 
aber: a and private, in the area. We believe that they are 

ecoming increasingly skillful and effective. We should remember, 
however, that the real ‘Voice of America” is 164 million free people 
saying what they please; that in Asia, as elsewhere, our actions speak 
louder than our words; and that the USIA, committed to telling the 
truth, can only supplement and explain. It can counteract Com- 
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munist lies; it cannot counteract or substantially change the impact 
of other American words and actions. 


CONCLUSIONS 


This area is of transcendent importance to us now. It is in a state 
of tension and transition that we must understand. The Communist 
threat is immediate and ominous, and involves military, economic, and 


pro da pressures. 
iehting is going on in the Formosa Straits. Cease-fire agreements 
maintain uneasy peace in Korea and Indochina. 

But cease fires in the India-Pakistan and Arab-Israel disputes 
remind us that there are tensions and conflicts in this area unconnected 
with the Communist threat. Nationalism versus colonialism, religious 
and racial issues, local rivalries, complicate the situation. 

All this involves vast territory and over half the human race. We 
need to analyze our power and our limitations. 

Acting alone or with scattered allies, we cannot defend, we cannot 
support this vast area. We cannot dictate what they shall do. We 
can furnish indispensable additional help to their own efforts for their 
joint defense and development, if we do not overextend ourselves, 
and if they do their part. 

This area has enormous economic resources, if developed through 
integrated regional planning. We can help with these plans. They 
should not be based on exploitation of the area for the benefit of 
colonial or Western Powers, nor should they be based on grants or 
gifts from such powers. Sound planning should involve business and 


- trade and financial arrangements that are mutually profitable to the 


area and the rest of the world. 

Spiritually, we, in this country, have one great asset in common 
with the people of this area; communism has one great liability. 
Despite deep differences in religion, we all believe in a Higher Power 
than man; we are conscious of our ultimate weakness without Divine 
help; we deny the less, materialistic doctrine of international 
communism. We believe together that moral force, not military or 
material force, will rule the world. This basic faith is our great com- 
mon bond in the struggle against organized atheism. 

We must meet the Communist menace on all fronts: spiritual, 
economic, military. 

I, Military 

Agreements for joint planning and action in the area should be 
encouraged. The SEATO meeting at Bangkok is another step in this 
direction. This area not only has interests and traditions in common, 
but is threatened by a united enemy force in Communist aggression. 
Divisive rivalries, jealousies, and hatreds born of past conflicts, some 
ancient and some recent, must not be permitted to prevent present 
planning for future defense. Japan, Korea, and Formosa should be 
included in the planning; so should India and Burma. 

We should continue to furnish assistance in the military efforts of 
countries committed to mutual defense which are willing but unable 


to equip and maintain the forces we deem necessary for our mutual 
security. This assistance will involve furnishing weapons and 
equipment, training, and advice. Ina number of countries, economic 

will also be needed. Direct forces support is a new concept. 


support 
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Its soundness has not yet been proven. It has the advantage of being 
easily geared to the number and needs of the forces in being. It 
has the disadvantage of making us responsible for things each nation 
should provide for itself in its own way. Defense support—general 
support of an economy—to enable it to raise, pay, feed, and clothe 
its own troops, combined with offshore procurement, has more chance, 
if wisely administered, of getting a nation into shape to support its 
own forces, so that our support can be reduced. 


II. Technical assistance 


We can render vast technical assistance in certain ways, but we do 
not have all the know-how and all the experts in the world. Further- 
more, many of our excellent technicians do not have the temperament 
or personality to go to foreign lands and deal with strange people. In 
numbers of projects and of experts we may have gone in for quantity 
rather than quality. 

Technical assistance should be continued and sound projects 
should be authorized on a 3- to 5-year basis, in order to facilitate 
better advance planning by recipient countries, and by our own 
agin Better criteria for projents, however, should be set up. 

he present law does not provide detailed standards for projects. 
The agency has not set up any very definite standards or limitations 
for its programs. Every program in any country thus tends to 
become a precedent for a like program in any other country. Sub- 
mitting criteria or programs to Congress will help to keep us from 
trying to do a little of everything everywhere, depending on the 
amounts provided. 


III. Development assistance 


Development assistance, meaning substantial economic aid by 
grants to nations with which we have no military assistance agree- 
ments, should wind up next July as provided by law. Sound and 
necessary capital projects in underdeveloped countries, creating new 
sources of wealth or increased earning power, such as dams, roads, 
harbors, utilities, etc., should be financed by loans, preferably from 
private sources. Emergency disaster relief, due to flood, drought, 
earthquakes, or similar casualties, can be met from the President's 
emergency fund provided in the Mutual Security Act. 

We should reappraise all our economic aid pro to determine 
what national interest of ours is being served. We should then tell 
our friends, our enemies, and especially our own officials just what 
this is. In the Marshall plan we proclaimed our interest as entirely 
unselfish, and required labeling and other measures to insure gratitude 
from the recipients. We have found that we could not enforce 
gratitude. 

_ If we proclaim our policy as pure benevolence, devoid of selfishness, 
not even expecting gratitude, no other country will believe us. 

The Communist line is that we have embarrassing surpluses that 
we must give away to keep our farms and factories going. We should 
be careful to handle the disposal of surpluses in a way which ws ca 
the Communists no opportunity to support these charges. Many 
nations snperently believe they are helping us by arranging to receive 
our aid. The Assembly of the United Nations, over our opposition, 


created machinery for a development fund, involving grant aid to 
oar geo, +p countries as a matter of right, with the expectation 
n of that grant aid. 
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We have accomplished much for ourselves, in our own interest, by 
our foreign aid programs to date. We have failed of accomplishment 
in some of our programs because we did not make our interest clear 
at the outset. e must do this from now on. 


IV. Organization and personnel 


The Foreign Operations Administration should go out of existence 
next July, as provided by law, and the operating functions now per- 
formed by the agency which need to continue should be absorbed by 
other existing departments or agencies. 

The Marshall plan in 1948 was an emergency program, for a limited 
area, limited purposes, and a limited time—4 years. Under those 
circumstances an independent agency, somewhat like a war agency, 
with emergency powers as to personnel, was justified. Seven years 
have passed since then, and successor agencies have become unlimited 
as to area and time, yet the provisions for organization and personnel 
have not substantially changed. Our committee last year proposed 
that no time limit be written in the Mutual Security Act, so as to 
remind ourselves, our friends, and our enemies that such efforts would 
continue as long as the threat to our security continues. Congress 
accepted this viewpoint, and the basic act has no time limit. It is 
now time we realized that the system of recuiting, operating, paying, 
and promoting personnel, from the top down, which was fitted to a 
temporary program, will not work in a regular agency. Big-business 
men can no longer be drafted as operators on an emergency basis. 
What was once a novel mission has become a continuing career. We 
wili still need, and should be able to obtain, specialists in various 
fields as consultants or for limited duty. The operators, the 
administrators, the staffmen, who stay on in this overseas service 
should belong to our Foreign Service. We need good business and 
economic operators in our Fotsien Service. Our operators need the 
background expected for Foreign Service officers. 

It is time that our country, in operations in a foreign land, should 
speak with one voice, and this can only be done by tying in operations 
at home with the policymakers, for in operations, actions show clearer 
than written words what our policy is. 

V. Bipartisan foreign policy 

We believe that our country should have a bipartisan foreign policy. 
This requires cooperation and teamwork between Congress and the 
executive branch; between the majority and minority parties on 
Capitol Hill. Politics should end at the water’s edge for both parties. 
In fact, partisan politics in foreign affairs should end before our policies 
reach the water’s edge. 

In the execution of foreign policy, the President has responsibilities 
under our Constitution that Saatin should not attempt to invade. 
In the formulation of foreign policy requiring congressional implemen- 
tation, in order to achieve bipartisan unity, there should be bipartisan 
consultation before the country is committed ; bipartisan consideration 
in Congress; and bipartisan sharing of credit or blame for the results 
of such policies. This process does not eliminate legitimate debate 
and criticism, especially during the formative stage of such policies. 
It eliminates secrecy for political purposes or disclosure of secrets for 
political purposes. There is nothing mysterious or unusual about 


this. It merely requires commonsense, teamwork, and patriotism. 


O 
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84rH CONGRESS HOUSE OF REPRESENTATIVES ‘ Report 


Ist Session No. 296 





DISPOSITION OF SUNDRY PAPERS 





Marcu 24, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Lone, from the Joint Committee on the Disposition of Executive 
Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House 
of Representatives that it has received and examined the report. of 
the Archivist of the United States No. 55-10, dated March 17, 1955, 
to the 84th Congress, Ist session, submitting the following lists or 


schedules covering records proposed for disposal by the Government 
agencies indicated : 








Job No. Agency by which submitted | Job No. Agency by which submitted 
rea 

II-NNA-1210_..- Department of Health, Educa- || II-NNA-1524....| U. S. Atomic Energy Commis- 
tion, and Welfare. sion. 

II-NNA-1412_...| Department of the Army. II-NNA-1535....| Department of Agriculture. 

II-NN A-1436__..| Department of the Navy. TI-NN A-1546__.. Do. 

Il-NN A-1444__.. Do. II-NN A-1569._..| Post Office Department. 

II-NNA-1463___.| Department of the Army. II-N N A-1574.__.| Department of the Interior. 

II-NN A-1477....| General Services Administra- |} II-NNA-1577.__.| U. ha Atomic Energy Commis- 
tion. sion. 

[I-NN A-1482.__.| Department of the Army. II-NN A-1578_... Do. 

II-NN A-1486.__. 0, II-NNA-1581.... Do. 

II-NNA-1489._..| General Services Administra- || IIl- NN A-1584_. Do. 
tion. II-NNA-1585_... Do. 

TI-NNA-1493....| Department of the Army. II-NNA-1605_...| Veterans’ Administration. 

II-NNA-1518_.__| Department of the Air Force. III-NAV-88__...| General Services Administra- 

II-NNA-1519_ Do. tion. 

TI-NN A-1520_..- Do. 

















Your committee reports that the records proposed for disposal in 


the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
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sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 
6 and the provisions of section 9 of the aforementioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives. 
Geo. S. Lona, 
Rosert J. CorBetr 
Members on the Part of the House. 


Oun D. Jounston, 
FranK CARLSON 
Members on the Part of the Senate. 


O 











= -— OF ete oe OmeUlCUKlUCUM,lUcrelCUe Oe Ce 


a 








rant 
nends 
ection 
‘nded. 
utives. 


use. 


uate. 





847TH CONGRESS } HOUSE OF REPRESENTATIVES { REportT 
1st Session No. 297 





AUTOMOBILES FOR AMPUTEES 





Marca 24, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 5089] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 5089) to extend the time for filing application by certain dis- 
abled veterans for payment on the purchase price of an automobile 
or other conveyance, to authorize assistance in acquiring automobiles 
or other conveyances to certain disabled persons who have not been 
separated from the active service, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purposes of this bill are: First, to extend the period for making 
application for assistance in obtaining the $1,600 payment on an 
automobile or other conveyance under Public Law 187 of the 82d 
Congress by 2 additional years; second, to extend the same benefits 
to people who have the same disabilities, but who have not yet been 
discharged from the active service; third, to extend this benefit to a 
veteran meeting the basic eligibility requirements whose qualifying 
disability occurred subsequent to his discharge and who makes 
application within 3 years after the occurrence of the disability; and 
fourth, to give a veteran whose disability was not adjudicated as 
service connected until long after discharge or perhaps after the 
expiration of the basic time for filing, at least 1 year in which he may 


e. 

Section 5 of Public Law 187 provides that benefits shall not be 
available to any veteran who has not made application within 3 years 
after the effective date of the act (October 20, 1951) or within 3 years 
after the date of the veteran’s discharge. 


74008°—57_ H. Rept., 84-1, vol. 2——67 
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This bill would amend the section to substitute the words “five 
years” for ‘‘three years’’ in each instance. 

The present law provides that each eligible veteran shall be entitled 
to receive a grant of $1,600 toward the purchase of an automobile 
where the veteran is entitled to compensation because he has lost or 
lost the use of one or both hands, one or both feet, or pe:manent 
impairment of vision of both eyes. 

An example of the third purpose of the bill is the veteran who is 
discharged with an injury to one of his feet. Treatment is given over 
a number of years, but eventually amputation is directed by the 
physician. The time for filing may have expired or nearly so. This 
provision would grant such a veteran 3 years from the date of the 
occurrence of the required disability to file for his grant toward the 
purchase of a car. 

The fourth purpose is best illustrated by a veteran whose cease was 
not adjudicated or allowed by the Board of Veterans’ Appeals until 
after the basic time for filing for a car had expired. This bill would 
give the veteran 1 year from the date the disability is determined to 

e service connected to file for a car. 

Section 2 of the bill provides the same benefits to those people who 
have remained in the service and who have not been discharged. 
There will be comparatively few of this group because only a limited 
number have, for one reason or another, elected to stay in the service 
and have been given special assignments by the Armed Forces, despite 
their disability. Application for benefits under this section would have 
to be made within 1 year of the date of the enactment of this bill. 

The Veterans’ Administration has been unable to present any esti- 
mate of cost but it is believed by the committee to be comparatively 
small. As of December 31, 1954, over 42,000 grants had been made 
under this program. 


History oF AUTOMOBILES AND OTHER CONVEYANCES FOR DISABLED 
VETERANS 


Public Law 663, 79th Congress, August 8, 1946.—First Supplemental Appropria- 
tion Act, 1947, appropriated $30,000,000 to enable the Administrator of Veterans’ 
Affairs to provide an automobile or other convevance, at a cost per vehicle or 
conveyance of not to exceed $1,600, including equipment with such special attach- 
ments and devices as the Administrator may deem necessary for each veteran of 
World War II, who is entitled to compensation for the loss, or loss of use, of one 
or both legs at or above the ankle under the laws administered by the Veterans’ 
Administration. 

Public Law 161, 80th Congress, July 3, 1947.—Emergency Appropriation Act. 
1948, authorized the Administrator of Veterans’ Affairs to disburse during the 
month of July 1947 one-twelfth of the amount provided in each appropriation for 
the Veterans’ Administration included in H. R. 3839, 80th Congress (which 
became the Independent Offices Appropriation Act, 1948, Public Law 269, 80th 
Cong.), as passed by the House of Representatives, and appropriated such 
amounts as necessary for such disbursements, the amounts to be deducted from 
the appropriation for 1948, when H. R. 3839 was enacted intolaw. The authority 
and funds provided in the First Supplemental Appropriation Act, 1947, for 
automobiles and other conveyances for disabled veterans were continued available 
until June 30, 1948. 

Public Law 271, 80th Congress, July 30, 1947.—The Supplemental Appropriation 
Act, 1948, appropriated to the Veterans’ Administration an additional amount 
for “‘Automobiles and other conveyances for disabled veterans’’ of $5 million to 
be available for the purposes specified under this head in the act of August 8, 1946 
(Public Law 663, 79th Cong.). : 

_ Public Law 785, 80th Congress, June 25, 1948.—Second Deficiency Appropria- 
tion Act, 1948, appropriated for the Veterans’ Administration an additional 
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amount of $1,500,000 for ‘‘Automobiles and other conveyances for disabled 
veterans” to be derived by transfer from the appropriation, “Administration, 
medical, hospital and domiciliary services,” to be available until June 30, 1949, 
for the purposes specified under this head in the act of August 8, 1946 (Public 
Law 663, 79th Cong.), as extended by the Emergency Appropriation Act, 1948 
(Public Law 161, 80th Cong.). 

Public Law 904, 80th Congress, August 13, 1948.—This act cited as the “‘Supple- 
mental Appropriation Act, 1949,” TNO to the Veterans’ Administration 
an additional amount for “Automobiles and other conveyances for disabled 
veterans,” of $5 million. 

Public Law 343, 81st Congress, October 10, 1949.—This act, cited as the “Third 
Deficiency Appropriation Act, 1949,” continued available to the Veterans’ Admin- 
istration, until June 30, 1950, the funds theretofore appropriated for ‘‘ Automobiles 
and other conveyances for disabled veterans.” 

October 31, 1949.—President withheld approval of S. 2115, 8ist Congress, to 
authorize the payment of not to exceed $1,600 on the purchase price of an auto- 
mobile or other conveyance for any veteran of World War I or World War II en- 
titled to compensation under laws administered by the Veterans’ Administration 
for the loss, or loss of use, of one or both hands or feet or for defective vision to a 
prescribed degree. 

Public Law 752, 81st Congress, September 2, 1950.— Made emergency appropria- 
tions for fiscal year 1951, pending enactment of H. R. 9526, Supplemental Appro- 
priation Act, 1951. As passed by the House, H. R. 9526 provided $300,000 for 
‘Automobiles and other conveyances for disabled veterans.” 

Public Law 798, 81st Congress, September 21, 1950.—Authorized an appropria- 
tion of $800,000 to remain available until June 30, 1951, for payments by the 
Administrator of Veterans’ Affairs of not to exceed $1,600 for the purchase, or 
toward the purchase if the price should exceed that amount, of automobiles or 
other conveyances by World War II veterans entitled to compensation under laws 
administered by the Veterans’ Administration for the loss, or loss of use, of one 
or both legs at or above the ankle. 

Public Law 843, 81st Congress, September 27, 1950.—Supplemental Appropria- 
tion Act, 1951, provided $375,000 for “Automobiles and other conveyances for 
disabled veterans.” 

Public Law 45, 82d Congress, June 2, 1951.—Third Supplemental Appropriation 
Act, 1951.—Automobiles: To enable the Administrator to provide, or assist in 
providing, automobiles or other conveyances for disabled veterans as authorized 
by the act of September 21, 1950 (Public Law 798, 81st Cong.), $800,000. 

October 18, 1951.—President vetoed S. 1864, 82d Congress.—Veto was over- 
ridden and bill became Public Law 187. 

Public Law 187, 82d Congress, October 20, 1951.—Authorized the Administrator 
of Veterans’ Affairs to provide or assist in providing an automobile or other con- 
veyance for each veteran of World War II, and each person who served on or 
after June 27, 1950, and before a date to be fixed by the President or. the Congress, 
who is entitled to compensation under laws administered by the Veterans’ Admin- 
istration for the loss, or permanent loss of use, of 1 or both feet, or 1 or both hands, 
or for permanent visual impairment of both eyes, to a prescribed degree. Provi- 
sion is made by which the payment toward purchase may be made, in the case of a 
veteran otherwise qualified who cannot drive, on an automobile to be driven for 
him by another person. Payment not to exceed $1,600 shall be made on the 
purchase price to the seller. Application must be made within 3 years after 
effective date of enactment of act (October 20, 1951) or 3 years after date of 
separation from active service, whichever is later. 

Public Law 375, 82d Congress, June 5, 1952.—Third Supplemental Appropria- 
tion Act, 1952. Chapter VII, Independent Offices: Veterans’ Administration: 
Automobiles and other conveyances for disabled veterans (authorized by Public 
Law 187, 82d Cong.), $25,000,000. 

_ Public Law 455, 82d Congress, July 5, 1952.—Independent Offices Appropria- 
tion Act, 1953. Veterans’ Administration: Automobiles and other conveyances 
for disabled veterans, $5,000,000. 

Proclamation 3080, dated January 1, 1955.—Fixed the date of February 1, 1955, 
as the date prior to which veterans of service on or after June 27, 1950, must have 
served in order that the Administrator of Veterans’ Affairs may provide or assist 
in providing such persons automobile or other conveyances. 


The reports of the Veterans’ Administration on similar bills, H. R. 
733 and 2207 follow: 


UNIVERSITY OF MICHIGAN LIBRARIES 


4 AUTOMOBILES FOR AMPUTEES 


VETERANS’ ADMINISTRATION, 
Orrice oF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., February 17, 1955. 
Hon. Oun E. Teacvue, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacue: This is in reply to your request for a report on H. R. 733, 
84th Congress, a bill to extend the time for filing application by certain disabled 
veterans for payment on the purchase price of an automobile or other conveyance 
and to authorize assistance in acquiring automobiles or other conveyances to 
certain disabled pm who have not been separated from the active service. 

The purpose of the bill is (1) to extend the period for making application for 
assistance in obtaining the $1,600 payment on an automobile or other conveyance 
under Public Law 187, 82d Congress, by an additional 2 years, and (2) to extend 
the benefit provided by that law for certain severely disabled veterans of World 
War II or the Korean conflict service period to a limited group who have suffered 
the same types of disabilities in such service but have remained in the active service 
since the disability was incurred. 

H. R. 733 is identical with H. R. 8330, 83d Congress, on which the Veterans’ 
Administration submitted a report to the committee under date of May 4, 1954 
(Committee Print No. 244). 

Section 5 of Public Law 187 now provides that benefits thereunder shall not be 
available to any veteran who has not made application within 3 years after the 
effective date of the act (October 20, 1951), or within 3 years after the date of the 
veteran’s discharge or release from active service if he is not discharged or released 
until on or after said effective date. The bill would amend this section to substi- 
tute “five years’’ for “three years” in each instance. As to those who were 
separated from service on or prior to October 20, 1951, this amendment would 
afford an additional 2 years from the present deadline of October 20, 1954, for 
filing application. As to those discharged subsequent to October 20, 1951, the 
required period of 3 years from date of discharge for filing application would be 
extended by an additional 2 years, applying on a continuing basis to those here- 
tofore or hereafter discharged from service. 

In considering this feature of the bill, the committee will recall that the suc- 
cessive pct ee affecting World War II veterans which were enacted prior to 
Public Law 187, beginning with Public Law 663, 79th Congress, covered in each 
instance a temporary period of 1 fiscal year. The program was broadened by 
Public Law 187 to place it on a permanent basis, to include veterans of the period 
beginning June 27, 1950, and terminable by Presidential proclamation or con- 
current resolution of the Congress, and to extend the disability classes to include 
loss or permanent loss of use of one or both hands and permanent impairment of 
vision of both eyes along with loss or permanent loss of use of one or both feet. 
The service period beginning June 27, 1950, was terminated on January 31, 1955, 
for the purposes of this law, as well as various other laws granting “wartime” 
veterans’ benefits, by proclamation of the President which was issued on January 
1, 1955. 

The 3-year period for filing application which was provided by Public Law 187 
had the effect of granting, as to previously discharged veterans of World War II 
who could qualify on the basis of loss or loss of use of one or both legs at or above 
the ankle, as required by the prior laws, a period of 3 years in addition to such 
periods after discharge as had been available under the earlier laws. This covered 
a relatively small number, since the great majority of the World War II group 
qualifying on the basis of leg disability had already applied for and received this 
assistance and could not receive it a second time under the new law. As to all 
others, including World War II veterans claiming on the basis of disability of an 
upper extremity, the liberalized definition of loss or loss of use of a lower extremity, 
or impairment of vision, as well as veterans of the Korean conflict period claiming 
on the basis of any of the 3 classes of disabilities, the 3-year period prescribed by 
Public Law 187 represented the total time made available for this purpose. : 

Since this program of rehabilitative assistance had been geared to providing aid 
to severely disabled veterans in adapting themselves to their special problems in 
civilian life early after discharge from the service period in which the disability 
was incurred, it was apparently the determination of the Congress in enacting 
Public Law 187 that 3 years provided a liberal period within which the veteran 
could and should avail himself of this assistance. It would appear that in any 
typical case this would afford ample time. There will arise a few unusual situa- 
tions in which the service-incu disability will not have progressed to the point 
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of ay ey or loss of use or the required impairment of vision within 3 years 
from the date of enactment of Public Law 187 or 3 years from the date of separa- 
tion from service, as the case may be. This type of situation can also occur even 
though the Bygone is extended as proposed. Attention is invited in this connec- 
tion to H. R. 2207, 84th Congress, now pending before the committee, which is 
designed to extend the time limit to permit filing of application within 3 years 
from the time the service-connected loss, loss of use, or required visual impairment 
occurs in those instances in which the qualifying condition does not arise until 
after discharge or release from active service. The question of policy as to whether 
the existing basic time limit prescribed by Public Law 187 should be extended for 
any period is, of course, one for determination by the Congress in the light of the 
purposes of this program. 

Section 2 of the bill would amend Public Law 187 to renumber section “6” as 
section “7” and to insert in the act a new section 6 reading as follows: 

“Any person in the active service who has a condition as specified in section 1 
which was due to disability incurred or aggravated in line of duty in the active 
military, naval, or air service during one of the periods specified in section 1, and 
who has remained in the active service since sustaining such disability, shall be 
entitled to the benefits of this Act subject to the other applicable provisions, ex- 
cept that application under this section must be made within one year after the 
effective date of this amendment.” 

This is designed to extend assistance under Public Law 187 to persons who have 
suffered the required loss or loss of use of one or hoth hands or feet or the pre- 
scribed impairment of vision of both eyes in connection with service during World 
War II or the Korean conflict period, but who cannot qualify for this benefit 
because they have remained in the active service continuously and have not 
attained the required veteran status by discharge or release. This would obvi- 
ously cover a very limited number of persons now in the service, and they would 
be required to make a vee within 1 year from the effective date of this 
amendment if they should desire to avail themselves of this benefit while remaining 
in the active service. 

The proposed section 6 would represent a sharp departure from the underlying 
objective of the existing and prior legislative enactments in this field. One 
reason for the several extensions of the original 1-year program for the World 
War II group was to keep it open until a few who had remained in military hos- 
pitals could be discharged and thus acquire eligibility as veterans. The subject 

roposal would enable the group affected, however limited in number, to obtain 
or themselves a type of assistance which was established to meet the rehabilita- 
tive and readjustment needs of those who have left the service. Some of the 
small number involved might be members of the Regular Establishment, following 
military service as a career, and might not be retired or separated until after the 
lapse of several years. All beneficiaries under this section would be accorded 
the proposed payment of $1,600 on the purchase price of a conveyance in addition 
to the full military pay and allowances which they receive while in the active 
service. 

These same | eoeeeyag are not in a position of being deprived under the present 
law of their ultimate right to receive this benefit. Like those who may have 
been separated shortly after the occurrence of the required disability, persons 
who are retained on active duty notwithstanding the disability still have 3 years 
after their discharge or separation date within which to apply as veterans under 
the law as it now stands. 

It may be added that enactment of this amendment could be invoked as a 
precedent for extending some other types of benefits administered by the Veterans’ 
Administration in behalf of veterans to persons who have remained continuously 
in the service, including members of the Regular Establishment. This proposal 
could therefore be range | as a precedent, as well as being directly inconsistent with 
the traditional policy of the Co , 

The Veterans’ Administration is not possessed of data from which to determine 
the additional number of persons who could and would avail themselves of the 
right to apply for this benefit during the proposed extended period, or the number 
who might be covered by the proposed inclusion of certain pefsons in the active 
pth, 2 i ented no estimate of the cost of the proposal, if enacted, can be 
presented, 

As indicated, it would appear that as a general limitation the existing 3-year 
period for filing an application is adequate, and it is believed that the question of 
extending this period should be carefu Eg gga in the light of the background 
and basic purpose of this program. ce it is my belief that the proposal con- 


tained in section 2 of the bill to extend the benefit to a limited number of persons 
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who have remained in the active service is incompatible with the objectives of 
Public Law 187, 82d Congress, and with the sound policy upon which the present 
system of veterans’ benefit programs is based, I am unable to recommend that it 
be favorably considered by the committee. 

Advice has been received from the Bureau of the Budget that there is no objec- 
tion to the presentation of this report to the committee and that for reasons stated 
therein enactment of H. R. 733 would not be in accord with the program of the 
President. 

Sincerely yours, 
H. V,. Hiatey, Administrator, 





VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., March 18, 1955. 
Hon. Ourn E. Teacve, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacue: This is in reply to your request for a report on H. R. 2207, 
84th Congress, a bill to extend the time for filing application for payment on the 
purchase price of an automobile or other conveyance by disabled veterans whose 
qualifying disabilities occurred after their discharge or release from active service. 

The purpose of this bill is to afford additional time for filing application under 
Public Law 187, 82d Congress, for assistance in purchasing an automobile or 
other conveyance to disabled veterans whose service-connected disability has 
not progressed to a point involving loss or loss of use of one or both feet or hands 
or permanent impairment of vision until after their separation from active 
service. 

Public Law 187, 82d Congress, enacted October 20, 1951, provides for the 
payment by the Administrator of not to exceed $1,600 on the purchase price of 
& suitably equipped automobile or other conveyance for each veteran of World 
War II or of service during the period from June 27, 1950, through January 31, 
1955 (as fixed by the President), who is entitled to compensation under the laws 
administered by the Veterans’ Administration for loss or permanent loss of use 
of one or both feet, or one or both hands, or permanent impairment of vision of 
both eyes to a specified degree, due to disability incurred or aggravated by active 
service during either of such periods. Section 5 of this law requires that application 
for this benefit be made within 3 years after October 20, 1951 (the effective date 
of the act), where the veteran was discharged or released prior to that date, or 
within 3 years after the date of discharge or release from active service if the 
veteran is not discharged or released until on or after such effective date. 

In its reports of February 17, 1955, on H. R. 733, 84th Congress and H. R. 711, 
84th Congress (Committee Prints Nos. 24 and 25), which are proposals to extend 
the time limit from 3 to 5 years, the Veterans’ Administration had indicated the 
view that as a general limitation the existing 3-year period for filing application 
is adequate. However, it was pointed out that there will exist a few unusual 
situations in which the service-incurred disability will not have progressed to the 
point of amputation or loss of use or the required impairment of vision until after 
the end of the 3-year period. This situation would not be corrected in all possible 
future cases by simply extending the overall period for filing by a fixed additional 
amount of time measured from. the date of discharge from service. 

While the present bill is concerned only with the exceptional case in which the 
qualifying condition does not arise until after discharge, it does not limit the 
extension of time to the situation in which this occurs more than 3 years following 
separation from service. It is proposed by the bill to grant a full 3 years from the 
time the required loss, loss of use, or blindness comes into existence, subsequent 
to discharge or release from service. This is apparently based upon the theory 
that only in this manner will there be made available to those concerned an op- 
portunity for obtaining governmental assistance in purchasing a vehicle which is 
equal in all respects to that enjoyed by those whose qualifying disability existed 
at the time they were released from active service. : 

From an administrative standpoint, it may be expected that some difficulties 
would be encountered under this proposal, if enacted, in those instances in which 
it might be necessary to establish the exact date on which the veteran’s disability 
attained the status required by the statute in order to apply the 3-year time limit 
for filing a claim. This would be comparatively simple in a case involving service- 
connected disability of a leg resulting in amputation following discharge from the 
service. However, the determination as to precisely when a permanent loss of 
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use of the hand or foot occurred as a result of the service-incurred disability could 
easily be fraught with uncertainty in specific cases. A similar problem could be 
presented in a case in which it is asserted that visual impairment did not develop 
to the specific degree outlined by section 1 of Public Law 187 until sometime after 
separation from service. 

However notwithstanding the foregoing administrative considerations, it is 
believed that the equities in favor of the group affected outweigh the adminis- 
trative problems involved, particularly when it is realized that these situations 
would be few in number and the determination of whether the condition arose 
within 3 years prior to the filing of claims would not ordinarily require a finding 
of the precise date on which the disability attained the required status. 

It is not possible to determine the number of persons who might be eligible, 
or who might become eligible, for the benefits of Public Law 187, 82d Congress, 
if this bill were enacted. Accordingly, no estimate of cost can be submitted, but 
it is believed that the increased cost to the Government would be relatively small. 

Under all the circumstances, it is the view of the Veterans’ Administration that 
this proposal merits the favorable consideration of the committee. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to the committee. 

Sincerely yours, 
Joun 8. Parrerson, 
Deputy Administrator 
(For and in the absence of the Administrator); 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII, House of Representatives, 
the changes made in existing law by the bill are shown as follows 
(existing law proposed to be omitted is in black brackets; new matter 
is in italics; existing law in which no changes are proposed is shown in 
roman): 

{Pusiic Law 187—82p Conaress] 


AN ACT To authorize payments by the Administrator of Veterans’ Affairs on the purchase of automobiles 
or other conveyances by certain disabled veterans, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, subject to the conditions hereinafter set 
forth, the Administrator of Veterans’ Affairs is authorized and directed, under 
such regulations as he shall prescribe, to provide or assist in providing an auto- 
mobile or other conveyance by paying not to exceed $1,600 on the purchase price, 
including equipment with such special attachments and devices as the Adminis- 
trator may deem necessary, for each veteran of World War II or of service on or 
after June 27, 1950, and prior to such date as shall thereafter be determined by 
Presidential proclamation or concurrent resolution of the Congress, who is entitled 
to compensation under the laws administered by the Veterans’ Administration 
for any of the following due to disability incurred in or aggravated by active 
military, naval, or air service of the United States during either of such periods: 

(a) Loss or permanent loss of use of one or both feet: 

(b) Loss or permanent loss of use of one or both hands; 

(c) Permanent impairment of vision of both eyes of the following status: 
Central visual acuity of 20/200 or less in the better eye, with corrective glasses, 
or central visual acuity of more than 20/200 if there is a field defect in which 
the peripheral field has contracted to such an extent that the widest diameter 
of visual field subtends an angular distance no greater than twenty degrees 
in the better eye. 

Sec. 2. No payment shall be made under this Act for the repair, maintenance, 
or replacement of any such automobile or other conveyance and no veteran 
shall be given an automobile or other conveyance until it is established to the 
satisfaction of the Administrator that such veteran will be able to operate such 
automobile or other conveyance in a manner consistent with his own safety 
and the safety of others and will be licensed to operate such automobile or other 
conveyance by the State of his residence or other proper licensing authority: 
Provided, That a veteran who cannot qualify to operate a vehicle shall never- 
theless be entitled to the payment of not to exceed $1,600 on the purchase price of 
an automobile or other conveyance, as provided in section 1 of this Act, to be 
operated for him by another person, provided such veteran meets the other 
eligibility requirements set forth in this Act. 
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Sec. 3. The furnishing of such automobile or other conveyance, or the assisting 
therein, shall be meet a by the Administrator paying the total purchase 
pt if not in excess of 1,600, or the amount of $1,600, if the total purchase price 

in excess of $1,600, to the seller from whom the veteran is purchasing under sales 
agreement between the seller and the veteran. 

Sec. 4. No veteran shall be entitled to receive more than one automobile or 
other conveyance under the provisions of this Act and no veteran who has received 
or who hereafter receives an automobile or other conveyance under the provisions 
of the paragraph under the heading ‘‘Veterans’ Administration” in the First 
Supplemental Appropriation Act, 1947, as extended, or the Act of September 21, 
1950 (Public Law 798, Eighty-first Congress), shall be entitled to receive an 
automobile or other conveyance under the provisions of this Act. 

Sec. 5. The benefits provided in this Act shall not be available to any veteran 
who has not made application for such benefits to the Administrator within 

oe five years after [the effective date of this Act] October 20, 1961, or within 

three] five years after the date of the veteran’s discharge or release from active 
service if the veteran is not discharged or released until on or after [said effective 
date. October 20, 1951; except that in the case of any veteran whose loss or permanent 
loss of use of one or both feet, or one or both hands, or permanent impairment of vision, 
as specified in section 1, shall have occurred subsequent to his discharge or release from 
active service, application may be made within three years after the occurrence of such 
disability. Notwithstanding the foregoing time limits, no otherwise eligible veteran 
shall be denied the benefits of this Act who makes application within one year from the 
date on which his entitlement to compensation for loss or permanent loss of use of one 
or both feet, or one or both hands, or permanent impairment of vision, as specified in 
section 1, shall have been determined. 

Sec. 6. Any person in the active service who has a condition as specified in section 
1 which was due to disability incurred or aggravated in line of duty in the active 
military, naval, or air service during one of the periods specified in section 1, and 
who has remained in the active service since sustaining such disability, shall be 
entitled to the benefits of this Act subject to the other applicable provisions, except 
that application under this section must be made within one year after the effective 
date of this amendment. 

Sec. [6] 7. There is hereby authorized to be appropriated to the Veterans’ 
Administration, out of any moneys in the caer not otherwise —. 
such sums as may be required to carry into effect the provisions of this Act. 


O 
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Marca 24, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


{To accompany H. R. 5100] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 5100), a bill to amend Veterans Regulation No. 7 (a) to clarify 
the entitlement of veterans to outpatient dental care, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

On page 2, line 2, strike out “two years’ and insert “‘one year’, 


BACKGROUND OF THIS LEGISLATION 


The second independent offices appropriation bill, 1954, H. R. 5690 
(Public Law 149, 83d Cong.), as reported to the House on June 11, 
1953, carried the following proviso in regard to outpatient dental care 
provided by the Veterans’ Administration. 


Provided, That no part of this appropriation shall be available for outpatient 
dental care and treatment, or related dental appliances, when the dental con- 
dition or disability being treated is not compensable, unless such condition or 
disability is shown to have been in existence at time of discharge and application 
for treatment is made within one year after separation from service, Or one year 
after the enactment of this Act, whichever is later: Provided further, That when 
any such noncompensable dental condition or disability has once been corrected, 
additional care and treatment therefor may not be provided. 


During the debate on the bill on June 17, 1953, the gentleman from 
Michigan, Mr. Ford, offered a substitute for this language which was 
somewhat more liberal than the provision voted by the Appropriations 


Committee. This amendment was carried after a brief debate and 
provided as follows: 


Provided, That no part of this appropriation shall be available for outpatient 
dental services and treatment, or related dental appliances with respect to a 
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service-connected dental disability which is not compensable in degree unless 
such condition or disability is shown to have been in existence at time of dis- 
charge and application for treatment is made within two years after separation 
from active service, or one year after enactment of this Act, whichever is later: 
Provided, That this limitation shall not apply to adjunct outpatient dental serv- 
ices or appliances for any dental condition associated with and held to be aggra- 
vating disability from some other service-incurred or service-aggravated injury 
or disease. 


. When the Senate Appropriations Committee reported the bill on 
July 8, 1953, the proviso regarding outpatient dental treatment had 
been amended to read as follows: 

Provided, That no part of this appropriation shall be available for outpatient 
dental services and treatment, or related dental appliances with respect to a 
service-connected dental disability which is not compensable in degree unless 
such condition or disability is shown to have been in existence at time of discharge 
and application for treatment is made within one year after enactment of this 
Act: Provided, That this limitation shall not apply to adjunct outpatient dental 
services or appliances for any dental condition associated with and held to be 
aggravating disability from some other service-incurred or service-aggravated 
injury or disease. 

The effect of this proviso as reported in the Senate, as passed by the 
Senate on July 10, 1953, and accepted by the conferees was to materi- 
ally tighten existing criteria regarding entitlement to outpatient dental 
care. From information presented to this committee by officials of 
the Veterans’ Administration it appeared that one result was to bar 
the great majority of the veterans of the Spanish-American War 
from getting outpatient dental treatment, as provided for in Public 
Law 791 of the 81st Congress. In addition, it excluded certain cases of 
veterans in training under Public Law 16 of the 78th Congress, as 
amended and extended, which provides for education and training for 
service-connected disabled veterans of both World War II and Korea. 
Under that law a man undergoing training under the provisions of 
Public Law 16 would otherwise be entitled to outpatient dental treat- 
ment to avoid interruption of his training without any requirement 
that the outpatient dental care be for a service-connected condi- 
tion. The committee reported H. R. 6412 on July 23, 1953, to meet 
this situation. This measure became Public Law 494, 83d Congress, 
July 15, 1954. ; Fae ’ 

When H. R. 8583, independent offices appropriation bill, 1955, 
was reported on March 26, 1954, it contained the following proviso: 
Provided, That no part of this appropriation shall be available for outpatient 
dental services and treatment, or related dental appliances with respect to a ser- 
vice-connected dental disability which is not compensable in degree unless such 
condition or disability is shown to have been in existence at time of discharge and 
application for treatment is made within one year after discharge or by July 27, 
1954, whichever is later: Provided, That this limitation shall not apply to adjunct 
outpatient dental services or appliances for any dental condition associated with 
and held to be aggravating disability from some other service incurred or service 
aggravated injury or disease. 

The above language was stricken from the bill on a point of order. 
The following amendment submitted as a limitation was rejected on 
March 31, 1954: 

Provided, That no part of this appropriation shall be available for outpatient 
dental services and treatment, or related dental appliances with respect to a 
service-connected dental disability which is not compensable in degree where 
such condition or disability is not shown to have been in existence at time of 


discharge and application for treatment is made within 1 year after discharge 
or by July 27, 1954, whichever is later. 
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The Senate Committee on Appropriations approved the following 
proviso which was adopted by the Senate on May 19, 1954: 


Provided, That no part of this ee shall be available for outpatient 
dental services and treatment, or related dental appliances with respect to a serv- 
ice-connected dental disability which is not compensable in degree unless such 
condition or disability is shown to have been in existence at time of discharge and 
application for treatment is made within 1 P rw after discharge or by March 31, 
1955, whichever is later: Provided further, That this limitation shall not apply to 


adjunct outpatient dental services or appliances for any dental condition asso- ° 


ciated with and held to be aggravating disability from such other service-incurred 
or service-aggravated injury or disease. 

This amendment was reported in disagreement by the conference 
committee. The House on June 16, 1954, agreed to concur in the 
Senate amendment with an amendment which set the date at De- 
cember 31, 1954, leaving the remainder of the “rider’’ unchanged. 
This was approved by the Senate on June 17, 1954. 

Language to provide the 1-year limitation is included in the 1956 
budget. 

EXPLANATION OF THE BILL 


This bill provides that outpatient dental service and treatment or 
related dental appliances shall be furnished by the Veterans’ Admin- 
istration only if the dental condition is (1) service-connected and of 
compensable degree or (2) is service-connected and shown to have 
been in existence at the time of the discharge and application is made 
within 1 year after discharge, or by December 31, 1954, whichever is 
the later, or (3) is a service-connected dental condition or disability 
due to combat wounds or other service trauma or a former prisoner of 
war; or (4) is associated with and aggravating a disability from some 
other disease or injury which was incurred in or aggravated by service; 
(5) of a veteran of the Spanish-American War; (6) of veterans actually 
taking training under Public Law 16, 78th Congress, which relates to 
rehabilitation of veterans of World War II and the Korean conflict 
period with service-connected disabilities. 

It is further provided that the benefits indicated for the veterans 
subject to point 2 above shall be on a one-time completion basis only 
unless the services rendered on this basis are found unacceptable 
within the limitations of good professional standards, in which event 
additional limited services may be afforded as required to complete 
professionally acceptable treatment. 

Section 2 of the bill repeals the provisos in Public Law 428 of the 
83d Congress (Independent Offices Appropriation Act, 1955) enumer- 
ated above. Hearings were held on similar legislation on two different 
occasions by the full Committee on Veterans’ Affairs during the 83d 
Congress and by a subcommittee during the 84th Congress. Repre- 
sentatives of the veterans’ organizations were heard as well as the 
American Dental Association and the Veterans’ Administration. 

It is believed that legislation of this type should be placed on a 
permanent basis and should emanate from this committee rather than 
being controlled as a rider from the Committee on Appropriations. 

In view of the amendment of the committee reducing the time for 
application from 2 years to 1 year and conforming to the recommenda- 
tion of the Veterans’ Administration and the Bureau of the Budget, 
no additional cost will accrue as a result of the enactment of this 
legislation other than that already budgeted in the 1956 budget. By 
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this amendment, and as indicated in the report of the Veterans’ 
Administration which follows, this legislation is fevored by the 
Veterans’ Administration and the Bureau of the Budget. 

: — report of the Veterans’ Administration on the bill as introduced, 
ollows: 


VeTerans’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington #5, D. C., March 28, 1955. 
Hon. Oun E. Tracue, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teaaue: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 6100, 84th Congress, a bill to amend Veterans 
Regulation No. 7 (a) to clarify the entitlement of veterans to outpatient dental 
care 


The purpose of the bill is te provide that dental services and treatment and 
related dental appliances shall furnished only for any dental condition or 
disability (1) which is serviee-connected and compensable in degree; (2) which 
is service-connected, shown to have been in existence at time of discharge or 
release from active service, and application for treatment is made within 2 years 
after discharge or release, or by December 31, 1954, whichever last occurs; 
(3) which is a service-connected dental condition or disability due to combat 
wounds or other service trauma or of a former prisoner of war; (4) which is asso- 
ciated with and is aggravating disability from some other disease or injury which 
was incurred in or aggravated by active service; or (5) of a veteran of the Spanish- 
American War (including the Boxer Rebellion and the Philippine Insurrection). 

The bill would also provide as to the noncompensable service-connected dental 
disabilities deserjbed in clause (2) above that benefits afforded shall be on a 
one-time completion basis, unless the services rendered on a one-time basis are 
found unacceptable within the limitations of good professional standards, in 
which event such additional limited services as required to complete professionally 
acceptable treatment may be afforded. In addition, the limitations in the 1955 
Appropriation Act, quoted below, would be repealed and provision would be 
made for furnishing necessary outpatient dental services for veterans undergoing 
vocational rehabilitation training under Public Law 16, 78th Congress, as amended 
and extended. 

The Independent Offices Appropriation Act, 1955 (68 Stat. 291), in provisos to 
the item “Outpatient care” under the caption “Veterans’ Administration’’ con- 
tains the following limitation on outpatient dental treatment for application during 
fiscal year 1955: “Provided, That no part of this appropriation shall be available 
for outpatient dental services and treatment, or related dental appliances with re- 
spect to a service-connected dental disability which is not compensable in degree 
unless such condition or disability is shown to have been in existence at time of 
discharge and application for treatment is made within 1 year after discharge or 
by December 31, 1954, whichever is later: Provided further, That this limitation 
shall not apply to adjunct outpatient dente! services or appliances for any dental 
condition associated witb and held to be aggravating disability from such other 
service-incurred or service-aggravated injury or disease.” 

The Second Independent Offices Appropriation Act, 1954, approved July 27, 
1953 (67 Stat. 191), contained similar restrictions for application during fiscal year 
1954. That act limited the time for filing application to 1 year after July 27, 1953. 
Thus it appears that, as far as the provision of necessary funds for outpatient 
dental care in noncompensable cases is concerned, the Congress in 2 successive 
years has expressed an intent that while such care would not be denied, the 
veteran recipients would be expected to make application within the time limit 
prescribed. 

In this connection it is noted that the 1956 Budget of the United States for the 
fiscal year 1956 (p. 159, H. Doc. No. 16, 84th Cong.) proposes a single limitation 
on applications in noncompensable service-connected dental cases to 1 year after 
discharge. 

With the exceptions noted, the subject bill would enect into permanent law the 
requirement that a noncompensable service-connected dental disability be in 
existence at discharge but would extend the time limit for filing application in such 
cases until 2 years after discharge or December 31, 1954, whichever last occurs. 

The bill would also enact into permanent law provisions contained in Veterans 
Administration regulation (Circular No, 22, 1954) relative to the general restric- 
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tion of dental treatment in noncompensable service-connected casen to a one-time 
completion basis. 


e existing directives of the Veterans’ Administratior, as set forth in Circular 
No. 22, 1954, provide that upon one-time completion of dental treatment author- 
ized no further outpatient dental treatment may be furnished unless the services 
rendered on a one-time basis are found unacceptable within the limitations of 
good professional standards. An exception to the mentioned one-time treatment 
limitation is made in the case of serv mnected noncompensable dental con- 


ditions or disabilities resulting from combat. wounds or service trauma and in’ 


the case of beneficiaries with prisoner of war status. In these cases, although 
initial application must be filed within the prescribed time limit, recurring episodes 
of treatment may be furnished. The subject bill would eliminate the requirement 
that applications in cases falling within these two categories be filed within a 
preseri time limit. 

It is noted that the bill includes provisions relative to veterans of the Spanish- 
American War group and to disabled veterans of World War II and the Korean 
conflict period who are pursuing vocational rehabilitation training under Public 
Law 16, 78th Congress, as amended and extended. 

It should be stated that, in general, the dental disabilities of veterans of the 
Spanish-American War group are not compensable and because of the absence 
of applicable service records it is impossible in substantially all of these cases to 
establish that a particular dental condition existed at the time of discharge. 

Disabled veterans of World War II and the Korean conflict period who are 
pursuing vocational rehabilitation training under Public Law 16, 78th Congress, 
as amended and extended, may receive outpatient treatment in order to prevent 
interruption of their training or hasten return thereto. The purpose of vocational 
rehabilitation is to restore employability lost by virtue of a handicap due to 
service-ineurred disability, and medical care and treatment, including dental care, 
have been furnished in consonance with the basic purpose of the law and pursuant 
to section 3, Publie Law 16, 78th Congress, as amended, irrespective of whether 
the condition be service-connected, compensable, or nonservice connected. 

As the committee is aware, the mentioned limitations on outpatient dental care 
were lifted in t to the Spanish-American War and Public Law 16 cases with 
the enactment of Public Law 494, 83d Congress, an act to preserve the eligibility 
of certain veterans to dental outpatient care and dental appliances, approved 
July 15, 1954. 

ollowing enactment of Public Law 494, Veterans’ Administration Regulations 
(Circular No. 22, 1954) were amended to provide as to these two categories that 
there are no restrictions as to the date the ap,lications are filed or to recurring 
episodes of needed treatment. 

As mentioned earlier in this report, the budget for fiscal year 1956 proposes a 
single limitation on applications in noncompensable service-connected dental 
cases to 1 year after discharge. It would, accordingly, appear that in the absence 
of contravening legislation, such limitation would be for application in the ex- 
a of appropriated funds for the outpatient dental program in the next 

scal year. 

It is estimated that the enactment of H. R. 5100 would require a fee-basis ex- 
penditure in fiscal year 1956 of $17,564,000. It is also estimated that the fee- 
basis expenditures for fiscal years 1957, 1958, 1959, and 1960, would be $9,659,000, 
$7,418,000, $5,290,000 and $3,519,000, respectively. These estimates are based 
on the assumption that the number of staff personnel and the extent of staff 
clinical facilities woald remain at the same level as that projected in the Veterans’ 
Administration per submission for fiscal year 1956. An increase in Veterans’ 
Administration s personnel would result, of course, in a lower expenditure 
requirement for fee-basis care. 

These cost estimates were prepared on the basis of the first 6 months of fiscal 
year 1955 actual experience and are considered maximum costs since they are based 
on wartime and Korean conflict period experience. Many veterans discharged 
during the estimated 5-year period will have experienced both Korean conflict 
period and peacetime service, which should reduce the extent of their eligible 
care in comparison with veterans whose service was solely on a wartime or Korean 
conflict period basis. However, it is believed that the reduced costs, which would 
be incidental to this reduction in care, would be offset by the fact that the average 
cost ye case treated would increase because of the continuous aging of the veteran 
population. 

n arriving at the estimates the approximate number of servicemen entering the 
veteran population in these years has been estimated and experience factors used 
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to determine the probable number of initial applications, the extent of their eligi- 
bility, and the resultant costs for this group. 

The subject of outpatient dental treatment has been given very careful con- 
sideration by the Veterans’ Administration. The whole program has been 
reviewed in the light of administrative and professional developments and expe- 
rience in this field, and it is believed the requirement of application within 1 year 
after discharge and the restriction of treatment to a one-time basis in noncom- 
pensable service-connected cases reflect generally a sound and proper evaluation 
of the Government’s dental program for veterans. The extension of the appli- 
eation period to 2 years after ecrpey. is not considered advisable. Dental 
disabilities are progressive and should be discovered and treated early. The l-year 
limitation would afford the Veterans’ Administration an opportunity for their 
early discovery and correction and, in addition to reducing the costs, would 
permit treatment of the veteran when the best professional service could be 
rendered. 

Except for the provision for application within 2 years after’ discharge, the 
subject bill is substantially in accord with the ye of H. R. 1793, 84th 
Congress, and the predecessor 83d Congress bill, H. R. 9866, with respect to 
which the Veterans’ Administration submitted favorable reports to your com- 
mittee under dates of March 1, 1955 (Committee Print No. 33) and July 28, 
1954 (Committee Print No. 278), respectively. In addition, as previously indi- 
cated, H. R. 5100 would exempt the former prisoner of war, combat and trauma 
cases from the time limit on filing applications. Accordingly, if clause (2) of 
section 1 of the bill were amended to provide for application for treatment within 
1 year after discharge or release from active service in the cases comprehended 
by that clause, the Veterans’ Administration would recommend favorable 
consideration of this legislation. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to the committee, and that it would 
favor the proposed legislation if revised as recommended in the report. 

Sincerely yours, 


OUTPATIENT DENTAL TREATMENT 


Joun S. Parrerson, 
Deputy Administrator 
(For and in the absence of the Administrator). 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII, House of Representatives, 
the changes made in existing law by the bill are shown as follows 
(existing law proposed to be omitted is in black brackets; new matter 
is in italics; existing law in which no changes are proposed is shown in 
roman): 

H. R. 5100 AS INTRODUCED 


VrreraANs ReGuLaATION No. 7 (a) 
ELIGIBILITY FOR MEDICAL CARE 


I. The Administrator of Veterans’ Affairs, within the limits of Veterans’ 
Administration facilities, is authorized in his discretion to furnish to honorably dis- 
charged veterans of any war, including the Boxer Rebellion and the Philippine 
Insurrection, and to men honorably discharged from the United States Army, 
Navy, Marine Corps, or Coast Guard for disabilities incurred in line of duty, 
such medical, surgical, and dental services as may be found to be reasonably 
necessary for diseases or injuries incurred or aggravated in the line of duty in the 
active military or naval service. Such persons may also be furnished with such 
supplies including dental appliances, wheel chairs, artificial limbs, trusses, and 
similar appliances, including special clothing made necessary by the wearing of 
prosthetic appliances, as the Administrator of Veterans’ Affairs may determine 
to be useful and reasonably necessary, which dental appliances, wheel chairs, 
artificial limbs, trusses, special clothing, and similar appliances may be procured 
by the Veterans’ Administration in such manner, either by purchase or manufac- 
ture, as the Administrator of Veterans’ Affairs may determine to be advantageous 
and reasonably necessary, 
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II, Outpatient dental services and treatment, and related dental appliances, shall be 
furnished under this regulation only for any dental condition or disability— 

(1) which is service connected and compensable in degree; 

(2) which is service connected and is cheun to have been in existence at time of 
discharge or release from active service, but only if application for treatment is 
made within two years after discharge or release, or by December 31, 1954, which- 
ever last occurs; 

(3) which is a service-connected dental condition or disability due to combat 
wounds or other service trauma or of a former prisoner of war; ; 

(4) which is associated with and is aggravating disability from some other dis- 
ease or injury which was incurred in or aggravated by active service; or 

(5) of a veteran of the Spanish-American War (including the Boxer Rebellion 
and the Philippine Insurrection): Provided, That benefits afforded under clause 
(2) shall be on a onetime completion basis, unless the services rendered on a one- 
time basis are ae unacceptable within the limitations of good professional 
standards, in which event such additional services may be afforded as are required 
to complete professionally acceptable treatment. 


H. R. 5100 AS REPORTED 
VETERANS REGULATION No. 7 (a) 


ELIGIBILITY FOR MEDICAL CARE 


I. The Administrator of Veterans’ Affairs, within the limits of Veterans’ 
Administration facilities, is authorized in his discretion to furnish to honorably 
discharged veterans of any war, including the Boxer Rebellion and the Philip- 
pine Insurrection, and to men honorably discharged from the United States Army, 
avy, Marine Corps, or Coast Guard for disabilities incurred in line of duty, 
such medical, surgical, and dental services as may be found to be reasonably 
necessary for diseases or injuries incurred or aggravated in the line of duty in 
the active military or naval service. Such persons may also be furnished with 
such supplies including dental appliances, wheel chairs, artificial limbs, trusses, 
and similar appliances, including special clothing made necessary by the wearing 
of prosthetic appliances, as the Administrator of Veterans’ Affairs may determine 
to be useful and reasonably necessary, which dental appliances, wheel chairs. 
artificial limbs, trusses, special clothing, and similar appliances may be procured 
by the Veterans’ Administration in such manner, either by purchase or manu- 
facture, as the Administrator of Veterans’ Affairs may determine to be advan- 
tageous and reasonably necessary. 

II. Outpatient dental services and treatment, and related dental appliances, shall 
be furnished under this regulation only for any dental condition or disability— 

(1) which is service connected and compensable in degree; 

(2) which is service connected and is shown to have been in existence at time 
of discharge or release from active service, but only if application for treatment 
is made within one year after discharge or release, or by December 31, 1954, 
whichever last occurs; 

(3) which is a service-connected dental condition or disability due to combat 
wounds or other service trauma or of a former prisoner of war; 

(4) which is associated with and is aggravating disability from some other 
disease or injury which was incurred in or gravated by active service; or 

(5) of a veteran of the Besateh-Amerionn 1 ar (including the Boxer Rebellion 
and the Philippine Insurrection): Provided, That benefits afforded under clause 
(2) shall be on a onetime completion basis, unless the services rendered on a 
onetime basis are found unacceptable within the limitations of good professional 
standards, in which event such additional services may be afforded as are required 
to complete professionally acceptable treatment. 


O 
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PLACING FARM LOANS ON PARITY WITH CITY LOANS © 





Marcu 24, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, sub- 
mitted the following 


REPORT 


[To accompany H. R. 5106} 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 5106) a bill to amend the Servicemen’s Readjustment Act of 
1944, so as to authorize loans for farm housing to be guaranteed or in- 
sured under the same terms and conditions as ap + to residential 
housing, having considered the same, reports favorably thereon with- 
out amendment and recommend that the bill do pass. 


BACKGROUND OF THE BILL 


Under the Servicemen’s Readjustment Act as originally enacted 
(Publie Law 346, 78th Cong., approved June 22, 1944), the rate of 
guaranty on all eligible loans was placed at 50 percent of the amount of 
the loan, with a maximum guaranty of $2,000. This maximum was 
liberalized in the case of real-estate loans to 50 percent but not exceed- 
ing $4,000, by Public Law 268, 79th Congress, approved December 28, 
1945. 

Section 501 (b) of the Servicemen’s Readjustment Act, which was 
added by section 301 (d) of the Housing Act of 1950 (Public Law 475, 
8ist Cong., approved April 20, 1950), and amended by section 613 (b) 
of the Defense Housing and Community Facilities and Services Act of 
1951 (Public Law 139, 82d Cong.; approved September 1, 1951), in- 
creased the amount of the Veterans’ Administration guaranty to 60 
percent but not to exceed $7,500, subject to deduction of guaranty 
entitlement properly chargeable for Seakantene purposes on account of 
prior loans, on any loan for the purchase or construction or a house in 
any case where the eligible veteran had not, subsequent to the enact- 
ment of Public Law 475, availed himself of his eligibility for the pur- 
pose of securing # guaranteed loan to purchase or construct a house. 
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Section 501 (b) was further amended by section 803 of the Housing 
Act of 1954 (Public Law 560, 83d Cong., approved August 2, 1954) so 
as to make an aggregate maximum guaranty of $7,500, but not over 
60 percent of a loan, available to all eligible veterans for loans to pur- 
chase, construct, or repair, alter, or improve a home. This amend- 
ment removed the requirement of Public Law 139, 82d Congress, which 
had limited the higher guaranty to eligible veterans who had not 
availed themselves of eligibility for home-loan purposes subsequent to 
the enactment of Public Law 475, 81st Congress, approved April 20, 
1950. 

Although the maximum guaranty for an eligible veteran was 
increased from $4,000 to $7,500, as stated above, it was for the 
xg see or construction of residential property to be occupied as 

is home and did not extend the increased provisions to the purchase 
or construction of a farm and a farm residence to be occupied as his 
home. In other words, the laws do not place the veteran who wishes 
to use his GI entitlement to purchase a farm and a farm residence on 
comparable terms with a veteran who wishes to buy urban residential 
property. 

There has been a drastic decline in the number of farm loans made 
to veterans under the provisions of the Servicemen’s Readjustment 
Act, as amended. Since 1947 the VA-guaranteed farm loans have 
declined from 19,862 loans in 1947 to only 1,432 loans in 1954. From 
the initiation of the loan-guaranty program through December 235, 
1954, the total farm loans closed was only 66,957 as compared to 
3,607,000 home loans. 

The testimony heard during the hearings on this matter by the 
committee shows that to date the veteran wishing to purchase a 
farm and a farm residence to be occupied as his home has not had 
equal benefits under the law with the veteran purchasing other types 
of property for residential purposes. All those heard strongly urged 
that the necessary law be enacted to place both the city veteran and 
the farm veteran on comparable terms. The Veterans’ Administra- 
tion is in favor of this general purpose. 

This bill accomplishes the result of placing all veterans on a com- 
parable basis, whether they desire to buy or build a home on a farm 
or on a lot in a city. 


EXPLANATION OF THE BILL BY SECTIONS 


The bill amends section 501 of the Servicemen’s Readjustment 
Act of 1944 (38 U.S. C., sec. 694a) by adding a new subsection (c). 
This new subsection is broken down into four parts and provides that, 
notwithstanding section 502 of this title, but subject to paragraphs 
(1), (2), and (3) of subsection (a) of the section ee any loan 
to a veteran under this title may be guaranteed if the proceeds thereof 
will be used for any of the following purposes: 

(1) to purchase a farm on which there is a farm residence to be occupied by 
the veteran as his home, , 

The intent of this is apparent in that it provides that a veteran can 
purchase a farm on which there is an existing farm residence to be 
occupied by the veteran as his home. Under this section in the case 
of a veteran buying an improved farm, the guaranty would go, not 
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only to the purchase of the farm and residence, but to all other build- 
ings which are considered a part of the realty. 

(2) to construct on land owned by the veteran a farm residence to be occupied 
by him as his home, or 
The intent of this is to provide a veteran with the facilities for con- 
structing a residence on a farm owned by him and to be occupied by 
him as his home. This would include the farm residence, garage, 
utilities, and necessary appurtenances thereto, together with land- 
scaping, in order to provide a completed dwelling unit on the farm. 

(3) to repair, alter, or improve a farm residence owned by the veteran and 

occupied by him as his home. 
The intent of this is to provide the veteran with a guaranteed loan 
for repair, alterations, or improvements to a farm residence; these 
repairs, alterations, and improvements would extend to the utilities, 
garage, and the residence itself. Such repairs, alterations and im- 
provements, would be subject to the same requirement of protecting 
or improving the basic livability or the utility of the property involved, 
as is presently applicable to urban residences. 

The bill also provides that in case there is an indebtedness which 
is secured by a lien against the land owned by the veteran, the pro- 
ceeds of a loan for the construction of a farm residence on such land 
may be expended also to liquidate such lien, but only if the reasonable 
value of the land is equal to or in excess of the amount of the lien. 
This provides a veteran with the same facilities under this act as the 
veteran who owns or has an equity in a lot on which he wishes to 
build a home. 

Section 2 of the bill makes applicable the provisions of subsection 
(b) of section 501 to the new i sa (c), including the $7,500—60 
percent maxima. 

COSTS 


The Veterans’ Administration has indicated that in all probability 
a modest increase of applications for a loan for benefits under this new 
subsection can be anticipated, but that it is believed that this volume 
distributed among the 67 Veterans’ Administration regional offices 
could be absorbed with no appreciable increase in administrative costs. 
Further, that a small increase in contingent liability of the Govern- 
ment would also result, but such increase would be relatively insignifi- 
cant in contrast to the increases that are expected to result from future 
home-loan activities. No additional appropriation will be required as 
a result of the enactment of this bill. 

The report of the Veterans’ Administration follows: 

VeTeRANS’ ADMINISTRATION, 
OrricB oF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., March 23, 1956. 

Hon. Our E. Teracve, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teaaue: Further reference is made to your request for a report by 
the Veterans’ Administration on H. R. 5106, 84th Congress, a bill to amend the 
Servicemen’s Readjustment Act of 1944, so as to authorize loans for farm housing 
to be guaranteed or insured under the same terms and conditions as apply to 
residential housing. 

The purpose of this measure is to place the guaranty of farmhouse loans on a 
parity with that for home loans under section 501 of the Servicemen’s Readjust- 
ment Act. To this end the measure would amend secticn 501 (b) and add a new 
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subsection 501 (c) to the act so as to raise the present maximum guaranty of 50 
percent but not over $4,000, to 60 percent but not over $7,500, on loans to vet- 
erans for the — of purcbasing a farm with a farmhouse, constructing a farm- 
house on land owned by the veteran, or repairing, altering, or improving a farm- 
house owned by the veteran, provided that in each instance the farmhouse is to be 
occupied by the veteran as his home. It is also provided that if there is an indebt- 
edness on land owned by the veteran the proceeds of a loan to construct a farm- 
house thereon may be used also to liquidate the lien securing the indebtedness if 
such indebtedness does not exceed the reasonable value of the property. 

Under the Servicemen’s Readjustment Act as originally enacted (Public Law 
346, 78th Cong., approved June 22, 1944), the rate of guaranty on all eligible 
loans was placed at 50 percent of the amount of the loan, with a maximum guar- 
anty of $2,000. This maximum was liberalized in the case of real-estate loans 
to 50 percent but not exceeding $4,000, by Public Law 268, 79th Congress, 
ores December 28, 1945. 

tion 501 (b) of the Servicemen’s Readjustment Act, which was added by 
section 301 (d) of the Housing Act of 1950 (Public Law 475, 81st Cong., approved 
April 20, 1950), and amended by section 613 (b) of the Defense Housing and 
Community Facilities and Services Act of 1951 (Public Law 139, 82d Cong., 
approved September 1, 1951), increased the amount of the Veterans’ Adminis- 
tration guaranty to 60 percent but not to exeeed $7,500, subject to deduction of 
guaranty entitlement properly chargeable for real-estate purposes on account of 
prior loans, on any loan for the purchase or construction of a house in any case 
where the eligible veteran had not, subsequent to the enactment of Publie Law 
475, availed himself of his eligibility for the purpose of securing a guaranteed 
loan to purchase or construct a house. Section 501 (b) was further amended by 
section 803 of the Housing Act of 1954 (Public Law 560, 83d Cong., approved 
August 2, 1954) so as to make an aggregate maximum guaranty of $7,500, but 
not over 60 percent of a loan, available to all eligible veterans for loans to pur- 
chase, construct or repair, alter or improve, a home. This amendment removed 
the requirement of Public Law 139, 82d Congress, which had limited the higher 
guaranty to eligible veterans who had not availed themselves of eligibility for 
home loan purposes subsequent to the enactment of Public Law 475, 81st Con- 
gress, approved April 20, 1950. 

H. R. 5106 is similar in purpose to H. R. 98 (and related identical bills) and 
H. R. 491, 84th Congress, on which the Veterans’ Administration made reports 
to your committee under date of March 16, 1955 (Committee Prints No. 50 and 
No. 51, respectively). As was stated in the mentioned reports veterans have ex- 
perienced increasing difficulty in recent years in obtaining farm loans under sec- 
tion 502 of the Servicemen’s Readjustment Act. For example, the volume of farm 
loans closed under that section has decreased quite steadily from a peak of 19,862 
with a principal amount of $77.7 million in 1947 to 1,432 with a principal amount 
of $6.5 million in 1954. In view of the reduced effectiveness of the farm loan- 
quarseny program as a result of the increase in real-estate values since World 

Jar II, the Veterans’ Administration believes it desirable that the present dis- 
parity between the guaranty protection afforded to lenders providing GI home 
loans and those providing farm loans under section 502 of the Servicemen’s 
Readjustment Act, be eliminated. It seems likely that the placing of the guaranty 
on farm realty loans on a parity with that for home loans would make some 
additional mortgage capital available and enable a certain number of veterans to 
obtain financing which is presently unavailable to them. 

The proposed legislation, however, like H. R. 491, would not increase the 
maximum guaranty on farm realty loans generally but would in effect restrict the 
increase in guaranty provided therein to “farmhouse” loans. Accordingly, loans 
for the construction of a barn, silo or other outbuilding necessary to the operation 
of a farm would still be subject to the present guaranty limit of 50 percent of the 
loan, but not over $4,000, although a loan for the purchase of farm with a farm- 
house would be entitled to the increased guaranty maxima notwithstanding the 
fact that the property purchased might include the customary outbuildings. 
The present maximum of 50 percent, but not to exceed $2,000, would continue to 
be applicable in connection with nonrealty such as loans for the purchase cf live- 
stock, equipment, and the like. 

The intention of the measure to increase the guaranty for farm residential 
property only and not for farm service buildings or non-real-estate items would 
present certain administrative problems. In those cases in which the veteran 
desires to obtain a loan to finance the construction or improvement of farm service 
buildings as well as a farm residence, there would be uncertainty with respect to 
the amount of guaranty permissible where the. veteran and the lender desire to 
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make a single loan rather than make separate loans. If, for example, the veteran 
wishes to borrow $4,000 to improve the farm residence and $1,000 to improve the 
farm service structures, or a total of $5,000, it would appear necessary to treat 
such loan as the equivalent of two separate loans for guaranty purposes. Thus, 
in the absence of a specific provision in the law permitting the issuance of a com- 
bined | ered (in the instant case, of $2,900 or 58 percent of the combined loan 
of $5,000), or permitting loans for the improvement of farm structures to be 
guaranteed on the same basis as loans for the improvement of the farm residence, 
it would appear incumbent on the Veterans’ Administration to issue a 60-percent 
($2,400) guaranty on the $4,000 portion of the loan and a 50-percent ($500) guar- 
anty on the $1, portion of the loan. 

If different portions of the same loans are to be guaranteed on different percent- 
age bases, a further question would arise as to the amount of guaranty entitlement 
available in connection with the respective portions of a combination loan. If, 
for example, the borrower desires $8,000 to construct a farm residence and $2,000 
to improve service outbuildings, a 60-percent guaranty of the $8,000 portion of 
the loan would exhaust the veteran’s entitlement for nonresidential purposes, 
unless the lender and the veteran specifically indicated to the Veterans’ Adminis- 
tration that some other basis of guaranty was desired; for example, $3,500 on the 
farm residence portion of the loan and $500 on the other portion, or $3,000 on the 
farm residence and $1,000 on the balance. 

It will thus be seen that the allocation of varying percentages of guaranty to 
different portions of a loan would present considerable administrative complexi- 
ties. The splitting of a loan into portions for guaranty purposes might also result 
in a decision by the lender to make two separate loans, involving additional pro- 
cessing and possibly additional expense to the veteran. 

It should be noted that under the bill paragraphs |, 2, and 3 of subsection 501 
(a) are —, made applicable to loans provided under the new subsection 
501 (e). ecordingly, veterans obtaining loans closed under the new subsection 
would be required to meet the provisions of paragraph (2) of section 501 (a) 
which requires that the veteran be a satisfactory credit risk and that the nature 
and condition of the property be suitable for dwelling purposes. It should also 
be pointed out in this connection that the provisions of section 504 (b) of the 
Servicemen’s Readjustment Act relating to minimum property requirements 
would sepeeesty be applicable to the farm residential loans which would be 
authorized under the provisions of the proposed subsection 501 (c). 

As your committee is undoubtedly aware, another approach to the problem of 
inadequate mortgage credit in rural areas is contained in the voluntary home- 
mortgage credit program of title VI of the Housing Act of 1954. This program 
was recently organized and it is still too early to determine to what extent it will 
facilitate the flow of housing funds into remote areas and small communities. 

No figures are available on which to base an estimate as to the cost of this 
legislation, if enacted. In all probability, however, the increased volume of 
farmhouse loan activity which would result from the new maximum guaranty 
could be absorbed among the 67 Veterans’ Administration regional offices with 
no appreciable increase in administrative costs. The small increase in contingent 
liability to the Government as the result of the enactment of this measure would 
be relatively insignificant in comparison with the increases expected to result 
from future home loan activities. 

As indicated above, the Veterans’ Administration views with favor legislation 
designed to place the guaranty of farm realty loans on a par with that for home 
loans. The proposed legislation which would increase the guaranty on certain 
farm residential loans would reduce the present disparity in guaranty to a sub- 
stantial degree and to this extent would be regarded as desirable. However, as 
indicated in the report of the Veterans’ Administration on the group of bills 
represented by H. R. 98, H. R. 145, H. R. 2626, and H. R. 4365, full parity as 
between home and farm realty loans might be preferable. 

Due to the request of the committee for an urgent report on this measure, 
there has not been sufficient time in which to ascertain from the Bureau of the 
Budget the relationship of the proposed legislation to the program of the President 

Sincerely yours, 
Joun S. Patrerson, 
Deputy Administrator 
(For and in the absence of the Administrator). 
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RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 


Section 501, Pusiic Law 346, 78TH Conaress, as AMENDED 
PURCHASE OR CONSTRUCTION OF HOMES 


Sec. 501 (88 U. S. C. 694a) (a) Any loan made to a veteran under this title, 
the proceeds of which are to be used for purchasing residential property or con- 
structing a dwelling to be occupied as his home or for the purpose of making 
repairs, alterations, or improvements in property owned by him and occupied as 
his home, is automatically guaranteed if made pursuant to the provisions of this 
title, including the following: 

(1) That the proceeds of such loan will be used for payment of the property 
purchased or constructed or improved; 

(2) That the contemplated terms of payment required in any mortgage to 
be given in part payment of the purchase price or the construction cost bear 
a proper relation to the veteran’s present and anticipated income and ex- 
penses, and the veteran is a satisfactory credit risk; and that the nature and 
condition of the property is such as to be suitable for dwelling purposes; and 

(3) That the price paid or to be paid by the veteran for such property or 
for the cost of construction, repairs, or alterations does not exceed the rea- 
sonable value thereof as determined by proper appraisal made by an appraiser 
designated by the Administrator. 

(b) Any loan made to a veteran for the purposes specified in subsection (a) 
or subsection (c) of this section 501 may, notwithstanding the provisions of 
subsection (a) of section 500 of this title relating to the percentage or aggregate 
amount of loan to be guaranteed, be guaranteed, if clacton made pursuant 
to the provisions of this title, in an amount not exceeding 60 per centum of the 
loan; Provided, That the aggregate amount of any guaranties to a veteran inder 
this title shall not exceed $7,500, nor shall any gratuities payable under subsection 
(c) of section 500 of this title exceed the amount which is payable on loans guaran- 
teed in accordance with the maxima provided for in subsection (a) of section 500 
of this title: And provided further, That no such loan for the repair, alteration, 
or improvement of property shall be insured or guaranteed under this Act unless 
such repair, alteration, or improvement substantially protects or improves the 
basic livability or utility of the property involved. 

(c) Notwithstanding section 502 of this title, but subject to paragraphs (1), (2), and 
(3) of subsection (a) of this section, any loan made to a veteran under this title may be 
guaranteed if the proceeds thereof will be used for any of the following purposes: 

(1) to purchase a farm on which there is a farm residence to be eccupied by the 
veteran as his home, 

(2) to construct on land owned by the veteran a farm residence to be occupied 
by him as his home, or 

(3) to repair, alter, or improve a farm residence owned by the veteran and 
occupied by him as his home. 

If there is an indebtedness which is secured by a lien against land owned by the veteran, 
the proceeds of a loan for the construction of a farm residence on such land may be 
expended also to liquidate such lien, but only if the reasonable value of the land is 
equal to or in excess of the amount of the lien. 
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TRANSFER OF LAND TO RICHLAND COUNTY, S. C. 





Marca 24, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs 
submitted the following 


REPORT 


(To accompany H. R. 5177] 


The Committee on Veterans’ Affairs, to whom was referred the 
bill (H. R. 5177), to authorize the Administrator of Veterans’ Affairs 
to reconvey to Richland County, 8. C., a portion of the Veterans’ 
Administration hospital reservation, Columbia, S. C., having con- 


sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


EXPLANATION OF THE BILL 


H. R. 1836, as introduced, and which this bill replaces, would 
authorize and direct the Administrator of Veterans’ Affairs to transfer 
any land determined to be surplus at the Veterans’ Administration 
hospital at Columbia, S. C., to Richland County, S. C., without con- 
sideration. Section 2 of the bill authorizes the inclusion in the deed 
of conveyance of such terms, conditions, and reservations as may be 
determined by the Administrator as necessary to protect the interest 
of the United States. 

On May 8, 1931, the Governor of South Carolina approved an act 
enacted by the general assembly of the State permitting the county 
of Richland, 8S. C., to convey to the United States without considera- 
tion 200 acres as a site for this hospital. The record shows that the 
tract was acquired by the county at ¢ cost of approximately $72,000. 
Subsequently, a hospital was erected on this site and the Veterans’ 
Administration is today operating a hospital predominantly of the 
general-medical and surgical type. 

Since 1939, approximately 110 acres of this 200-acre tract have 
been leased for farming purposes. The current lease, covering July 1, 
1954, through June 30, 1957, is based on the consideration of $241 
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per annum and contains a 30-day cancellation clause. After the most 

recent renewal of this lease a survey of the needs and requirements 

of the Columbia Veterans’ Administration hospital was made which 

shows that approximately 110 acres of the hospital reservation is in 

— = the present and foreseeable future requirements of the 
ospital. 

e bill as reported by the committee contains the identical amenda- 
tory language suggested by the Administrator of Veterans’ Affairs in 
his report on the bill to the committee which will be found at the 
end of this report. As amended, the bill would be limited in scope 
to the approximately 110 acres currently regarded by the Veterans’ 
Administration as excess to its needs. 

No additional appropriation of Government funds will be required 
by the passage of this legislation. 
; — of the Veterans’ Administration on a similar bill, H. R. 1836, 
ollows: 


Veterans’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., March 17, 19565. 
Hon. Ouin E. Teague, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacve: This is in reply to your letter of January 14, 1955, request- 
ing a report by the Veterans’ Administration relative to H. R. 1836, 84th Congress, 
a bill to authorize the Administrator of Veterans’ Affairs to reconvey to Richland 
County, S. C., lands surplus to the needs of the Veterans’ Administration hospital 
reservation, Columbia, 8. C 

The bill proposes to authorize and direct the Administrator of Veterans’ Affairs, 
in the event any of the land comprising the reservation of the Veterans’ Admin- 
istration Hospital, Columbia, 8. C., is determined to be surplus to the needs 
of such hospital, to convey such land to Richland County, 8. C., without con- 
sideration. Section 2 would authorize the inclusion in the deed of conveyance 
of such terms, conditions, reservations, and restrictions as may be determined 
4 the Administrator to be necessary to protect the interests of the United 

tates. 

Pursuant to authorization enacted by the General Assembly of the State of 
South Carolina, which was approved by the Governor on May 8, 1931, the 
county of Richland, 8. C., conveyed to the United States, without consideration, 
approximately 200 acres of unimproved land, as a site for a Veterans’ Adminis- 
tration hospital. Information of record discloses that the tract was acquired by 
the county at a cost of approximately $72,000. The Veterans’ Administration 
subsequently constructed a hospital on the land, which it is presently operating 
as a 540-bed hospital with a preponderance of general medical and surgical 
patients. 

Since 1939 approximately 110 acres of the 200-acre tract, which are unimproved, 
have been leased for farming purposes. The current lease, covering the period 
July 1, 1954, through June 30, 1957, is based on a consideration of $241 per 
annum, and contains a 30-day cancellation clause. 

After the most recent renewal of the lease, a study of the land requirements 
at the Columbia hospital was made which resulted in a determination that 
approximately 110 acres of the hospital reservation (substantially the same 
tract as that currently under lease) is in excess of the present and foreseeable 
future requirements of the hospital. However, since legislation (H. R. 10061 
and 8. 3797) designed to direct the conveyance of any such excess land to Richland 
County was introduced late in the 83d Congress and there was accordingly limited 
opportunity for its consideration, I directed that the actual declaration of this 
land to the General Services Administration as excess to our needs be withheld 
until the end of the first session of the 84th Congress. It was felt that such action 
would afford the Congress an adequate opportunity to consider the matter. 

As presently drafted, the bill, if enacted, would require the reconveyance to 
Richland County of not only the 110-acre tract presently regarded as excess 
to the needs of the Veterans’ Administration, but also of any portion of the men- 
tioned 200 acres which might, at any time in the future, be determined to be 
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excess to such needs. It is therefore possible that the bill would require convey- 
ance of improved lands. The Veterans’ Administration is not informed of any 
reason why such ble enrichment of Richland County should be authorized. 
Acco! y, the is considered too broad and should be limited to the 110- 
acre tract. For your convenience, there is enclosed a draft of amendments to 
section 1 and the title of H. R. 1836 which would so limit the bill. 

As indicated above, section 2 of the bill, if enacted, would authorize the inclusion 
in the deed of conveyance of such terms, conditions, reservations, and restrictions 
as the Administrator of Veterans’ Affairs determines to be necessary to proteet 
the interests of the United States. This langu would enable the Veterans’ 
Administration to impose restrictions which would preclude use of reconveyed 
land in a manner inimical to the proper and effective operation of the Veterans’ 
Administration hospital located on a contiguous tract of land. If the bill is enacted, 
it is anticipated that one of the terms to be incorporated in the deed, pursuant to 
this provision, will be a requirement that Richland County either relocate, along 
the new boundary of the hospital reservation, the fence which is presently situated 
on 3 sides of the 110-acre tract or, in the alternative, erect a new fence of compara- 
ble quality along such boundary. I am informed that it may not be practical to 
move the existing fence since it is erected on steel posts set in masses of concrete, 
below grade, and that it is estimated a new fence of approximately 3,500 feet in 
length would cost about $11,000. 

ince the 110 acres in question are excess to the needs of the Veterans’ Admin- 
istration and in view of the protective provisions authorized by section 2 of the 
bill, the Veterans’ Administration would interpose no objection to the favorable 
consideration of H. R. 1836, if amended in the manner suggested above. 

Advice was received from the Bureau of the Budget with respect to a similar 
— on an identical bill (S. 201) that there would be no objection by that 
Office to the submission of the report to the committee. 

Sincerely yours, 
Joun S. Parrerson, 
Deputy Administrator 
(For and in the absence of the Administrator). 


Succrestep AMENDMENTs TO H. R. 1836, 84rH CoNncGREss 


Delete lines 3 to 9, page 1, and lines 1 and 2 page 2, of the bill, and substitute 
therefor the following: 

“That the Administrator of Veterans’ Affairs is authorized and directed to 
reconvey to Richland County, South Carolina, without consideration, all right, 
title and interest of the United States in and to a tract of approximately 110 acres 
of land which constitute a portion of land conveyed to the United States by 
Richland County. The 110 acres now comprise a portion of the Veterans’ Ad- 
ministration Hospital reservation, Columbia, South Carolina, lying west of the 
main hospital buildings. The exact legal description of the land to be conveyed 
shall be determined by the Administrator or his designate and, in the event that 
a survey is required in order to make such determination, Richland County shall 
bear the expense thereof.” 

Amend the title so as to read: “A bill to authorize the Administrator of Vet- 
erans’ Affairs to reconvey to Richland County, South Carolina, a portion of the 
Veterans’ Administration Hospital reservation, Columbia, South Carolina.” 
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Marcu 24, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Traaue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 735] 


The Committee on Veterans’ Affairs to whom was referred the bill 
(H. R. 735) to increase the rate of special pension payable to certain 
persons awarded the Medal of Honor, having considered the same, 
report favorably thereon with an amendment and recommend that 
the bill do pass. 

The amendment is as follows: ; 
Strike out all after the enacting clause and insert the following: 
That section 1 of the Act of April 27, 1916 (39 Stat. 53), as amended (38 U.S. C. 
391), is hereby amended by striking out the following: ‘who has attained or shall 

attain the age of sixty-five years,’’. 

Sec. 2. That the first sentence of section 3 of the Act of April 27, 1916 (39 
Stat. 54), as amended (38 U.S. C. 393), is hereby amended by striking out “$10” 
and inserting in lieu thereof ‘$100’. 

Sec. 3. This Act shall take effect on the first day of the second calendar month 
after its enactment. 

Amend the title so as to read: 


A bill to increase the rate of special pension payable to certain persons awarded 
the Medal of Honor, and for other purposes. 


EXPLANATION OF THE BILL 


The purpose of this bill is to increase from $10 to $100 the monthly 
pension payable to holders of the Congressional Medal of Honor and 
to permit og heme at any age instead of the present requirement of 
attaining the age of 65 years. 

Under the present law, enacted in 1916, each honorably discharged 
person who has served in time of war, has attained the age of 65 
years, has been awarded the Medal of Honor, and has had his name 
entered and recorded on the Army and Navy Medal of Honor roll, is 
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paid a special pension from the Veterans’ Administration of $10 a 
month for life. This bill would increase this sum to $100 and elimi- 
nate the age requirement. This special pension is in addition to any 
other pension or benefits to which the recipient may be entitled. 
No provision is made for the payment of a special pension to survivors 
of recipients of the Congressional Medal of Honor. 

The committee fully understands that it is impossible to place a 

rice tag on valor, honor, patriotism, or other virtues. However, it 

Liss come to the attention of the committee that in some cases holders 
of this highest award are in destitute circumstances and several have 
had to go on relief or resort to applying for welfare payments from the 
States in which they reside. A holder of the Congressional Medal 
of Honor should not be forced to eke out an existence in this fashion. 

It is the belief of the committee that this pension is fully warranted 
in view of the outstanding, unusual, and distinguished service rendered 
to the Nation by each and every holder of the Congressional Medal of 
Honor. It is also the observation of the committee that comparable 
honors given by foreign governments carry with them more per- 
quisites and other benefits than is true for the Americans who have 
received this highest honor available to men in the Armed Forces. 

The cost of the bill, if enacted, would be comparatively small inas- 
much as there are approximately 395 recipients of the Medal of Honor 
still living. By the very nature of the award it seems unlikely that 
this bill could ever present any sizable burden to the taxpayers. 

The reports of the Veterans’ Administration and the Department 
of Defense follow: 

VeTeRANS’ ADMINISTRATION, 
Orrice OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25 D. C., February 8, 1956. 

Hon. Ourn E. Teacue, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacve: This isin reply to your request for a report by the Veterans’ 
Administration on H. R. 735, 84th Congress, a bill to inerease the rate of special 
pension payable to certain persons awarded the Medal of Honor. 

The purpose of the bill is to increase the rate of special pension payable to 
certain persons awarded the Medal of Honor. 

H. R. 735 is identical with H. R. 8900, 83d Congress, with respect to which the 
Veterans’ Administration submitted a report to your committee under date of 
May 6, 1954 (Committee Print No. 248), a copy of which is enclosed. Under 
date of May 12, 1954, your committee favorably reported the bill to the House 
Representatives (H. Rept. 1598), where it was pending at the close of the 83d 

ongress. 

The Veterans’ Administration report on H. R. 8900 is applicable to the present 
bill except for more current information with t to the number of persons 
awarded the Medal of Honor who are still living. In this connection the Veterans’ 
Administration is informally advised by the aeernent of Defense that there 
were approximately 395 persons awarded the Medal of Honor living as of May 5, 
1954. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to the committee and that the 
A atte of the Budget would recommend against favorable consideration of this 

Sincerely yours, 


H. V. Hieitey, Administrator. 
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[No. 248] 
ComMITTEE ON VeTeRANs’ Arrarrs, House or REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
OrFicE oF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 


Washington 25, D. C., May 6, 1954. 
Hon. Epitx Nourse Rocers 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mrs. Rocers: This is in reply to your request for a report by the 
Veterans’ Administration on H. R. 8900, 83d Congress, a bill to increase the rate 
of b coy pension payable to certain persons awarded the Medal of Honor. 

e purpose of the bill is to increase the rate of special pension payable to 
certain persons awarded the Medal of Honor. 

The act of ay te 27, 1916 (39 Stat. 53), as amended (38 U. 8. C. 391-394), 
established the Army and Navy Medal of Honor roll upon which is recorded on 
written application to the head of the militarv department concerned, the name 
of each surviving person who has served in the military or naval service of the 
United States in any war, who has attained or shall attain the age of 65 years, 
and who has been awarded the Medal of Honor for having in action involving an 
actual conflict with an enemy distinguished himself conspicuously by gallantry 
or intrepidity at the risk of his life above and beyond the call of duty, and who 
has been honorably discharged from service. 

Persons whose names are entered on the Army or Navy Medal of Honor roll 
are paid a special pension by the Veterans’ Administration of $10 a month for 
life based upon certificates of entitlement by the military departments. The law 
provides that this special pension shall not deprive the special pensioner of any 
other pension to which he is otherwise entitled, but shall be in addition thereto. 

H. R. 8900, if enacted, would increase from $10 to $100 monthly the rate of 
such special pension for any person whose name has been entered on the Army 
and Navy Medal of Honor roll. The increase would be effective from the first 
day of the second calendar month after enactment of the bill. 

According to Senate Report No. 240 on H. R. 4701, 64th Congress, which bill 
became the act of April 27, 1916, the provision for an award of $10 monthly to 
holders of a Medal of Honor who had attained the age of 65 years “recognizes 
and rewards in a modest way startling deeds of individual daring and audacious 
heroism in the face of mortal danger when war is on, deeds that give soul to an 
army and character to a country.” The policy of the measure as stated in the 
Senate report is “‘to signalize appreciation of that gallant. intrepid, indomitable 
spirit in war that becomes the best bond to long-continued future peace.’ In 
debates on the floor of the House on H. R. 4701, an amendment to increase the 
rate to $18 monthly was rejected after a statement was made that any increased 
amount would appear to be a matter of paying pension instead of a matter of 
honor (53 Congressional Record, pt. III, p. 2349). In this connection it is 
significant to note that H. R. 8900 would increase tenfold the special pension 
incident to the award of the Medal of Honor. 

As previously noted, the sole responsibility of the Veterans’ Administration in 
connection with the special pension currently authorized is to arrange for its 
payment to persons certified as entitled thereto by the military departments. 
H. R. 8900 would not alter this function. 

Data are not available upon which to base an estimate of the cost of the bill, 
if enacted. Advice has been received informally from the Department of Defense 
that there were approximately 285 persons awarded the Medal of Honor living 
as of October 2, 1953. Of course, all such persons do not qualify for payment 
of the special pension. Accordingly, it is believed the first year cost of the bill, 
if enacted, would not be great. 

Since the medals in question are awarded by the military departments and 
basic eligibility for the special pension is, and would be under H. R. 8900, deter- 
mined by such departments, it is sug¢;2sted your committee may desire to obtain 
the views of the Secretary of Defense vith respect to the bill. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to the committee and that the 
— of the Budget would recommend against favorable consideration of this 

ill. 
Sincerely yours, 


H. V. Hietey, Administrator, 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., May 6, 1954. 
Hon. Epita Nourse Rocers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives. 


Dear Mrs. Rocers: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 8900, 
83d Congress, a bill to increase the rate of special pension payable to certain 
persons awarded the Medal of Honor. The Secretary of Defense has delegated 
to the Department of the Army the responsibility for expressing the views of the 
Department of Defense thereon. 

he Department of the Army on behalf of the Department of Defense is opposed 
to the above-mentioned bill. 

The proposed legislation provides that the first sentence of section 3 of the act 
of April 27, 1916 (39 Stat. 54), as amended (38 U. 8. C. 393), is amended by 
striking out ‘$10’ and inserting in lieu thereof “$100.” The proposed legislation 
shall take effect on the first day of the second calendar month after its enactment. 

The act of April 27, 1916 (39 Stat. 54), as amended (38 U. 8S. C. 391-394), pro- 
vides that the name of each service person who has attained the age of 65 years, 
has been awarded the Medal of Honor, and has been honorably discharged, shall, 
upon application, be entered and recorded on the Army and Navy Medal of 
Honor roll. Persons whose names are entered on such roll are paid a special 
pension by the Veterans’ Administration of $10 a month for life. This special 
pension is in addition to any other pension or benefit to which the recipient may 
be entitled. It is significant to note that in bestowing this coveted award there 
was seemingly no intent to ascribe a monetary value thereto. 

The Department of the Army considers the special pension now authorized for 
holders of the Medal of Honor as being an additional recognition and not as a 
means of ascribing a monetary value to an act of heroism, and for that reason feels 
that the special pension must be of such modest amount that there can be no other 
interpretation. 

The Department of the Army on behalf of the Department of Defense, there- 
fore, recommends that H. R. 8900 not be enacted. 

It would be impossible to determine the total cost of this bill if enacted, although 
it is known that at present there are approximately 395 holders of the Medal of 
Honor still living. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that the report be expedited, it is 
submitted without a determination by the Bureau of the Budget as to whether 
or not it conforms to the program of the President. As soon as such advice is 
received it will be forwarded to your committee. 

Sincerely yours, 
Rosert T. STEVENs, 
Secretary of the Army. 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII, House of Representatives, 
the changes made in existing law by the bill are shown as follows 
(existing law proposed to be omitted is in black brackets; new matter 
is in italics; existing law in which no changes are proposed is shown in 
roman): 

H. R. 735 as InTRopUcED 


SECTION 3 OF THE ACT OF APRIL 27, 1916 (38 U. S. C. 393) 


Sec. 3. That each such surviving person whose name shall have been entered 
on said roll in accordance with this Act shall be entitled to and shall receive 
and be paid by the Administrator of Veterans’ Affairs, from the moneys appro- 
priated for the payment of invalid and other pensions, a special pension of [$10] 
$100 per month for life, payable monthly. The Administrator of Veterans’ 
Affairs shall make all necessary rules and regulations for making payment of such 
special pensions to the beneficiaries thereof. : 

Such special pension shall begin on the day that such person shall file his ap- 
plication for enrollment on said roll in the office of the Secretary of War or of 
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the Secretary of the Navy, after the passage and approval of this Act, and shall 
continue during the life of the beneficiary. 

Such special pension shall not deprive any such special pensioner of any other 
pension or of any benefit, right, or privilege to which he is or may hereafter be 
entitled under any existing or subsequent law, but shall be in addition thereto. 

The special pension allowed under this Act shall not be subject to any attach- 
ment, execution, levy, tax, lien, or detention under any process whatever. 


H. R. 735 as Rerorrep 
SECTION 1 OF THE ACT OF APRIL 27, 1916 @8 U. S. C. 391) 


There is established in the Department of the Army and Navy Department, 
respectively, a roll designated as ‘‘the Army and Navy Medal of Honor Roll.” 
Upon written application made to the Secretary of the proper department, and 
subject to the conditions and requirements hereinafter contained, the name of 
each surviving person who has served in the military or naval service of the United 
States in any war, [who has attained or shall attain the age of sixty-five years, ] 
and who has been awarded a medal of honor for having in action involving actual 
conflict with an enemy distinguished himself conspicuously by gallantry or 
intrepidity, at the risk of his life, above and beyond the call of duty, and who was 
honorably discharged from service by muster out, resignation, or otherwise, shall 
be, by the Secretary of the proper department, entered and recorded on said roll. 
Applications for entry on said roll shall be made in such form and under such 
regulations as shall be prescribed by the Department of the Army and Navy 
Department, respectively, and om blanks and instructions shall be, by the 
proper Secretary, furnished without charge upon request made by any person 
claiming the benefits of sections 391-394 of this title. 


SECTION 3 OF THE ACT OF APRIL 27, 1914 (38 U.S. C. 393) 


Sec. 3. That each such surviving person whose name shall have been entered 
on said roll in accordance with this Act shall be entitled to and shall receive and 
be paid by the Administrator of Veterans’ Affairs, from the moneys appropriated 
for the payment of invalid and other pensions, a special pension of [$10] $100 per 
month for life, payable monthly. The Administrator of Veterans’ Affairs shall 
make all necessary rules and regulations for making payment of such special 
pensions to the beneficiaries thereof. 

Such special pension shall begin on the day that such person shall file his appli- 
cation for enrollment on said roll in the office of the Secretary of War or of the 
Secretary of the Navy, after the passage and approval of this Act, and shall 
continue during the life of the beneficiary. 

Such special pension shall not deprive any such special pensioner of any other 
pension or of any benefit, right, or privilege to which he is or may hereafter be 
entitled under any existing or subsequent law, but shall be in addition thereto. 

The special pension allowed under this Act shall not be subject to any attach- 
ment, execution, levy, tax, lien, or detention under any process whatever. 
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OATHS AND ACKNOWLEDGMENTS 





Marcu 24, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Wriuts, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 4221] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4221) to amend section 4004, title 18, United States Code 
relating to administering oaths and taking acknowledgments by 
officials of Federal penal and correctional institutions, having con- 


sidered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 


The amendments are as follows: 

Amendment No. 1: Line 6, after the word “superintendents,” 
strike out “and”. 

Amendment No. 2: Line 7, after the word “superintendents,” 
insert “chief clerks, record clerks, and parole officers,’’. 

Amendment No. 3: Line 8, substitute the word “institutions’’ for 
“institution”, 

Amendment No. 4: Lines 8 to 10, strike out the words “and such 


other officers or employees of such institutions as may be designated 
by the Attorney General,”’. 


PURPOSE 


The bill, as amended by the committee, will authorize the wardens 
and superintendents, associate wardens and superintendents, chief 
clerks, record clerks, and parole officers of each Federal penal or cor- 
rectional institution to administer oaths to, and take acknowledg- 
ments of officers, employees, and inmates of such institutions. 


STATEMENT 


The proposed legislation was introduced at the request of the 
Federal Bureau of Prisons, Present law authorizes only wardens and 
superintendents and associate wardens and superintendents to ad- 


74008°—57 H. Rept., 84-1, vol. 269 
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minister oaths and take acknowledgments of prisoners. A great deal 
of time is being spent by these officials in performing a service which 
could properly be done by staff personnel. In addition, as noted in 
the Attorney General’s letter which is printed as part of this report, 
custodial officers, detailed to move the inmates in and out of the 
administrative offices of these senior officials, also spend, because of 
the lack of this needed amendment, a great deal of time which could 
be put to other use. The present bill will permit subordinate members 
of the staff, whose duties concern such work, to administer the 
necessary oaths and take acknowledgments. 

It should be noted that the present bill continues the prohibition 
against receiving any fee for the administering of such oaths or the 
taking of acknowledgments. 


AMENDMENTS 


Amendments 1 and 3 are clerical. With regard to amendments 2 
and 4 the bill, as introduced, would have authorized the Attorney 
General to designate such officers and employees as he deemed neces- 
sary, to perform this service. However, the committee is of the 
opinion that a specific enumeration of the particular personnel would 
be of greater aid to people generally in dealing with the provisions of 
this act. An attorney, for example, in dealing with authentication 
matters need only look at the statute to determine whether a particular 
prison officer is one authorized to administer oaths. 

Attached hereto and made a part of this report is the communication 
from the Department of Justice. 





Marcu 9, 1955. 
Hon. EManveEt CrEtier, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHarrMan: This is in response to your request for the views of 
the Department. of Justice relative to the bill (H. R. 4221) to amend section 4004, 
title 18, United States Code, relating to administering oaths and taking acknowl- 
edgments by officials of Federal penal and correctional institutions. 

The authority for administering oaths to and the taking of acknowledgments 
from officers, employees, and inmates of Federal penal and correctional institu- 
tions is vested specifically by statute in the heads of such institutions (18 U.S. C. 
4004). Under this bill other officers and employees of penal and correctional 
institutions would be authorized to administer oaths and to take acknowledg- 
ments upon designation by the Attorney General. 

The granting of authority to designate officers and employees of penal and 
correctional institutions, other than those specifically authorized by statute, to 
administer oaths and take acknowledgments would serve a number of worth- 
while purposes. It would, in a number of instances, relieve the heads of penal 
institutions of an unnecessary burden. In many instances it would obviate the 
necessity for the movement of inmates in and out of administrative offices and 
would result in savings as represented by the time now spent in performing this 
service by the heads of institutions as well as by the custodial officers deta‘ied 
to supervise the movements of the inmates. Also, since it is with the work of 
subordinate members of the staff, such as chief clerks, record clerks, parole offi- 
cers, etc., and the records for which they are responsible, that most of the docu- 
ments requiring oaths and acknowledgments are concerned, it would seem logical 
to authorize the designation of such subordinate officers to administer oaths 
and to take acknowledgments. 

In view of the foregoing considerations the Department of Justice urges favor- 
able action on the bill. 
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The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 


Sincerely, 
WituraM P. Rocers, 
Deputy Attorney General, 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Represen- 
tatives, there is set out below changes to existing law proposed by the 
bill as introduced (existing law in which no change is proposed is 
printed in roman type; provisions proposed to be omitted are enclosed 


in black brackets; and new provisions proposed to be inserted are 
shown in italics). 


Act or June 25, 1948 (62 Strat. 848; U. S. C., Titties 18, Sec. 4004) 


Sec. 4004. OATHS AND ACKNOWLEDGMENTS 

The wardens and superintendents, and associate wardens and superintendents, 
of Federal penal or correctional institutions, and such other officers or employees of 
such institutions as may be designated by the Attorney General, may administer 
oaths to and take acknowledgments of officers, employees, and inmates of such 
institutions, but shall not demand or accept any fee or compensation therefor. 


In order to point up the changes which the instant bill, as amended, 
will make in existing law, there is set out below, in roman print, exist- 
ing law in which no change is proposed; in italics, new matter which 
is to be added, and, in black brackets, matter proposed to be stricken 
out: 

Act or Junge 25, 1948 (62 Strat. 848; U S. C., Trirte 18, Sec. 4004) 


The wardens and superintendents, [and] associate wardens and superintend- 
ents, chief clerks, record clerks, and parole officers, of Federal penal or correctional 
institutions, may administer oaths to and take acknowledgments of officers, em- 
ployees, and inmates of such institutions, but shall not demand or accept any fee 
or compensation therefor. 
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DEPARTMENT OF AGRICULTURE AND FARM CREDIT 
ADMINISTRATION APPROPRIATION BILL, 1956 





Marcu 25, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Wuirtten, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 5239} 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Department of Agriculture and Yorm Credit Administration for the 
fiscal year 1956. The bill covers all estimates contained in the 1956 
Budget, pages 180 through 192, and 342 through 441. 

The bil includes direct annual appropriations for regular activities 
of $694,107,434; loan authorizations for the Rural Electrification 
Administration and the Farmers Home Administration of $388 ,000,000; 
an administrative expense authorization for the Commodity Credit 
Corporation of $26,000,000, together with an appropriation of 
$1,634,659 for restoration of capital impairment; an appropriation of 
$184,517,957 for special activities, most of which covers reimburse- 
ment to the Commodity Credit Corporation for funds advanced to 
finance programs authorized by Congress to meet special and emer- 
peney conditions; and administrative expense limitations for the 

arm Credit Administration of $6,290,000. 
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The following summary sets forth the committee action with respect 
to the various items in the bill: 























Bill compared with— 
Item Approved | Estimates, Recom- 
1955 1956 mended 1956 1955 1956 
approved estimates 

Regular activities._.............. $653, 129, 960 | $711, 531, 958 | $694, 107, 434 |-+-$40, 977, 474 | —$17, 424, 524 

Loan authorizations... _........- 363, 000, 000 | 377,000,000 | 388, 000,000 | +25,000,000 | +11, 000, 000 
ay Credit Corpora- 

n: 

Restoration capital impair- 

SS EEO RI, BAR eS 1, 634, 659 1, 634,659 | +1, 634, 659 |.............. 

Administrative expenses..... 25, 290, 000 26, 000, 000 26, 000, 000 F710, 000 |.....ceeccocee 

Special activities. ............... 331,500 | 184,517,957 | 184,517,957 | 184, 186, 457 |..........22.. 

Farm Credit Administration. ... 6, 250, 000 6, 290, 000 6, 290, 000 +40, 000 |.............. 








THE SITUATION FACING AMERICAN AGRICULTURE 


In approaching the budget for the Department of Agriculture for 
the coming fiscal year, the committee has been aware of the many 
serious difficulties facing American agriculture at the present time. 
Within budget limits, the committee has attempted to provide sufficient 
funds for those agencies of the Department which can most help the 
farmer to continue to provide the nation’s food and fiber, which give 
us our high standard of living, and which can continue to encourage 
efforts to protect the nation’s soil and natural resources. The 
committee recognizes that, in the final analysis, the farmers’ net income 
will determine whether he can continue on the farm and whether he 
can continue to spend money to protect the nation’s resources. It is 
these factors which cause the committee much concern under present 
conditions. 

While salaries and wages generally have increased in recent years, 
and while the President is recommending a minimum wage of 90 cents 
~ hour, the income of those Americans engaged in agriculture has 

een dropping steadily each year. The prices of farm products have 
declined about 7 percent in the past two years. They have dropped 
22 percent since February, 1951. The cost of farming continues to 
increase, with a 14 percent increase in prices paid by farmers during 
the past five years. The net farm income in 1954 was down nearly 
20 percent from 1951. 

As a result of this “price-cost squeeze’’, the value of United States 
agricultural assets dropped from $170.1 billion on January 1, 1952, to 
an estimated $162.3 billion on January 1, 1955, a loss of $7.8 billion, 
or 5 percent. During this period, the value of farm real estate 7 
nearly $4 billion or 4 percent, and the value of livestock declined $8 
billion, or more than 40 percent. Also, the farm mortgage debt has 
nearly. doubled since 1945. 

While a majority of the committee is of the opinion that reduced 
supports do not meet the basic factors causing the present farm situa- 
tion, the Secretary of Agriculture now has the flexible price support 
laws he has requested, and parity levels and formulas are being changed 
accordingly. The outlook is for still further declines in net farm income 
in 1955 due to the reduction in acreage of controlled crops and the 
low prices of nearly all farm products. 
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While the consumer is getting more and better food for his money 
than ever before in history, the share of the food dollar going to the 
agricultural producer is decreasing. Since 1945, the farmers’ share of 
the consumer dollar has gone down from 54 percent to 43 percent. 
With constantly increasing costs of transportation, processing and dis- 
tribution, the prospects are that this trend will continue, unless stron 
efforts are made by Congress, the Commodity Credit Corporation | 
the Department of Agriculture to halt it. Despite lower prices on-the 
farm, consumer prices on most foods have increased or remained about 
the same, indicating that the decrease in the share of the consumer 
dollar going to the farmer is resulting in additional income to the 
processing and distribution system. 

In certain parts of the country, particularly the South, the situation 
resulting from reductions in acreage allotments is deplorable. A spe- 
cial survey made recently by the Department at the request of the 
committee shows that, as a result of the Secretary’s order curtailing 
cotton acreage, more than 55,000 farm families in the South have 
been put off their farms, with no homes and limited employment 
possibilities. This survey also indicates that some 130,000 farm fam- 
ilies, with gross incomes of $1,000 or less, will suffer further losses of 
$100 or more this year. Similar situations exist with regard to other 
farm commodities in other sections. 

The Secretary points out that, with fewer farmers, the gross farm 
income divided by the number of fewer farmers means the farm 
picture is brighter than many believe. The committee cannot 
subscribe to such reasoning. 


FAILURE OF COMMODITY CREDIT CORPORATION TO MEET FULL 
RESPONSIBILITIES 


Any analysis of the present situation confronting farmers must 
start with a thorough study of the Commodity Credit Corporation, 
the Government’s arm established with a dual responsibility to (1) 
support farm prices within the terms of the law and (2) protect the 
investment of the Nation’s taxpayers, including the American farmers, 
through sales of commodities acquired. 

The agency set up to handle the price support program was estab- 
lished as a corporation in order to give it more latitude to buy and sell, 
borrow and repay money, sue and be sued, etc. In other words, it was 
created on this basis so that it would operate on a business-like basis 
to carry out its responsibility of supporting farm prices and protecting 
the Government’s investment through sales. It is this latter re- 
er which has been largely overlooked by the Corporation and 
those dealing with the subject. 

As to the Corporation’s authority and obligation to sell, we need only 
look to its charter, which in section 5 (f) authorizes it to export or 
cause to be exported, or to aid in the development of foreign markets 
for agricultural commodities acquired under price-support programs 
or specifically procured for export purposes. The Charter Act con- 
tains no restrictions on the prices for which commodities may be sold 
by the Corporation for export purposes. 

This Corporation has authority to invest up to $10 billion to support 
farm commodities. At the present time, it has invested over 7 
billions of dollars in such commodities. From this, it must be con- 
ceded that the Corporation has discharged its responsibility to support 
farm commodities as provided by law. 
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On the other side of the picture, however, there is a serious question 
whether the Corporation le met its obligation to protect its (the 
people’s) investment. 
estimony before the committee indicates that, while the Cor- 
poration has the authority to sell its products in world markets at 
competitive prices, as of Dubieny 1955, nearly $3.7 bil on of such 
commodities have never been offered for sale abroad at competitive 
rices. And storage charges are rapidly increasing the Corporation’s 
investment in these stocks. 

There is reason to believe that such products could be sold in world 
markets through normal channels of trade, if an effort were made to 
do so on a competitive basis. During the past year, largely as a 
result of the urging of this committee, about $500 million worth of 
such commodities were sold for dollars by merely offering them for 
sale on a competitive basis through United States export traders. 
Many countries of the world have dollars and are anxious to buy 
American products at competitive prices. 

Under an erroneous decision, the President and Board of Directors 
of the Corporation have set up a policy of making the American sup- 
port price substantially the offering price in world markets. As a 
result, the Corporation is placed in the position of a “residual supplier.”’ 
This is borne out by the following statement contained in a news 
release of the Department dated February, 1954: 

The present season again finds the United States in the position of residual 
— of cotton to the world, that is, with demand for its exports limited until 
other exporters have largely sold out. 

While the price support law fixes the domestic price of Commodity 
Credit Corporation sales of basic commodities at the support level 
plus handling and storage charges, there is nothing in the law applying 
this same formula to sales abroad. With full authority to sell com- 
petitively in world trade, the Corporation and the Secretary, according 
to his testimony, have set our domestic price as our price in world 
markets, with relatively minor exceptions. In connection with wheat 
sold under the International Wheat Agreement, which is an exception, 
= sales are made on a fixed price level, causing CCC to miss many 
sales. 

The committee feels that a price support system is necessary to 
offset other United States costs and to enable the farmer to exist 
along with the other segments of our economy, most of which have 

rotection by law in one form or another. It does not believe that 
osses on commodities taken over by the Commodity Credit Corpora- 
tion, which have been greatly increased by-failure to sell, should be 
used to discredit such a valuable part of the broad farm program of 
this country. 

The Congress authorized sales in world trade at such price as it 
might take to move these commodities. Certainly the Congress 
never intended for the CCC to restrict United States production to the 
domestic market by keeping its commodities off world markets at 
competitive prices. Testimony before the Committee indicates that 
nearly every country of the world makes special concessions where 
necessary to keep its products moving in world trade channels. Un- 
doubtedly Congress intended that this country should compete in 
world markets. This is borne out by the fact that it provided specific 
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authority in the Commodity Credit Corporation Charter for the 
Secretary to sell its commodities in world trade at whatever price he 
finds necessary to sell such commodities. 


COMMODITY CREDIT CORPORATION OPERATING COSTS 


Any decreased investment which might result from flexible or re- 
duced support levels is being dissipated by failure to sell. Of the 
$588.5 million loss incurred on CCC commodities disposed of in the 
fiscal year 1954, about $224 million represents storage, warehousing 
and transportation costs and $102.9 million represents administrative, 
interest, and similar costs. Of this amount, $197 million covers 
storage and related costs on those commodities which have never been 
offered for sale in world markets at competitive prices, even though the 
Department has the authority to so offer them. These commodities 
include wheat, corn, cotton, rice, tobacco, cheese, milk, wool, cotton- 
seed meal, cotton linters, olive oil, seeds (hay and pasture), and 
soybeans, in which the United States has an investment of $3.7 billion. 

A large part of these storage costs would have been avoided had 
the Corporation used its authority to sell these stocks in world trade 
through normal channels. Losses on sales abroad could well have 
been less than storage costs resulting from the present policy of hold- 
ing such commodities off world markets at competitive prices. For 
example, on some of the cotton now held, as much as 8 cents per 
pound has been added to the Government’s investment by storage 
costs alone. 

Tn view of the large amounts of Federal commodities on hand, no 
further increases in storage rates should be authorized under any 
circumstances, Instead, the committee feels that storage costs 
should be brought down by at least 20 percent during the next fiscal 
year, by reducing stocks through sales. It also believes that the 
reduction of stocks of commodities and storage costs should continue 
at even a faster rate in the years ahead, until CCC holds only such 
supplies as are essential to security reserve for one year. 


NEED FOR POSITIVE SALES PROGRAM 


It would seem to the committee that the directors of any corpora- 
tion should realize that a business cannot operate successfully if it 
does not sell what it purchases. This is particularly true where hold- 
ing the stocks continues to add to the carrying charges due to accrued 
storage costs and constantly increasing administrative expense. And 
yet, that is what the Commodity Credit Corporation is doing. 

The committee finds that this $10 billion corporation, which how 
has over $7 billion invested, does not have a sales manager or a sales 
organization. Actually it does not even have a sales policy or pro- 
gram worthy of the name. 

It has long been recognized by the Congress that, in order to protect 
the public interest, government purchase contracts must go to the 
lowest bidder. In view of the soundness of that policy, the commit- 
tee wonders why the CCC does not save government money by 
selling to the highest bidder. Generally speaking the Corporation 
does not do that either at home or abroad. Almost 100 per cent of 
the commodity sales are offered at a fixed price. Usually, on this 
basis, CCC does not sell, thereby increasing storage costs and adding 
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to the United States investment and eventual losses. Last year, when 
the committee got the Corporation to offer stocks competitively, the 
commodities were sold for dollars totaling $500 million. 

Certainly, the operating heads of this $10 billion corporation must 
realize that, with over $7 billion invested, they cannot keep buying, 
and cannot keep adding to carrying charges because of higher storage 
rates, increasing commodity volume, and more administrative costs— 
and not sell for the best available price. 

Yet the officials of this corporation will not sell competitively in 
world trade. It cannot be because they do not have authority, for 
the Charter itself gives unlimited authority to sell on such a basis. 

The Charter of the Corporation provides for a president and board 
of directors. These officials are— 

Ezra Taft Benson, Director (Secretary of Agriculture). 

True D. Morse, President (Under Secretary of Agriculture). 

— McConnell, Director (Assistant Secretary of Agricul- 
ture). 

Ervin L. Peterson, Director (Assistant Secretary of Agriculture). 

Earl L. Butz, Director (Assistant Secretary of Agriculture). 

O. V. Wells, Director (Administrator of AMS). 

R. L. Farrington, Director (Solicitor of Agriculture). 

The President of the Corporation, in reporting to the committee on 
the commodity disposals for the last year, referred to how much the 
Corporation had “‘bartered”, how much it had “granted” and how 
much it had “given away.” He then discussed how much the “‘dis- 
appearance”’ was, and in an optimistic note commented on what the 
current year’s “dispositions” will be. On the basis of such testimony, 
the committee raised a question as to how long any private corporation 
could exist with such a policy of giving away assets, then merely 
charging off the losses. 

Those facts make the picture clearer. There is much to indicate 
that, with the Department of Agriculture, a branch of the Executive 
Department, political and other considerations predominate to the 
point of preventing action. Proper actions by the Corporation are 
made subservient to a host of other considerations, many of which, 
in the opinion of a majority of the committee, are unsound. These 
actions of the Secretary of Agriculture and others about him are hard 
to understand unless CCC costs and losses are for use to support their 
determined efforts to change the price support program. 

From the Department’s testimony, it appears that CCC policy is 
dependent upon obtaining agreement among the various segments 
of the trade as to time and terms of disposal. Yet within the trade 
there are many conflicting interests which cannot be reconciled so as to 
ae necessary actions protecting the interests of the Corporation. 

ith general agreement under such circumstances virtually impossible, 
except on a give-away basis, CCC offerings in world trade are made at 
such a high pegged price level that other countries are enabled to 
offer their commodities just under United States prices and get the 
markets. Thus the United States holds an umbrella over world 
prices and invites United States capital to move its production to 
foreign lands. 

The committee feels strongly that the officials of the Commodity 
Credit Corporation must accept their responsibility to properly handle 
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the affairs of the Corporation so as to protect the Government’s 
investment. The retention of any farm program will largely be 
determined by how well the business of the Corporation is handled. 

A sales manager should be provided immediately by the Board of 
Directors. He should be made directly responsible to it, with a 
directive to set up a sales organization and a positive sales program 
under which commodities will be sold for the best price the Govern- 
ment can get and still move them before “storage costs” become too 


large. 

if. to get this done, it is necessary to make the officers and employees 
of the Corporation independent of the Department of Agriculture, 
Congress should adopt legislation to mst ar this. 

Sale of CCC commodities is essential to American agriculture, for 
those stocks not offered for sale on a competitive bid basis have two 
undesirable results—the reduction of production goals and the lower- 
ing of price support levels. Already, cotton not offered in world 
trade on a competitive bid basis has been used to reduce United 
States acreage by about 7 million acres in two years. As pointed 
out earlier, due to such restrictions imposed this year alone, more than 
55,000 farm families are without homes and more than 130,000 farm 
families have had their gross annual income of $1,000 or less reduced 
to around $900. And it must be realized that this is not the result of 
price supports but is because CCC will not sell the commodities 
acquired. 


INCREASES IN FOREIGN PRODUCTION 


It is imperative that these policies be changed immediately, since 
foreign acreage is increased as United States acreage is reduced. 
Figures from the Department indicate that reductions in United 
States production have not cut world production, but have trans- 
ferred our acreage to foreign lands instead. 

Since 1949, foreign production of cotton has increased 49 percent 
while United States production has decreased 16 percent. Since 1952, 
production of cotton has increased about 43 percent in Europe, 6 
percent in Asia, and 11 percent in South America. Indications are 
that further increases are expected in these areas of the world next 
year. During this same period, cotton acreage in the United States 
has been reduced about 35 percent. 

With this loss of income to the economy of the United States, it is 
distressing to note that much of the increased production in other 
countries has been supported by American capital and “know how.” 
The assurance of a United States umbrella over world prices has en- 
abled these concerns to develop profitable operations in countries 
where labor.and other costs of production are much below ours. 


ECONOMIC LOSS TO NATION 


It is difficult to evaluate the effect of these matters on the Nation’s 
economy. Department of Agriculture estimates indicate that the 
direct loss to the farmers, resulting from acreage reductions in 1954, 
could run as high as $1.2 billion. There is considerable evidence 
to indicate that each dollar produced on the farm adds seven dollars 
to the income of the rest of the people of the country. On this basis, 
the loss to the Nation’s economy due to curtailed agricultural pro- 
duction this year could be as much as $84 billion. 
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Some evidence of the Department’s realization of the effect on 
our general economy of ho lding commodities off world markets 
with resulting acreage reductions is contained in a speech delivered 
Le Under Secretary Morse, who doubles as President of C. C. C., in 

orth Carolina last June. On page 6 of his speech he states: 

To the extent farm production is needlessly cut back and restricted in order to 
maintain abnormal prices—farmers tend to destroy or weaken the consumer 
demand and national prosperity on which their own prosperity depends. Under 
present laws, the huge pileup of surplus farm products may force cuts in acreage 
allotments for the next year of more than 30 million acres. It will reduce employ- 
ment all the way from laborers in the cotton and wheat fields on back into the 
towns and cities that make and sell farm machinery, fertilizer, chemicals, gas and 
oil, and all the other supplies and services that are uired to keep farms in full 
production. North Carolina industries will feel the effects of any extended slow- 
ing down or reduction in agricultural production. 

Further evidence of our National loss, due to current policies of not 
selling these farm commodities, is found in a recent statement released 
by CARE, which reads as follows: 

According to the national advisory committee for CARE, composed of such 
men as Henry A. Bullis, General Mills’ chairman of the Board; Roy C. Ingersoll, 
peawet of Borg-Warner; Ward Melville, Melville Shoe Corporation; H. J. 

einz, and others equally successful, such ane costs the United States $700,000 
a day for storage, deprives American railroads of transportation equal to 100 
transcontinental freight trains each day for a year, deprives American shipping of 
the equivalent of the dispatch of 10 oceangoing freighters every day for a year, 
not to mention the loss of labor and the effect on agriculture itself, being cut back 
now to absorb surplus commodities. 


Despite its realization of these conditions, the Department has 
failed to sell these commodities, even though it has authority to sell. 


INADEQUACY OF DEPARTMENT'S REMEDY 


Hope for a solution to the many problems of Agriculture is offered 
by the Department in the form of more research and education. The 
committee agrees that these are valuable programs, which offer help 
to the farmer on a long-range basis. It feels, however, that other 
more immediate solutions must be found if the farmer is to be carried 
through the present crisis of falling farm prices, rising farm costs, 
and reduced production. It is extremely doubtful that a research 
worker or an extension agent can help a farmer make a living on three 
to five acres of commercial crops under present conditions. 

The Department, offers further hope vo the farmer in the form of 
off-farm employment. The Department’s position on this is con- 
tained in a speech recently delivered by Under-Secretary Morse at 
Lexington, Kentucky, in which he stated: 

Perhaps one reason for this sound management of finances by farmers is the 
increasing extent to which farmers and their families are taking advantage of off- 
farm employment. 

While it may be that some off-farm income is necessary under 
present conditions to enable the farmer and his family to exist, the 
committee believes that the policies of the Department should be 
such as to make farming a satisfactory means of livelihood for those 
who have spent their life in that occupation. It cannot subscribe to 
policies which depress United States farm income and enco the 
expansion of foreign production at the expense of United States 
production. 
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In this connection, the committee’s report on the hearings held in 
pemocre on Commodity Credit Corporation operations is quoted, as 
ollows: 


In the opinion of a ority of the members of the committee, actions of the 
ent to reduce price supports, change parity formulas, and reduce acreage 
allotments will not cure the P lem of the increasing commodity holdings of the 
corporation. They believe that this difficulty is due to the failure of the corpora- 
tion to discharge its responsibility under its charter to sell its commodities ¢om- 
petitively in world markets. Testimony before the committee shows that none 
of the large stocks of cotton, cheese, corn, rice, seeds, naval stores, tobacco and 
wool have been or are being offered for sale on a competitive basis, despite basic 
authority in law to do so. 

The program for moving commodities under Public Law 480, for which much 
is claimed, actually is a means of giving commodities away in preference to 
attempting to sell them through normal trade channels. It involves prior 
clearance from a committee composed primarily of representatives of non- 
agricultural interests, (Commerce, State and other Departments) which is a serious 
hurdle in getting agricultural commodities exported. Also, under the law, the 
major portion of the local currencies received for commodities shipped abroad 
will be used for foreign aid purposes in the countries from which received. 

The majority of the committee feels that steps should be taken as early as 
practicable to begin the movement of these commodities into world markets on 
a competitive bid basis through American exporters. The committee also feels 
that an immediate announcement of such change in yr should be made to 
a further increase in foreign production to the detriment of American 
armers. 

Such an action will eventually make possible reductions in administrative costs 
of the corporation. It should also help to correct the present practice of making 
competitors out of former customers and should benefit foreign consumers who 
have a real need for products surplus to United States domestic needs. Further 
and most important, it will enable the American farmer to compete with foreign 
producers and make additional acreage available to relieve undue hardships exist- 
ing in many areas of the country under present orders. 


The committee fully recognizes that CCC stocks have been held so 
long and have built up to such quantities that we must move them 
back into world markets gradually. Statements by the Department 
to the effect that offering to sell on a competitive bid basis might drive 
world prices down drastically, could easily be met by providing in the 
Department’s initial announcement that bids below a certain level 


would not be accepted. By this means full control would be retained 
by the Corporation. 


NEED FOR ACTION PROGRAMS 
As was the case a year ago, the committee again had presented to 


it a budget een A curtailing certain of the action programs of the 
Department. Reductions proposed for 1956 include the following: 


Plant and animal disease and pest control__...........-...-.-.-- $435, 579 
Soil Conservation Service operations _-................---.------ 1, 872, 379 
POOR NONI sche hs ids awed JESS Ses hss nk dc cdasion 495, 292 
Inspection of fresh fruits, vegetables, poultry, and eggs........-.-- 320, 000 
COTE a ee, wacrepmioimiowiannm 15, 236, 197 

BW Gh hcknnseesakadecdn taba deen nucadibeauubeawas 18, 359, 447 


The committee has again restored the proposed reductions in these 
programs. It feels that sharp curtailments in the action programs, 
which were established to put the results of research and education to 
work on the farms of the country, would be a serious mistake in view 
of the difficulties facing agriculture at this time and the possibility 
of further reductions in farm income next year. Further, it is im- 


=a* 
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pressed with the fact that these programs relate directly to our three 
greatest assets—children, soil and water—and expansion rather than 
retraction can be readily justified. 

The proposal of the Department to eliminate funds for the purchase 
and distribution of commodities under Section 6 of the School Lunch 
Act is based on the assumption that a sufficient quantity of surplus 
foods will be available under Section 32 funds to meet the need. 
This same proposal was offered in support of a similar budget cut a 
year ago. Actual performance so far this year shows that the depart- 
ment reduced substantially its food purchases and, in many areas of 
the country, the amount of food distributed to schools from Section 
32 funds has decreased rather than increased as indicated. The 
committee can see nothing to indicate a substantial change in this 
situation during the coming year. Further, the type of commodities 
available through section 32 are generally not the same as those pur- 
chased under section 6. In order to meet nutritional requirements 
and provide a balanced diet, Section 6 funds are important, par- 
ticularly with respect to fresh fruits and vegetables. 

The committee deplores the Department’s failure in recent years 
to use Section 32 to support markets temporarily in distress. Not 
only has this resulted in substantial economic loss to the Nation, but 
it has also amounted to further curtailment of the school lunch 
program. The Secretary is urged to use this fund, as intended by 
Congress, to strengthen chaotic markets and to supplement com- 
modities available to the school lunch program from this source. 

The committee is recommending sufficient funds for the Soil Con- 
servation Service to restore the proposed reduction and to provide a 
modest increase for technical service to the 58 new soil conservation 
districts to be established next year. The committee cannot ignore 
the past loss of 40 percent of our crop land and the present damage 
that is occurring every day. Neither can it overlook the difficult prob- 
lems facing many areas of the Country due to prolonged drought and 
resulting dust storms. It is noted that the Budget Bureau, which 
reduced the regular funds for this purpose, approved $15,000,000 last 
year for emergency conservation measures in drought areas. The 
committee believes it more sound to prevent or to attempt to prevent 
such situations from arising, than to meet them after the damage has 
been done. 

In the opinion of the committee, work on the eleven approved 
watersheds under Flood Prevention is falling far behind a satisfactory 
and economica! rate of progress. Further, it is apparent that expan- 
sion of this type of conservation effort to other areas of the country 
through the Watershed Protection appropriation is not proceeding 
rapidly enough to meet the real need and demand for such work. 
Testimony indicates that, at the present rate of progress, it will take 
many years to complete the projects authorized in 1936. And it 
is impossible to estimate how long it will take to meet even a small 
portion of the need in other areas of the country for similar water- 
shed projects, on the basis of present appropriations. Accord- 
ingly, the bill provides sufficient funds to restore the reduction in 
Flood Prevention funds and to increase by a nominal amount the 


work on this and the Watershed Protection program. 

Proposed reductions in the insect and animal disease control 
programs and the inspection and grading of fresh fruits, vegetables, 
poultry and eggs have also been restored. The committee is convinced 
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that the benefits to the Nation from free and unhampered movement 
of products in interstate commerce are such as to warrant continued 
participation by the Federal Government in the insect and animal 
disease control programs. It believes that firm plans must be worked 
out to assure adequate financing and uniform quarantine regula- 
tions among the States, before the Federal Government can with- 
draw further from this activity. With respect to the inspection 
programs, the committee members have agreed that no budget 
reductions are advisable until a complete review of the policy relative 
to all inspection activities has been considered by the Department of 
Agriculture and the Congress. 


AGRICULTURAL RESEARCH SERVICE 


III NIN) 5 0s ca dc chien ches seein ab dpeeias arginine ome seem $89, 690, 287 
NI MEI ii ns cate ash, de mn Sie gk ret ak ech toe nig eek aisle ds O eomebenelae.s cate 95, 916, 708 
IIE. WINE inca diel nebis on Nests bins bip inbuins Wik is cidnte ineaweceaid Gis 95, 728, 708 
Comparison: 
Pe MERI oo icici db inic re inc gtimenuaweaawaaine +6, 038, 421 
Se a — 188, 000 


The Agricultural Research Service conducts all of the production 
and utilization research of the Department (except forestry research), 
and the inspection, disease and pest control, and eradication work 
associated with this research. The Administrator of this Service is 
responsible for the coordination of all research in the Department. 

Research—The committee recommends a total of $37,000,000 for 
1956, an increase of $1,178,000 over appropriations for 1955 and a 
reduction from the budget of $684,000. The increase recommended 
will provide additional funds for nearly every phase of research activ- 
ity conducted under this appropriation, and is in addition to the 
nearly $2,900,000 increase provided for these same purposes last year. 

As pointed out earlier in this report, one of the principal solutions 
offered by the Department for the many problems presently facing the 
farmer is additional research. The committee recognizes the value of 
research to agricultural progress in the United States and has approved 
the large increase set forth above. The reduction in the budget has 
been made in view of evidence that some of the funds under this 
heading are being used on research of doubtful value. Reports from 
committee investigators and testimony developed during the hearings 
indicate that research funds provided last year have Coa used for 
such projects as ‘Flora of Dominica,’ and “Orchids of Guatemala.’’ 
Evidence also indicates that funds are being used to finance research 
projects adopted primarily for the benefit of the personnel engaged in 
such research. The committee doubts that Congress is aware that 
funds are being spent on such projects as “rural sociology,” “family 
utilization of clothing in Minnesota,” and “the difference in clothing 
worn by city and farm families in Kansas.’’ Accordingly, it does not 
feel justified in recommending to Congress the full budget estimate 
provided in the 1956 budget. 

Of the funds provided, the sum of $200,000 has been earmarked 
for special research on the effect of acreage reductions on the local 
and national economy. It is hoped that such a study will enable 
the Department and the Congress to determine policies and solutions 
for (1) the economic problems created by falling farm income and 
production on individual farms, and (2) the proper use of diverted 
acres resulting from acreage reductions. 
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The committee believes that the large increase for 1956 will provide 
sufficient funds to enable the Department to give more attention to 
the problems of the bee-keeping industry. e importance of bees 
to proper pollination of crops is well recognized, and it would seem 
that work on this subject would be an important phase of any research 
intended to improve crop production. 

The committee also feels that a portion of the increases allowed 
should be used to expand research on the farm as a productive eco- 
nomic unit. Research of this type is essential to future programs 
designed to make farming a profitable occupation. 

Several individual projects of a major nature such as a new research 
laboratory at Winterhaven, Florida and a national seed storage facil- 
ity, have been proposed by interested members for inclusion in the 
appropriation bill for 1956. Neither of these proposals were included 
in the budget by the Department or the Bureau of the Budget. The 
committee recognizes the fine research work that has been done in 
Florida, and realizes the need for more adequate research facilities 
in many areas of the country. It feels that insufficient attention has 
been given to a nation-wide building program and urges the Depart- 
ment to make a special study of this matter in the coming year, 
taking into account priority of need throughout the country and the 
extent to which local financial support is available. The committee 
does not feel justified in initiating individual projects of a major 
nature in the absences of such an overall study. 

The recent action deemphasizing home economics research should 
also be given further consideration by the Department. Testimony 
from persons engaged in home demonstration work with farm families 
indicates that some part of the funds provided this bureau should be 
used on such projects as “household food consumption” and “family 
budgets and expenditures”, within funds provided in the appropria- 
tion for 1956. According to information presented to the committee, 
six of the bulletins most frequently used by home-makers of the 
country are on these subjects. The units of the Department engaged 
in such research appear to be the chief source of bulletins and other 
material of this type. 

Plant and Animal disease and pest control.—A total of $17,750,000 is 
recommended for 1956. This is an increase of $496,000 above the 
budget estimates, and a decrease of $439,579 below current funds— 
including a supplemental of $500,000 to meet a grasshopper emer- 
gency in the West. The committee has restored funds for these con- 
trol programs in order to give the Department sufficient latitude to 
work out arrangements with the States as to adequate financial sup- 
port and uniform quarantine regulations for those programs where 
further Federal withdrawal appears warranted. The committee recog- 
nizes that some Federal participation in these programs will always be 
necessary to assure free and unhampered interstate shipment of agri- 
cultural products. 

Language has been included in the bill to permit furnishing of uni- 
forms, as authorized in the “fringe-benefits”’ bill adopted last year, to 
plant quarantine inspectors who are required to wear uniforms as a 
means of identification. 

The funds approved for next year should be sufficient to provide 
full supervision and inspection for products used in hog cholera con- 
trol. This disease is still a serious problem in many areas of the coun- 
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try and adequate inspection of these products is essential to the pro- 
tection of this important segment of agriculture. 

Meat inspection.—The committee recommends the full budget 
estimate of $14,325,000 for this program for 1956. This will permit 
continuation of the program at the same level as authorized for 1955. 

Payments to States, Hawaii, Alaska, and Puerto Rico.—The full 
budget estimate of $24,753,708 is recommended for grants to the 
state experiment stations for 1956. This is an increase of $5,300,000 
over the appropriations authorized for 1955. An increase of nearly 
$6,000,000 was provided last year for this purpose. 

Since research is offered by the Department as one of the principal 
cures for present problems of agriculture, the full increase for the 
research activities of the state experiment stations has been allowed. 
While it has some doubts as to whether or not this is the real answer 
to the problems facing the farmers of the Nation, the committee 
feels that the Secretary should have every opportunity to find the 
answer to farm problems through this means. 

The committee has demonstrated at every opportunity in the past 
that it believes strongly in this work. Increases from $7 million in 
1947 to over $19 million in 1955 attest to this fact. At the same time, 
members of the committee feel that some of the work being carried out 
under this program is of doubtful value. They believe that a more 
careful screening of the various research projects is needed if addi- 
tional increases are to be requested each year. The committee doubts 
that members of Congress are aware that they have been supporting 
large increases in this appropriation each year for such research 
projects as “rural population dynamics,” ‘methodology,’ and 
“patterns of child rearing in southern families and their relation to 
the personality development of children.”’ 

The committee realizes that the Department cannot initiate research 
projects under this appropriation, and recognizes the difficulties in- 
volved in attempting to restrict or eliminate lines of work which the 
state experiment stations wish to undertake. Nevertheless, the 
Secretary is urged to institute a stronger and more thorough review 
of research programs under this heading in order to curtail duplication 
of effort and Seaieaka less essential work. The committee also feels 
that this program should be administered in such a manner as to 
assure that Federal funds are fully matched by the States. 

Foot-and-mouth and other contagious diseases of animals and poultry.— 
The full budget estimate of $1,900,000 is recommended for the foot- 
and-mouth disease research program at Plum Island. This will permit 
continuation of the program at the current level. When the main 
laboratory facilities now under construction are completed, a larger 
research program will probably be required. 


EXTENSION SERVICE 


SI: BOs pean dct tec kines cncdbbobemsnsann $43, 537, 500 
pI ES SRS Tt Sere eae oa a Rip is aon RE Oe 49, 337, 500 
TRI, DOR isd ceri cccrddddadsbndcdandnekeuteanaeds 48, 895, 000 
Comparison: 
CII ion cali na as ws inset ni msenanln'er sh sintain rete wgrinewianeres +5, 357, 500 
See ON sg oo aeons Scotus eo dwbodicessceantecs — 442, 500 
The function of the Extension Service is to take research results and 
other cultural information to rural people in a manner that 


effectively meets the farm and family needs. The Cooperative 
Extension Servic. is financed from Federal, State, county and local 
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sources. The funds are used within the States for the employment 
of county agents, home demonstration agents, 4-H club agents, 
State specialists, and others who conduct among rural people the 
educational programs of the Department. 

Payments to States, Hawaii, Alaska and Puerto Rico.—The budget 
request of $45,475,000 is recommended for 1956 for payments to State 
Land-grant Colleges for extension activities. This is an increase of 
$5,800,000 over funds available for the current fiscal year. The 
amount approved provides an increase of $5,493,000 for additional 
state and county extension workers, and an increase of $395,000 for 
additional educational work in the marketing field. These are off-set 
by a reduction of $88,000, due to shifting the farm forestry extension 
work to the regular funds of the Extension Service. 

Here again the committee has gone along with the full budget 
request, in view of the Department’s hope that this program will 
enable the farmer to meet his problems and remain on the farm. The 
value of this work has long been recognized by the Congress and every 
opportunity has been taken by the committee to strengthen it. This 
is indicated by the fact that the appropriations for this purpose have 
increased over 45 percent since 1947. While the committee cannot 
fully accept the Department’s position that research and extension 
offer the only answers to the present ills of agriculture, it has recom- 
mended the full increase in order to enable the Secretary to carry out 
the program on the basis proposed by him. 

Reports from committee investigators and testimony before the 
committee raise several basic questions regarding the use of additional 
funds of $7.5 million appropriated for this program a year ago. A 
survey made in Texas last year revealed that, while state extension 
officials had no firm plans for the use of the increases approved for 
1955, they thought they might be able to make use of the money to 
“expand the educational program so that people would be informed 
through the Extension Service regarding international affairs.” 

The report also raised a question concerning the ultimate goal of 
the Extension Service. It developed evidence that, while the pro- 
gram’s traditional role has been one of education, it now is being ex- 
tended into the activities of the various action agencies, such as the 
Soil Conservation Service and the Farmers Home Administration. 
It also reported that five additional county agents have been added to 
certain experimental counties in the South on the basis of one agent 
for each 50 farm fainilies. It pointed out that the expansion of such 
a plan to the 5 million farm units throughout the country would ulti- 
mately result in the employment of 100,000 extension agents and 
50,000 home demonstration agents. While the Department's wit- 
nesses disclaimed any such objectives, the committee feels that this 
experimental program should be watched very closely. Large in- 
creases are being proposed for this activity each year with no evidence 
of a clear-cut plan for leveling off at a point which can be supported 
by Federal funds. 

Testimony presented to the committee indicates a need for an inten- 
sified educational program among agriculture producers on grain sani- 
tation problems. In the opinion of the committee, the large increase 
recommended for the coming fiscal year should make it possible to 
develop and carry out a program to meet this need. 
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Federal Extension Service—The committee recommends $3,420,000 
for 1955, a decrease of $442,500 below the budget estimate and the 1955 
appropriation. On the basis of amounts expended in fiscal year 1954 
and obligated to date this year for penalty mail, it is believed that the 
reduction can be absorbed without any difficulty. 


FARMER COOPERATIVE SERVICE : 
pe NCTC ORN EM rhea nbE Neb eeaiperiabesas ace « $408, 000 


Appropriation, 1955 
I BEER a otek dude tasiuucdhvbsnddeduhaecavanadecases 408, 000 
NING, SOO Sek ioe oo ica pneiuseshabieadoclawmeas 408, 000 


The Farmer Cooperative Service was established by the Farm 
Credit Act of 1953, which transferred the research and technical 
assistance work for farmers marketing, purchasing, and service co- 
operatives from the Farm Credit Administration to the Secretary of 
Agriculture. The Service conducts research and carries on related 
service and educational activities on problems of organization, 
financing, management, merchandising, product quality improvement, 
costs, efficiency, and membership. It works closely with cooperatives 
throughout the country to help the 3,000,000 farmers who are mem- 
bers of such organizations improve the operations of their businesses. 
It also advises other Federal agencies on problems relating to agri- 
cultural cooperatives. 

The committee recommends the full budget of $408,000 for 1956, to 
permit the continuation of this program at the present level. 


SOIL CONSERVATION SERVICE 


i Se ORE OTE AC eae a $74, 453, 871 
I re inane 75, 396, 200 
I i a he eae 80, 612, 579 
Comparison: 
ene GUNN on ae ee +6, 158, 708 
IN sikh dened btinethGaiteditaemmmenon +5, 216, 379 


The Soil Conservation Service assists soil conservation districts 
and other cooperaters in providing technical aid to farmers and ranch- 
ers in bringing about chvaieal adjustments and land use that will 
conserve soil and water resources, provide economic production on a 
sustained basis, and reduce damages from floods and sedimentation. 
The Service also develops and carries out special drainage, irrigation, 
flood prevention, and watershed protection programs in cooperation 
with soil conservation districts, watershed groups, and other Federal 
and State agencies having related responsibilities. 

Conservation operations.—The committee recommends an appro- 
priation of $58,612,579 for 1956, an increase of $1,044,000 above the 
1955 appropriation and an increase of $2,916,379 above the budget 
estimate. The committee does not agree with the proposed reductions 
contained in the 1956 budget and has restored the full amount cut. 
In addition, it has added $1,044,000 to finance technical service to the 
58 new soil conservations districts expected to be established during 
the coming fiscal year. The committee members believe that the 
err record of this fine organization and the serious drought and dust- 

wl problems facing the country fully support this action. 

The committee is disturbed by evidence of efforts to gradually 
eliminate this program. Apparently a task force of the Commission 
on Intergovernmental Relations intends to recommend that this 
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organization be abolished and its work be turned over to the state 
extension service or something similar. While the Department has 
not yet received such recommendations officially, it understood that 
the etary is represented on the Commission and is aware of these 
developments. Certain factors tend to indicate some sympathy with- 
in the Department and the Bureau of the Budget for the reported 
position of the Commission. The budget cuts proposed each year in 
this program provide some basis for this conclusion. They also 
indicate a complete lack of appreciation by the Executive Branch of 
the generally recognized need for increased attention to conserva- 
tion throughout the country. It is requested that the committee 
be notified by the Department as soon as official recommendations 
are received from the Commission, so that appropriate Congressional 
action can be considered. 

The committee is firmly opposed to the subordination of the Soil 
Conservation Service to any other agency. 

Watershed protection and flood prevention —Amounts recommended 
for 1956 for these two programs are $12,000,000 for watershed protec- 
tion and $10,000,000 for flood prevention. The amount proposed 
for watershed protection is $1,000,000 over the budget estimate and 
$4,790,000 above the 1955 appropriation. The recommendation for 
flood prevention provides an increase of $804,708 above 1955 and 
$1,300,000 above the budget estimate. 

As discussed earlier in this report, the committee is firmly con- 
vinced that some increase in these programs is fully justified. All 
testimony received indicates the urgent need to speed up these pro- 
grams to meet the public demand throughout the country for up- 
stream watershed work. In view of the failure of the y Pelt 
Branch to recognize this need, Congress must take the initiative and 
provide adequate funds to assure a reasonable rate of progress in 
this work. 

Construction on the eleven watersheds authorized in 1936 is only 
20 to 25 percent complete after nearly 20 years. At the present rate 
of progress, they will require an additional 50 years or more to com- 
plete. Further, the number of watersheds on which work is under 
way under existing watershed protection programs is only a small 
fraction of the watersheds throughout the nation which need such 
attention and for which local support has been or will be pledged 
on a full matching basis. The delay appears to be due entirely to 
the lack of adequate Federal funds, since local contributions in the 
form of money and land easements have been more than adequate 
to match ali Federal expenditures to date. 

Funds contained in the flood prevention appropriation for the 
Yazoo and Little Tallahatchie Watersheds shall be used for the portions 
of work covered in the flood survey reports and defined as ‘additional 
measures to accelerate flood prevention” to the full extent necessary 
to keep the overall flood prevention program in balance. 
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AGRICULTURE CONSERVATION PROGRAM SERVICE 
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The purposes of this program include restoring and improving soil 
fertility, reducing erosion caused by wind and water, and bin i 
water on the land. To effectuate these purposes, the agricultura 
conservation ee offers cost sharing assistance to individual 
farmers and ranchers in all of the 48 states, Alaska, Hawaii, Puerto 
Rico, and the Virgin Islands for carrying out approved soil building 
and soil and water conserving practices on their farms. Allocations 
are made to the states based upon conservation needs. 

An appropriation of $214,500,000 is recommended for 1956, a 
reduction of $35,500,000 below the budget estimates. The amount 
recommended will provide adequate funds to meet all commitments 
made to participants in the program under the 1955 program author- 
ized last year. The reduction is made possible by a carryover of 
unused funds from the 1953 program. ‘The action of the committee 
will not result in a failure to meet obligations incurred under prior 
year authorizations, and it should not be considered as a basis for 
reductions in the size of this program in the future. 

The advance authorization for the 1956 program is recommended at 
this year’s level of $250,000,000. This amount, which is $75,000,000 
higher than that requested in the budget, is recommended by the 
committee to assure adequate protection of the nation’s greatest 
natural resource, the soil, in the face of constantly falling farm income. 
The committee is certain that the difficulties facing the farmers of the 
country, such as falling farm prices and rising farm costs, will have a 
definite tendency to reduce conservation effort during the coming year, 
unless the Federal Government continues to provide strong leadership 
and adequate financial encouragement to induce farmers to continue 
their part of the program. The committee feels strongly that reduced 
attention to the nation’s conservation efforts during this period of 
severe drought and dust storms would be a serious mistake and an 
irreparable blow to future generations of Americans. 

The committee has not agreed to the budget language restricting 
the use of funds for small payment increases authorized by the basic 
law. The objective of this program is to get conservation work 
done on the land, and some special consideration must be given to the 
small farmer to enable him to participate on a satisfactory basis. It is 
frequently this type of land which needs conservation attention the 
most. The committee feels that handling the small payment in- 
crease along with regular payments would result in the administrative 
improvements desired by the Department. 


AGRICULTURAL MARKETING SERVICE 


NE | SEARLE STRESS A TENOR ERY A EO Ne ER $106, 376, 352 
i a menatiaiad 91, 396, 000 
RESUME: ROO bs eb hoe Swa chee onde bla wis cuiming 107, 027, 197 
Comparison: 
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The Agricultural Marketing Service is organized to aid in advanc- 
ing the orderly and efficient marketing and the effective distribution 
of products from the Nation’s farms. The marketing and distribu- 
tion functions of the Department, which are centered in this Service, 
include research and development of agricultural marketing and dis- 
tribution; analyses relating to farm prices, income and population, 
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and demand for farm products; crop and livestock estimates and 
related statistical and economic research; market news service; 
standardization, inspection, grading and classing of farm products; 
freight rate assistance; marketing and regulatory acts (including 
marketing agreements and orders); cooperative programs in market- 
ing; the national school lunch program; surplus removal programs 
under section 32 of the Agricultural Adjustment Act; food trade 
activities; and other assigned responsibilities related to agricultural 
marketing and distribution. 

Marketing Research and Service —A total of $22,791,000 is recom- 
mended for 1956, an increase of $992,500 over 1955 and $395,000 
over the budget estimate. This amount includes $10,981,000 for 
marketing research and agricultural estimates and $11,810,000 for 
marketing services. 

The committee has approved the full budget estimate for research 
and agricultural estimates, which provides an additional $758,000 over 
funds available in fiscal year 1955. The full increase requested has 
been approved because of the Secretary’s belief that increased research 
holds the principle hope for meeting present-day farm problems, and 
because of the committee’s desire to allow the Secretary sufficient 
funds to determine the accuracy of his position. 

The committee has ear-marked $1,000,000 of the funds provided 
under this heading to be used for a special study of the price spread 
between the farmer and the consumer. According to figures received 
from the Department, the farmers’ share of the consumers food dollar 
has been decreasing constantlyv—from 54 percent in 1945 to 43 per- 
cent at the present time. The committee believes that research 
efforts to off-set the loss of farm income through improved practices 
on the farm can only partially meet the problem. Therefore, it feels 
that more attention should be given to research on that portion of 
the consumers food dollar that goes to the transportation, processin 
and distribution system. It requests that this study be initiated 
immediately to develope information on a few of the major food 
crops in several different areas of the country for the period 1945 
to date. The committee also feels that a portion of these funds 
should be used for the dissemination of this type of information to 
the comsuming public to develope a better understanding of the 
extent to which such factors as freight rate increases, antiquated 
terminal markets and special processing and packaging of foods adds 
to the retail prices paid by the consumer. 

In the opinion of the committee, there is strong justification and 
demand for reinstatement of the July crop reports for popcorn and 
honey products. Testimony received from officials of the Depart- 
ment indicates that these reports were dropped due to lack of funds. 
It is recommended, therefore, that a portion of the increase provided 
under this head be used to reinstate this service. 

The amount recommended for marketing services provides for the 
restoration of funds deleted by the budget for inspection and grading 
of fresh fruits, vegetables, poultry, and eggs. The committee feels 
that this work should be continued on the present basis until the 
Department and the Congress have taken further action on inspection 
services for all commodities. 

The funds include an increase of $200,000 for market news services. 
The committee has allowed the full budget increase of $125,000 to 
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initiate this work in 7 new locations. Also, it has allowed an addi- 
tional $75,000 to permit establishment of offices in some of the other 
locations where market news services are needed as indicated by the 
testimony presented during the hearings. It is understood that the 
necessary local matching funds have been pledged in all cases. 

A problem with respect to the administration of the Packers and 
Stockyards Act was brought to the committee’s attention during the 
hearings. Testimony developed the fact that, due to restrictions 
established several years ago, the inspection and posting of stockyards 
in Texas is not handled on the same basis as in Southern Oklahoma. 
The additional expense to cattle markets regulated under the Act puts 
them at a distinct disadvantage with competitors in contiguous areas. 
The committee feels that such an arrangement is inequitable and 
represents a threat to this program. It believes that this matter 
should be given immediate attention by the Department so that firm 
recommendations can be submitted to the appropriate committees 
of Congress to remedy this situation. 

Payments to States, Territories, and Possessions.—The full budget 
estimate of $1,000,000 is recommended for 1956, an increase of 
$100,000 over funds available for 1955. The increase covers addi- 
tional funds to the States for assistance in applying research results 
and improved marketing practices to the marketing of farm products. 

School-lunch program.—The committee recommends restoration of 
the budget cut in order to permit this program to be continued at 
this year’s level of $83,236,197. 

The committee received a great deal of testimony on this subject. 
Much of it indicated the need for additional amounts above those 
approved to meet the increasing number of school children partici- 
pating in the program and the constantly rising food costs. Many 
Members of Con ress, Many representatives of organizations working 
with school children, and many representatives of school cafeterias 
throughout the country appeared before the committee strongly 
supporting full restoration of the budget reduction. All farm organ- 
izations and similar groups appearing before the committee also 
recommended against the proposed reduction. 

As was the case last year, the reduction was based on the assumption 
that the loss of Section 6 purchases would be fully offset by the 
availability of commodities from Section 32 funds. This position 
appears to be based entirely on speculation, since the latest figures 
available indicate that the distribution of commodities to schools 
during the present school year will fall as much as 28 percent below 
the previous year. The committee believes that this program is too 
important to the welfare of the Nation to make reductions-on the 
basis of assumptions which have not been sound in the past. — 

Also, it is generally recognized that Section 6 purchases are necessary 
to provide the balanced type of meals required by this program. A 
great many of the commodities available from Section 32 funds are 
not identical in kind or in nutritional characteristics with those 
available from purchases under Section 6. This is particularly true 
in connection with fresh fruits and vegetables. 

Congress created the Section 32 fund to provide some measure of 
price support for commodities not under regular support programs, 
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particularly perishables. As provided by the basic legislation, the 
program was established to— 

(1) encourage the exportation of agricultural commodities and products 
thereof by the payment of benefits in connection with the exportation thereof, or 
of indemnities for losses incurred in connection with such exportation, or by 
payments to producers in connection with the production of that part of any 
agricultural commodity required for domestic consumption; (2) encourage the 
domestic consumption of such commodities or products by diverting them, by the 
payment of benefits or indemnities or by other means, from the normal channels 
of trade and commerce or by increasing their utilitzation through benefits, 
indemnities, donations or by other means, among persons in low income groups 
as determined by the Secretary of Agriculture; and (3) reestablish farmers’ 
purchasing power by making payments in connection with the normal production 
of any agricultural commodity for domestic consumption. 

Congress has given this program full support rp the years. 
It has repeatedly taken action to make certain that the funds for this 
purpose are not diverted to other programs. It has frequently 
reaffirmed the basis for the fund—to stabilize chaotic markets by 
removing, or announcing an intention to remove, a portion of the 
temporary surplus from the markets. 

It is disturbing to the committee to see the Department’s failure 
to use this program as intended by Congress, despite the fact that 
adequate funds have been available to meet all needs. In the opinion 
of the committee, the Department’s decision not to meet such situa- 
tions as the disastrous collapse of egg prices last fall, through the 
removal of small quantities of the product from those markets 
temporarily in distress, was a serious mistake and a severe economic 
blow to the poultry producers of the country. : gees 

The committee urges the Secretary to change his policies in this 
regard. Proper use of this fund will benefit the entire economy of 
the country as well as the agricultural producer. Further, it will 
make more food available to the school lunch program through Section 
32 purchases, as has been proposed in the last two budgets presented 
to this committee. 


FOREIGN AGRICULTURAL SERVICE 


AmpusGelien: 1066 eh cii eke henintediniddvdedindidewaniis $2, 515, 000 
Onan 3, 365, 000 
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The Foreign Agricultural Service administers the foreign agricul- 
tural programs of the Department and develops plans and policies 
related to the administration of the foreign affairs and interests of 
U. S. agriculture. It disseminates to American agriculture the basic 
information essential to the ressive foreign marketing of U. S. 

icultural products and to making necessary adjustments to meet 
changing situations abroad. The Service conducts a broad program 
designed to develop foreign outlets for the agricultural products and 
analyzes competition and demand factors relating to foreign marketing. 
It also directs and coordinates the continuous economic analysis and 
interpretation of world conditions and developments that significantly 
affect the retention and expansion of foreign markets for American 
products. The Service directs and coordinates a world-wide agri- 
cultural attache service, with particular emphasis on the evelopment 
of markets for American products, and on trade reporting from foreign 
areas designed to aid American farmers and exporters. 


Cp wee ee oe eet et se Ole 


je HOO SND ewpra os ee 








nels 
fits, 


‘tion 


this 
ntly 


the 


‘lure 
that 
nion 
itua- 

the 
‘kets 
ymic 


this 
y of 
will 
ction 
nted 





AGRICULTURE AND FCA APPROPRIATION BILL, 1956 21 


In allowing the full budget request for 1956, the committee has 
taken into consideration the urgent need to solve one of the most 
acute problems now facing the American farmer. This is the need 
to reduce the large stocks of commodities in the hands of the Commod- 
ity Credit Corporation by sales in world trade. The committee 
believes that the expansion of this Service, and the increased activities 
in foreign markets by private United States agricultural representa- 
tives which should result, will help the United States to move back 
into world markets on a basis which will encourage foreign purchases 
of United States agricultural commodities. 

The Choninivees hae earmarked $500,000 of the funds approved for 
1956, for use in gathering and keeping current information on foreign 
agricultural production from 1946 to date, and for conducting a study 
0 Byron programs and policies in other countries throughout the 
world designed to move agricultural commodities into world trade on 
a competitive basis. The committee believes that such a study is 
essential to the development of a program to meet the competitive 
situation facing American agriculture abroad. It becomes increas- 
ingly apparent that Congress must be fully informed as to the world 

icture in order to determine our farm policies at home. Testimony 
Pefore the committee disclosed that such information is inadequate. 
The committee requests that periodic reports on the findings from 
this study be furnished to the appropriate committees of Congress. 


COMMODITY EXCHANGE AUTHORITY 
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Comparison: 1955 appropriation 


The objectives of this program are to prevent commodity price 
manipulation and corners; prevent dissemination of false and mis- 
leading crop and market information affecting commodity prices; 
protect hedgers and other users of the commodity futures markets 
against cheating, fraud, and manipulative practices; insure the bene- 
fits of members privileges on contract markets to cooperative asso- 
ciations of producers; insure trust fund treatment of margin moneys 
and equities of hedgers and other traders and prevent the misuse of 
such funds by brokers; and provide information to the public regard- 
ing trading operations and contract markets. 

he additional $5,000 recommended for the fiscal year 1956 is pro- 
vided to place on a full year basis the regulation of futures trading in 
wool initiated last fall under provisions of Public Law 690 adopted in 
the last Congress. 

Representations have been made to the committee that much im- 
provement could be made in the handling of futures markets, if the 
number of points for delivery of commodities under futures contracts 
were increased and located more conveniently. Testimony before 
the committee also indicates a need for more and better consumer 
education with reference to official grades and standards of various 
agricultural commodities. The record further indicates a need to 
increase the penalties for violations of the Commodity Exchange Act. 
The committee recommends that the Department give these matters 
further attention during the coming year, so that appropriate action 
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can be taken by Congress, where necessary, to improve or correct 
these conditions. 


COMMODITY STABILIZATION SERVICE 


INTE SON oon ce mie cine whaninue aie wesc be Ramu $100, 850, 000 
PURDOR FONG | ee ee ee See eee maces see 100, 600, 000 
eNO ARNG TOO8 53 ee is kee oe eee ee 98, 600, 000 
Comparison: 
Pee SORNIRMONE .. <.  dknnakig tneethnanb anne denaecan< — 2, 250, 000 
Cee CN ee lo cn cee eae wo koa en eae — 2, 000, 000 


The Commodity Stabilization Service has responsibility for the 
operation of the Commodity Credit Corporation, the agricultural 
adjustment programs, the Sugar Act, the International Wheat Agree- 
ment, the ASC State and county offices, and various related activities, 

Considerable attention was given during the hearings to the opera- 
tions of this large and complicated organization. The respective 
roles of the Washington office, the State offices and the county com- 
mittees were discussed at length. Findings and observations devel- 
oped by committee investigators were considered, including numerous 
examples of administrative deficiencies, excessive operating costs, 
lack of personnel training and supervision, and inadequate sales 
policies. Also, attention was directed to various instances cited of 
inadequate inspection procedures, heavy losses due to careless han- 
dling and storage of commodities, and questionable practices followed 
in the procurement of equipment and related items. Evidence was 
developed indicating that the same operating negligence and adminis- 
trative irresponsibility resulting in the wide-spread grain scandals 
revealed by investigations of this committee a few years ago are still 
in existence. Information was also presented indicating that grain 
bins have been recently purchased from some of the same concerns 
which delivered poor quality structures under similar contracts on 
previous occasions. 

It is difficult to understand how a program which has been in oper- 
ation for nearly 20 years can still be in such a chaotic condition. And 
it is hard to understand how many of the same conditions discovered 
a few years ago have been allowed to continue, with no apparent effort 
to correct or eliminate them. In the opinion of the committee there 
can be no excuse for the existence of the same lack of administrative 
judgment and questionable practices which so seriously damaged the 
programs under the jurisdiction of-this agency a few years back. 

The committee urges the Secretary to look into these matters im- 
mediately and to take strong and forceful action to correct the unsatis- 
factory conditions discovered. It is important that steps be taken to 
protect the reputation and standing of this arm of the Department 
and to prevent further damage to the farm programs of the Nation. 

Some of the difficulties here appear to result from the divided respon- 
sibility between the Washington office, the State offices and the 
county offices. The line of authority running from Washington to the 
field appears to be weak andthe supervision of field establishments 
appears to be almost nonexistent. Also, many of the difficulties seem 
—— from poor management and personnel practices in the county 
offices. 
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It is the belief of the committee that considerable improvement in 
the operations of this far-flung and important agency would result 
from a change in personnel policies in the county offices. It is recom- 
mended that the regular full-time employees of these offices be re- 
quired to meet Civil Service qualifications for comparable work and 
be paid on a basis comparable to regular Federal salaries. Such a 
change should enable the Department to hold personnel in the county 
offices fully responsible for the performance of their duties. Also, it 
should help to reduce present turnover and should help in the recruiting 
of qualified personnel. In addition to correcting many of the ad- 
ministrative deficiencies noted in the investigator’s report, such a plan 
should increase employee efficiency and morale and should result in 
greater economy in the use of Federal funds. In the Committee’s 
opinion, the added salary costs could be fully covered from savings 
resulting from such a change. 

Agricultural adjustment programs.—The budget estimate of $39,- 
000,000 is recommended for 1956, a reduction of $2,250,000 below the 
1955 level of operation. This reduction is possible due to decreased 
workload in connection with the establishment of wheat allotments 
in certain areas and due to a decrease in a number of wheat counties 
to be covered next year. 

Sugar Act program.—The committee recommends $59,600,000 for 
1956, a reduction of $2,000,000 below the budget estimate. Since 
the funds for this program are based entirely on projected estimates 
of sugar production, it is felt that the appropriation should be held 
at the 1955 level until firmer production figures are available. 

These funds, which are expended under the Sugar Act of 1948, are 
used to establish consumption requirements, administer quotas and 
make payments to domestic producers of cane and beet sugar who 
meet specified conditions. From the inception of the program in 
1938 through the fiscal year 1954, collections of excise and import 
taxes have totalled $1,216,248,861, while expenditures have amounted 
to $926,610,760. 


FEDERAL CROP INSURANCE CORPORATION 


PR RUN c ken ca secemsGaue caked sotdewswndcucccccs $6, 000, 000 
Ss ON ee i i ee a 6, 000, 000 
NOE OE SEES AD | A TERE A EET EE AO Re 6, 000, 000 


The Federal Crop Insurance Corporation is a wholly owned Govern- 
ment corporation created in 1938 to furnish protection for the farmers’ 
investment in producing crops against loss from unavoidable causes. 
Crop insurance offered to senieclvral producers by the Corporation 
provides protection from losses caused by unavoidable natural hazards, 
such as insect and wildlife damage, plant diseases, fire, drought, flood, 
wind, and other weather conditions. It does not indemnify producers 
for losses resulting from negligence or failure to observe good farming 
practices. 

In accordance with the established policy of limited operations on 
an experimental basis, the 1955 crop insurance program is operating 
in about 900 counties, furnishing insurance coverage of approximately 
$432 million on wheat, cotton, flax, corn, tobacco, beans, citrus, 
multiple crops, and soybeans. It is expected that it will be extended 
to 950 counties next year. 
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‘The Budget estimate of $6,000,000 is recommended for 1956. This 
will provide the same appropriation as was authorized for 1955. 


RURAL ELECTRIFICATION ADMINISTRATION 


Loan @uthorizations 
DINE. TOI 5, isis cats daheialadin keane area hentai geet $210, 000, 000 
SUNN SU oo ea eae we oe aes 230, 000, 000 
Rebormenee. 5006 oon oie es ae RL aa 235, 000, 000 
Comparison: 
I TM OS ok Sn ENE GM ape SET ee +25, 000, 000 
DG GUANO eo as hiicicacccdw phieeaeia sesneweodnawans +5, 000, 000 
Salaries and expenses 
Appeopriatite, 1068 icici enki Li cikctinds die wks ai danda denen 7, 285, 000 
SN: FIG ise. oss rap Sick eA cbbpa ities en this habub iin 7, 680, 000 
ROCOMIDRRE, F008 co iidiicc spc nacenddndiepiadanabbapmeubentne 7, 680, 000 
Comparison: 1955 appropriation... .......-...0<--0.-<0ces--n0 +395, 000 


The Rural Electrification Administration was established by 
Executive Order in 1935 to make loans for the extension of central 
station electric service to unserved rural people. The Agency was 
continued by the Rural Electrification Act of 1936, and became a 
part of the Department of Agriculture in 1939. In 1949 the Act was 
amended to authorize REA to make loans for the purpose of furnishing 
and improving rural telephone service. Loans for construction of 
electric and telephone facilities are self-liquidating within a period 
not to exceed 35 years, and bear interest at the rate of 2 percent. 

The committee has approved the full request of $160,000,000 for 
electrification loans for the coming fiscal year. In addition it has 
approved a contingency fund of $100,000,000 for electrification loans, 
to enable the Secretary to meet any large or unusual needs in any area 
of the country which otherwise could not be handled within the regular 
authorization on the basis of the formula contained in the basic legis- 
lation. The amount recommended, together with an estimated T. 
over of $21,000,000 and probable rescissions of $4,000,000 will make 
a total of $185,000,000 available for electrification loans during the 
caning year, exclusive of the contingent fund provided in addition 
thereto. 

The committee also recommends a total of $75,000,000 for the rural 
telephone program. This amount, which is an increase of $5,000,000 
over the budget estimate, will enable the telephone program to con- 
tinue at the same level as was authorized for 1955. The committee 
believes that the large backlog of loan applications on hand makes it 
unwise to reduce this program below the current year’s level. 

It is understood that pro legislation has been presented to 
Congress to repeal the formula for distribution of loan funds contained 
in the basic law. The principal argument advanced for this action is 
that the Department may be prevented from making loans in certain 
States, due to the restrictions in the basic formula. During the hear- 
ings, the committee requested the Department to present a statement 
of those projects which have been or might be denied due to the lack of 
adequate loan authority. The Department has not presented any such 
projects to the committee, in the absence of which there seems to be 
@ question as to the need for elimination of the formula, though some 
modification may be in order. 

In order to make certain that adequate authority will exist in 1956 
to cover all possible loan applications qualifying under the law, the 
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committee has approved the additional contingency fund outlined 
above. It is pointed out that these amounts are merely limitations on 
how much can be borrowed from’ the Treasury—and no money is 
drawn down until a loan has been finally approved and advances of 
funds thereunder have been authorized. 

For salaries and expenses, the committee recommends the full 
request of $7,680,000, an increase of $395,000 over amounts provided 
for 1955. The additional funds are authorized for administration 
of the rural telephone program, in order to speed up the handling of 
loan applications and construction work. 


FARMERS HOME ADMINISTRATION 


Loan authorizations 
AGE, BO ond Sai dcnbacbdenedcecdidcciccwcecace $153, 000, 000 
HS SOs se anUaonae desu ce kc eee ue ccc ee 147, 000, 000 
ReeweienGed, OGG sciiicein winked hi dane cess ca msnccccwccee 153, 000, 000 
Comparison: 1955 estimates.................----.-.....--... +6, 000, 000 
Salaries and Expenses 
A, BURR ion a NB isk en Ra Sia Sean ccceecd $23, 550, 000 
TSI RES eo. diss tial hicks, wabtntcidinswblnicinec cadeodséicee 24, 500, 000 
TR, BI ig i iii ack niet diarkne dudes ciudcwtnicwmmace 24, 500, 000 
Comparison: 1955 appropriation. ................-..-.-_ ___-- +950, 000 


The Farmers Home Administration performs the following four 
pg: activities: (1) to make direct and insured farm ownership loans 
to farm tenants, farm laborers, sharecroppers and other individuals 
for the purchase, enlargement or development, including farm housing 
and other grr Se ssc of family type farms; (2) to make 
production and subsistence loans to farmers and stockmen for farm 
operating expenses and other farm needs, including the financing of 
indebtedness and family subsistence; (3) to make direct and insured 
soil and water conservation loans for the effective development and 
utilization of water supplies and for the improvement of farm land by 
soil and water conserving facilities and practices; and (4) to make 
emergency loans to farmers and stockmen in designated areas where a 
disaster has caused a need for agricultural credit not readily available 
from commercial banks, cooperative lending agencies, the Farmers 
Home Administration’s regular loan programs, or other responsible 
sources. Technical | os goad in planning and carrying out sound farm 
operations is provided borrowers on the basis of their individual 
problems and needs. No loans are made to applicants who can 
secure adequate credit from other sources at reasonable rates. 

The committee recommends the same amounts for loan authoriza- 
tions as were authorized for 1955. This includes $19,000,000 for farm 
ownership and housing loans, $122,500,000 for production and sub- 
sistence loans, and $11,500,000 for soil and water conservation loans. 

The reduction proposed in the 1956 budget for farm ownership and 
housing loans has been restored. This action is based on evidence 
that the need for farm houses and other farm buildings is =e 
to increase, particularly among young veterans just getting starte 
on the farm. The committee feels that this phase of the agency’s 
P has not been receiving the proper attention in recent years 
and recommends strongly against any reduction in funds at this time. 
It does not agree with the recent — in policy, under which funds 
for direct loans would be reduced, with a proposal to handle a larger 
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portion of farm ownership and housing loans through insured mort- 
gages. With falling farm income and the many other difficulties 
encountered in getting established on the farm, the higher interest 
charges and larger initial capital required under the insured mortgage 
type of loan would present additional problems to the borrowers. 

An increase of $950,000 is recommended for salaries and expenses 
to enable the Farmers Home Administration to adequately protect the 
government’s large investment in this program. For the past several 

ears, the committee has warned that the reductions made by the 

epartment in these administrative funds would result in an increase 
in the number of delinquents, due to inadequate supervision and 
assistance to the borrowers. Testimony this year indicates that the 
number of delinquents has increased during the past several years, 
and the committee feels very strongly that additional funds must be 
provided to reverse this trend. Proper safeguarding of the borrower’s 
interest and the security of the government demands careful scrutiny 
of loans granted, good judgment and a complete understanding of 
farm and home management. These can be met only if sufficient 
funds are appropriated to enable the field personnel of this agency to 
work closely with the borrowers during the period of the loan. 

The committee is also concerned about evidence that the heavy 
demands made upon this agency, due to the emergency and disaster 
loan programs in the drought areas, are interfering with its regular 
work. This may be one factor contributing to the lack of adequate 
supervision of borrowers during the past several years and the increase 
in the number of delinquents. While the committee is in general 
agreement with the policy of absorbing additional work with regular 
employees wherever possible, it believes that such a practice should 
not interfere unduly with other essential activities. In order to 
assure that the regular operations are not restricted because of the 
emergency and disaster loan problems, it is recommended that 
additional personnel be provided and sufficient funds be transferred 
from the Disaster Loan Revolving Fund to cover the administrative 
costs directly related to lending activities under that Fund. 


OFFICE OF THE GENERAL COUNSEL 


ADUCRUNATI | LBD Gacnvincntinnhocicinkwieanhngeinsannaterhne $2, 079, 000 
TRUMAN. 1O00. os oes aeun be cas tetumwce ranaiemnas suit 2, 164, 000 
Recommended, 1006... 522 eu ae en coe ee ck 2, 079, 000 
Comparison:: 1006 qutlmate =. adi cis cn ek iouca utiles cccueweedne — 85, 000 


This office, as the law office of the Department of Agriculture, per- 
forms all the legal work arising from the activities of the Department. 
The General Counsel represents the Department in administrative 
proceedings for the promulgation of rules having the force and effect 
of law; in quasi-judicial hearings held in connection with the admin- 
istration of various programs and acts; and in proceedings before the 
Interstate Commerce Commission involving freight rates and practices 
relating to farm commodities, including appeals from the decisions of 
the Commission to the courts. He serves as general counsel for the 
Commodity Credit Corporation and the Federal Crop Insurance Cor- 
poration. In addition, he furnishes necessary review in connection 
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with criminal cases arising under the programs of the Department for 
the ses of referring them to the Department of Justice. 

The Committee recommends the same amount for 1956 as has been 
available during 1955. In view of the large unused balance of funds 
last year, it is believed that the additional functions proposed in the 
1956 budget can be met within the amount approved. 


OFFICE OF THE SECRETARY 


BAR, TUG so ccciee can ddeeis Ckedccienedbkuenuaseonae $2, 116, 000 
I a cu uwlaeiine as ciaccamue 2, 172, 600 
REL. TOU ee oe hn Saas Ga wowe oo oe ae cola Dees cae 2, 116, 000 
Companion: 1955 estimate. co. ee so cece ae — 56, 600 


The Office of the Secretary includes such staff offices of the Depart- 
ment as the immediate Office of the Secretary, the Office of Personnel, 
the Office of Budget and Finance, the Office of Plant and Operations, 
and the Office of Hearing Examiners. 

The committee recommends $2,116,000 for 1956, the same amount 
as is available for 1955. It is in full accord with the proposal to 
strengthen the inspection and investigation program of the Depart- 
ment in the Secretary’s office. However, in view of the large unobli- 
gated balance of funds in 1954, it believes that this program can be 
instituted within the funds authorized. 


OFFICE OF INFORMATION 


IN Di cintntntatianuntthaceegncetiangeeciatibede $1, 216, 000 
TI CO ae teeakotneerand ip eimeinpunieeiiabes 1, 238, 000 
RIOG, SEN? 2 a Lo fens eunkdetatemennccsacousa 1, 238, 000 
Conmpariaon: 1055 appropriation soc... <n <6 s5 snes. 4.-n..-.- +22, 000 


The Office of Information has general direction and supervision of 
all publications and other information policies and activities of the 
Department, including final review, illustrating, printing and distribu- 
tion of publications; clearance and release of press, radio, television, 
and magazine materials; maintenance of central files of news and 
general illustration type photographs; and preparation and distribu- 
tion of exhibits and motion pictures. The Office publishes the Year- 
book of Agriculture, the annual report of the Secretary of Agriculture, 
the Department Directory, the Department List of Publications, 
handles the distribution of farmers bulletins, and services letter and 
telephone requests for general information received in the Department. 
It also produces motion pictures, art and graphics materials, and 
photographic work for the Department and other Government agen- 
cies through reimbursements. 

The full budget estimate of $1,238,000 is recommended for 1956, an 
increase of $22,000 over the funds appropriated for 1955. The addi- 
tional funds are provided to enable the Office to handle the increasing 
volume of requests for information and publications, and to permit 
printing the Department’s List of Publications and the Farmers 
Bulletin Lists. The funds for these purposes were removed from 
the appropriation last year and need to be restored to meet demands 
for information and printed material. 

The committee deplores the Department’s failure to issue statements 
and releases to the public on a full and complete basis. A review of the 
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many speeches and releases of the Department during the past year 
indicates that this information is restricted in nature and does not 
fully present all aspects of the various farm problems i the 
Nation. The committee believes that the best interests of all seg- 
ments of our economy will be served if all sides of every issue are 

resented to the people of the country. It is recommended that — 
Ge taken to disseminate information presenting the farmer’s side of the 
many farm issues. 


LIBRARY 
RIMEIIIEIOE, BOGE nacncndas<ccansquabvocstusenkacseinanaenuman $659, 950 
pn TS Hie igen tantra ein maith gee a (Ce weai WesCea ay Seles ba ips Pop tyr HE oeg 659, 950 
Heosmimeondell, 10065 os Se a a ae ce 659, 950 


The Library, pursuant to the Department’s Organic Act of 1862, 
and under delegation from the Secretary, procures and preserves all 
information concerning agriculture. Under the Act establishing the 
Department, the Library also serves as the national agricultural 
library. 

The budget estimate of $659,950 is recommended for the coming 
fiscal year. This will enable the Library to continue its operations 
on the same basis as authorized for 1955. 


COMMODITY CREDIT CORPORATION 


Restoration of capital impairment 


POM 1006 oc cccnckcncntandaakGnanetiahannegeeiae Ganki $1, 634, 659 
ROBO MRONIEE, “1960! os eos acd ddedwaweadecnsetbaceceenees 1, 634, 659 
Comparison: 1955 appropriation. . . ........................... + 1, 634, 659 
Administrative expense limitation 
RO OS OSES SAREE Et AE RARE RSE ESE ES DENSE EAU ORR COIS $25, 290, 000 
PURMEONE 3 Bhan S ac bnaccknenasen co sedakonntaneudenumennsane 26, 000, 000 
Rebeetn Memes; 1006. 0 sos see cha eee se stk nec 26, 000, 000 
Comparison: 1955 authorization.........-.-....----......-.-.. +710, 000 


In recent years the restoration of capital impairment of the Com- 
modity Credit Corporation has been handled through note cancella- 
tion. In the future, however, restorations will be handled by direct 
appropriation, as provided by legislation adopted last year. The real- 
ized loss during the fiscal year 1954 was $547.2 million. However, 
because of a change in restoration from projected to realized loss, all 
but $1,634,659 of the 1954 impairment can be covered from funds 
provided last year. 

In connection with the administrative expense limitation of the 
Corporation, the committee is recommending the full budget request 
of $26,000,000. Of this amount $2,000,000 has been Slane in reserve 
to be used to expand and strengthen the sales effort of the Corporation. 

After full hearings and thorough consideration of the many problems 
resulting from the large stocks of commodities carried by the Corpora- 
tion, the committee 1s convinced that a change in basic sales policy 
must be made and a strong and affirmative sales program must be 
developed. Testimony presented to the committee indicates that the 
present program for disposal of these commodities is largely limited 
to barter, sales for foreign currencies, and donations. The hearing 
records on this point are full of such terms as “removal,” “disappear- 
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ance,” “barter,” “give-away,” and “disposal,”’ with a complete lack 
of reference to plans for the sale of commodities for dollars, as author- 
ized and contemplated by the Corporation’s basic charter. 

In order to enable the Corporation to establish an effective sales 
program, the committee has earmarked $2,000,000 of the adminis- 
trative funds for this purpose. It believes that the employment of 
an experienced sales mahager and the establishment of a proper sales 
gona to move these stocks into world markets on a competitive 
bid basis will result in saving hundreds of millions of dollars. 

One of the primary arguments given in support of flexible price 
supports is the need to reduce the  camecmansiits investment in farm 
commodities. Figures available from the Department indicate that 
savings which might result from lowered support prices are being 
fully offset by the very heavy storage costs resulting from the Cor- 
poration’s failure to keep its stocks moving into normal channels of 
world trade at prices which will sell them. 

In addition to removing one of the most serious threats to our agri- 
cultural programs, this establishment of such a sales policy should make 
possible substantial savings in storage and warehousing charges. As 
discussed elsewhere in this report, approximately half of commodity 
losses in recent years are represented by storage and warehousing 
charges. In fiscal year 1954, storage, warehousing and transportation 
charges totalled $224 million, and the Department estimates that 
such costs will exceed $263 million during the fiscal year 1955. 

The committee further recommends that amounts paid for storage 
in the fiscal year 1956 be reduced by not less than 20 percent below 
1955. In order that Congress may be kept currently advised of prog- 
ress made on this problem, it is requested that a semi-annual report 
be submitted to the appropriate committees, showing (1) the quan- 
tity and inventory value of commodities on hand which have not 
been offered for sale in world trade on a competitive basis, and (2) 
the storage charges on all commodities which have been held by the 
Corporation for more than 18 months. 


RESEARCH ON STRATEGIC AND CRITICAL AGRICULTURAL MATERIALS 


meer: SOGG oak is ceca idowsue ccndncknctemlodck $331, 500 
De@OECi bi shes Sees cobb ue ee 300, 000 
III Dh OID init nis cis sith atc nhinibennnidtimitdmbitviildcbimes 300, 000 
Comparison: 1955 appropriation. _.........--.-..--------------.- — 31, 500 


The Strategic and Critical Materials Stockpiling Act of 1946 author- 
izes and directs the Secretary of Agriculture to make scientific, 
technologic, and economic investigations of the feasibility of develop- 
ing domestic sources of any agricultural material or substitute for such 
materials determined to be strategic and critical. This appropriation is 
to enable the Department to carry out its responsibilities under this act. 

The Committee recommends the budget estimate of $300,000 for 
the fiscal year 1956. The decrease of $31,500 is due to the planned 
completion of certain phases of present investigations on vegetable 
tannins. Research and investigations on vegetable fats and oils and 
fiber plants will be continued in 1956 on the same basis as in 1955. 


74008°—57 H. Rept., 84-1, vol. 2——71 
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REIMBURSEMENTS TO COMMODITY CREDIT CORPORATION 


The bill for 1956 provides reimbursement to the Commodity Credit 
Corporation for f advanced to finance special programs authorized 
by Congress as follows: eradication of foot-and-mouth disease in 

exico, $5,788,897; International Wheat Agreement, $57,378,551; 
wheat to Pakistan, $69,273,881; emefgency feed assistance, 
$42,100,000; and famine relief to friendly peoples, $9,676,628. 

The first two items have been handled in previous years by note 
cancellation. Due to a change in law adopted by Congress last year, 
these reimbursements are now carried as appropriations. 

The last three items listed above are included in this bill for the 
first time, and are based on specific acts of Congress adopted in the 
83d Congress. The furnishing of wheat to Pakistan was carried out 
under Public Law 77, 83d Congress, which authorized the appropria- 
tion of funds to reimburse the Corporation for its investment in the 
wheat furnished, including handling and other costs incurred in mak- 
ing deliveries. The furnishing of feed and seed to farmers and stock- 
men in major disaster areas was authorized by Public Law 115 
approved July 14, 1953. The famine relief to friendly peoples, 
authorized by Public Law 216, 83d Congress, covers the furnishing of 
2,688,000 bushels of wheat to Bolivia, 361,047 bushels to Jordan, and 
82,133 bushels to Libya. 


FARM CREDIT ADMINISTRATION 


Amtbinnlantbnats; TOBE ois sisi ciiice tid waning banc wid ehicien paging $6, 250, 000 
I: FOR a nigicsccnernich demand cioenisitinetetntendipanisbanriiicain 6, 290, 000 
IUNEING, CODE. dccnsnecanadeenrsabanendaispiedenempeses 6, 290, 000 
Comparison: 1955 authorizations.............-......-....-...-- +40, 000 


The Farm Credit Administration provides supervision, examination, 
facilities and services to a coordinated system of farm credit banks 
and corporations which make loans to farmers and their cooperatives. 
The Administration is an independent agency under the direction of 
the Federal Farm Credit Board. It was originally created in 1933 
and was transferred to the Department of Agriculture in 1939. It was 
re-established as an independent agency by the Farm Credit Act of 
1953. 

The committee has approved the full budget estimate of $6,290,000 
for the Farm Credit Administration and its member institutions, an 
increase of $40,000 over 1955. The amount recommended includes 
$2,320,000 for the parent bo, mg the Farm Credit Administra- 
tion, $550,000 for the Federal Farm Mortgage Corporation, $1,825,000 
for the Federal intermediate credit banks, and $1,595,000 for the pro- 
duction credit corporations. ‘These amounts represent limitations on 
the amount of the corporate funds of these organizations which can be 
used for administrative p They are not direct appropriations 


from the Treasury of the United States. 

The small increase is recommended in view of the increasing credit 
problems caren. from declining farm income. With the large 
increase in farm debt and the ever tightening price-cost squeeze on the 
farmer, it will be necessary for the intermediate credit banks and the 
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credit corporations to make more comprehensive credit 
analyses to assure sound loans and to reduce collection problems. 


GENERAL PROVISIONS 


The General Provisions contained in the accompanying bill are the 
same as those which have been included for a number of years. The 
only changes are found in section 501, where the limitation on replace- 
ment of carrying vehicles is increased slightly, and in section 
506, Bo poareies to basic legislation adopted last year has 
been : 

For a number of years, the committee has encouraged the Depart- 
ment to carry on a portion of its research work by contract under 
section 506. This has been based on the belief that such arrangements 
would not only improve the quality of research findings, but would 
limit to some extent the number of permanent research personnel 
added to the rolls of the Department. Recent investigation reports 
indicate that some of the research contracts under this section have 
been awarded to large and well established organizations able to 
conduct such research without financial aid from the Federal govern- 
ment. Some of these have been in existence continuously since 1947 
for the same line of research. The committee seriously questions 
whether these well established organizations should continue to look 


to the Federal government as an established source of income for 
such research work. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in any appropriation act are included in the bill: 


7 page 2, line 25, in connection with the Agricultural Research 
rvice: 


Provided further, That appropriations hereunder shall be available for uniforms, or 
advances therefore, as authorized by the Act of September 1, 1954 (68 Stat. 1114): 


On page 3, line 7, in connection with the Agricultural Research 
rvice: 


Provided, That not less than $200,000 of this appropriation shall be available to con- 
duct a ial study of (1) the effect on farm income and the general economy 4 the 
United States of acreage reductions imposed on 1954 and 1955 crops, and (2) the 
most satisfactory solution to this problem, — the encouragement of sound soil 


concerns practices upon land diverted from production under such acreage restric- 
ions. 


On page 14, line 8, in connection with the Agricultural Conservation 
Program: 


except where the participants from two or more farms or ranches join to carry out 


approved pract designed to conserve or improve the agricultural resources of the 
community. 


On page 17, line 8, in connection with marketing research and agri- 
cultural estimates: 


Provided, That not less than $1,000,000 of the funds contained in this appropriation 
shall be available to gather statistics and conduct a special study on the price spread 
between the farmer and the consumer: 
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On page 18, line 25, in connection with the Foreign Agricultural 
Service: 
Provided, That not less than $500,000 of the funds contained in this appropriation shall 
be available to obtain statistics and facts on foreign production and full and 
complete information on methods used by other countries to move farm commodities 
in world trade on a competitive basis. 

On page 26, line 11, in connection with the Federal Crop Insurance 
Corporation: 
Provided further, That not to exceed $1,500,000 of administrative and operating 
expenses may be paid from premium income. 

On page 27, line 2, in connection with the Commodity Credit Cor. 
poration: 
whine pe prerocm That $2,000,000 of this authorization shall be available only to ez- 


pand and strengthen the sales program of the Corporation pursuant to authority 
contained in the Corporation’s charter. 
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MINORITY VIEWS 


We, the undersigned, are compelled to file a minority = to 
disagree with the political implications in the above report. There is 
complete agreement a members of the subcommittee regard- 
ing the amounts in the bill. However, the report which was made 
available to us only when we attended the full committee meeti 
when this bill was reported, in our opinion is fraught with politica 
implications and inaccuracies. Therefore, we are filing this minority 
report. We believe that Secretary Benson is doing a good and 
courageous job, under many adverse circumstances—many of which 
he inherited—and we ask for full cooperation that we make the best 
of the situation for the future agricultural welfare of us all. 


Watt Horan, M. C., 
6th District, Washington. 


Cuartes W. Vursett, M. C., 
23d District, Illinois. 
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Ist Session 


84TH CoNGRESS t HOUSE OF REPRESENTATIVES { Report 


No. 304 





INDEPENDENT OFFICES APPROPRIATION BILL, 1956 





Marcn 26, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Thomas, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 5240] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for 
sundry independent executive bureaus, boards, commissions, corpora- 
tions, agencies and offices for the fiscal year ending June 30, 1956, 
and for other purposes. 


SCOPE OF THE BILL 


The estimates upon which the bill is based are contained in the 
1956 Budget (House Document No. 16) and amendments thereto in 
House Document Nos. 91 and 95. Estimates for appropriation items 
contained in the bill are on the following pages of the Budget: disaster 
relief on pages 64 and 65, sundry i aa ee offices on pages 88 
through 238, the General Services Administration on pages 240 through 
ph and the Housing and Home Finance Agency on pages 276 through 


APPROPRIATIONS AND ESTIMATES 


The following table is a summary of the budget estimates for 1956, 
and the amounts recommended in the bill. A more detailed tabulation 
is inserted at the end of this report which gives the comparative 
amounts for each agency by appropriation item, 
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INDEPENDENT OFFICES APPROPRIATIONS, 1956 


Summary of appropriations and estimates for agencies in the bill 
































Budget esti- | Recommended | Bill compared 
Agency or item mates, 1956 in bill —_| with estimates 

Civil Service Commission... ............-...-.--......- $19, 495, 000 $268, 387,500 | -+$248, 892, 500 
Federal Civil Defense Administration. ................ 59, 300, 000 53, 400, 000 —5, 900, 
Than Eo os cck sos cnnnncticeapacnant 10, 000, 000 2, 000, 000 —8, 000, 000 
Federal Communications Commission.................. 6, 700, 000 6, 870, 000 +170, 000 
Federal Power Commission............-....--.-.-.....- 4, 650, 000 4, 650, 000 |...........-.... 
Federal e Commi 4, 300, 000 4, 225, 000 —75, 000 
General Accounting Office _.._........-...........-.-.-. 32, 100, 000 31, 981, 000 —119, 000 
General Services Administration.........-.-..--.-.-.--- 719, 261, 000 716, 610, 000 —2, 651, 000 
Housing and Home Finance Agency-.-.....---.......-.- 174, 100, 000 156, 800, 000 —17, 300, 
Interstate Commerce Commission _......-.-.-.-....-..- 11, 975, 000 11, 975, 000 }.........-.--... 
National Advisory Committee for Aeronautics_..-...... 76, 500, 000 67, 700, 000 —8, 800, 000 
National Capital Housing Authority... ................ 37, 000 CF 5 Re ER 
National Science Foundation.-.............-. 31, 000, 000 22, 250, 000 —8, 750, 000 
National Security Training Commission-_-..- 55, 000 0 —55, 
Renegotiation Board...................-..-. 4, 250, 000 3, 750, 000 —500, 000 
Securities and Exchange Commission................... 4, 997, 000 4, 875, 000 —122, 000 
Selective Service System........... 22.2202... ene e nese ee 28, 700, 000 26, 958, 875 —1, 741, 125 
Veterans’ Administration als .| 4,452,370,000 | 4, 463, 126, 000 +10, 756, 000 

Total 5, 639, 790,000 | 5, 845, 595, 375 +205, 805, 375 





The amount of budget estimates considered by the Committee is 
$5,639,790,000, and the total of recommended appropriations is 
$5,845,595,375. This compares with appropriations of $5,112,940,263 
for 1955. There is a net decrease of $44,194,625 in the budget esti- 
mates if the item for payment to the civil service retirement and dis- 
ability fund, for which there is no budget estimate, is not included. 
However, the President’s Budget states that sometime during the 
session he will send an estimate of $216,000,000 to the Congress. The 
increase over the current year is due primarily to three large items, 
the appropriation of $250,000,000 for payment to the civil service 
retirement and disability fund, an increase of $168,900,000 for funds 
for strategic and critical materials, and an increase of $210,000,000 for 
veterans benefits. 

NUMBER OF EMPLOYEES 


The Committee believes that the budgets for the agencies in this 
bill have been controlled very carefully, and that the agencies are 
fulfilling their responsibilities with a minimum number of personnel. 
During the hearings each agency was asked to insert a table in the 
record of the average number of employees for each of the last ten 
years or since the agency was created. A summary of the highest 
employment figure for each agency during the decade 1947-1956, the 
number of employees estimated for in the 1956 Budget, and the 
approximate number of employees provided for in the bill is shown 
in the table that follows. 
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Table of the comparative average number of employees for agencies in the bill, 












































1947-1956 
an- 
maf employ-| 1956 budget | _ Recom- 
Agency ment during| estimate ~~ in 
last decade 
Civil Service Commission.._.............--..-.--..--....-..-- 4, 993 150 3,036 ° 
Federal Defense Administration . 728 
Federal RAIMI i scanensannpeawentinoes 1 1,031 1, 057 
Federal Power 817 702 702 
Federal Trade ission . 676 640 629 
General A ES GRE aa 13, 895 5, 932 5, 924 
General Services A: . 929 26, 472 26, 291 
Housing and Home Agency 13, 481 12, 762 11, 489 
Interstate perme: ch ener SB Ss AUR eR 2, 248 1, 916 1,916 
National saveeree for Aeronautics................. 7, 600 8, 430 7, 631 
National Capital Housing Authority (total)................... 357 282 282 
Nat’ _ scoorine Trobaine Onanasiasia iciistinscientiahtstisecliniataaibie dciion - 7 * 
National Seeuri raining Comm m.. 
fon Board.................--.- 716 569 502 
Securities and E Commission .. 1, 187 730 712 
Selective Service System ............ 7, 707 6, 695 6, 650 
Veterans Administration 204, 732 168, 863 167, 
Total ; 289, 257 239, 135 235, 539 

















The specific recommendations of the Committee with relation to the 
separate appropriation items are contained in the remainder of this 
report. 

CIVIL SERVICE COMMISSION 


Salaries and expenses—The bill includes $16,217,500 for salaries 
and expenses of this Commission, which is a reduction of $607,500 in 
the budget estimate and is $641,900 more than the 1955 appropriation. 
Almost all of the increase is in the activities for eens and examin- 
ing, the investigation of character and fitness for employment, and 
the inspection and classification audits, where approximately one- 
half of the increases requested are approved. The additional amount 
for 1956 will provide for the added workload anticipated in connection 
with the new career-conditional appointment program. 

There is a provision in the Independent Offices er ace Act, 
1953, stating that the Civil Service Commission shall not impose an 
arbitrary requirement with respect to the age of persons appointed to 
positions in the competitive service. It is believed that if a person 
is otherwise qualified an arbitrary limitation on employment solely 
on account of age should not be placed on any position by the Civil 
Service Commission. 

Investigations gf United States citizens for employment by international 
organizations.—For this item the Committee recommends no addi- 
tional appropriation, but in lieu thereof that the unobligated balance 
of funds for 1955 be continued available. It is predicted that $500,000 
will be needed for investigations in 1956 and the unobligated balance 
is expected to be between $300,000 and $400,000. The actual require- 
ments for this program cannot be accurately estimated inasmuch as 
the number of investigations is dependent on the number of new 
employees to be hired by international organizations. Expenditures 
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for this program have been substantially under estimated requirements 
during 1955 and the amount provided should be ample, but if an 
additional amount is required later in the year the need for such funds 
will be considered at that time. 

Annuities, Panama Canal construction employees and Lighthouse 
Service widows.—The budget estimate of $2,170,000 is approved for 
this item, which is a decrease of $184,000 from requirements during 
1955. The number of eligible annuitants is slowly decreasing as 
deaths occur and this item can be expected to decline. 

Payment to civil-service retirement and disability fund—The Com. 
mittee has included in the bill an appropriation of $250,000,000 for the 
Government payment to the fund, for which there is no budget esti- 
mate, although $216,000,000 is included in the Budget document as 
being proposed for later transmission. 

Funds have not been appropriated for this purpose for the last two 
years pending the results of a study of the financial status of the fund 
and other retirement programs by the Kaplan Committee. The 
studies have now been completed and the Kaplan report is filed with 
the Congress. It recommends an annual contribution of 8.63 percent, 
or approximately $772 million per year. The report states that it 
may not be possible to mig abern this amount immediately but it 
may have to be approached gradually with the percentage of con- 
tribution increasing later. 

The Budget indicates that the Administration intends to submit an 
amendment to the retirement Act to establish a statutory basis for 
determining the amount of the Federal contribution, but no legislation 
has been submitted to date. The Committee is in accord with plans 
to put the fund on a sound financial basis and pending the submission 
of such legislation certainly a contribution should be made this year 
to the fund as no contribution has been made for the last two years. 
oeaneee in the bill will help to prevent the fund from deteriorating 

urther. 

Administrative expenses, Employees’ Life Insurance Fund.—The 
Committee recommends that $80,000 be made available for reim- 
bursement to the Civil Service Commission for administrative ex- 

enses in connection with the Federal Employees Life Insurance Act, 
instead of $140,000 as requested. Work in connection with this 
program is done by private insurance companies, and Government 
costs should never be great since the Commission merely maintains 
necessary control accounts and records. Such work as is necessary 
is done in the retirement division of the Commission, and pending 
experience of actual costs relating to the program a minimum amount 
is provided, 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


The Committee recommends appropriations for $53,400,000 for this 
agency for 1956, which is $5,375,000 more than the appropriation 12 
1955 and is a reduction of $5,900,000 in the budget estimates. __ 

Operations.—For operation of the Federal program the bill contains 
$11,000,000, an increase of $975,000 over the amount available for 1955 
and a reduction of $600,000 in the budget estimate. 

Federal contributions—The bill contains the budget estimate o/ 
$12,400,000 for the Federal contributions program, which funds are 
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equally matched by the States, and is an increase of $400,000 over 1955 
appropriations. More emphasis should be placed on the use of match- 
ing funds since there is no possibility of the Federal government sup- 
porting the entire program, even if it desired to do so. 

The value of civil defense fostered by this agency is the effectiveness 
of the job that can be accomplished by the States and local com- 
munities. The Committee believes too often this is considered a 
Federal program and the 90 is missed that it is the efforts of the 
pe ng citizen at the local level which will make the program 

ective. 

Emer supplies and ee stockpiling of emergency 
supplies and equipment the Committee recommends an appropriation 
of $30,000,000, which is an increase of $4,000,000 over the amount in 
1955 and is $5,300,000 less than the budget estimate. The unexpended 
balances of funds for supplies on December 31, 1954, was in excess of 
$34,000,000 and the amount provided will permit orderly progress to 
continue in the program of procurement. 

The Committee agai attention to the report on the bill for 
the Departments of Labor and Health, Education, and Welfare 
appropriations which stated requests by those departments for civil 
defense had been denied, and it was the Committee’s firm belief a 
scattering of the basic authorities through the Executive Branch and 
the piecemeal consideration by the Legislative Branch for these activ- 
ities could result only in confusion and waste of public funds. For 
this same reason funds requested for defense planning activities by 
the Housing and Home Finance Agency have been denied. 


DISASTER RELIEF 


The responsibility for the program of assistance to States and local 
ee bodien dunt major fs has been delegated to the Federal 

vil Defense Administrator by the President on January 16, 1953, 
in Executive Order 10427. The fund will have an anticipated unobli- 
gated balance of $8,434,933 at the beginning of fiscal year 1956 and 
the Committee recommends an additional $2,000,000 for appropria- 
tion instead of the $10,000,000 requested. This will make a total of 
$10,434,933 available for obligation, which is in excess of the amount 
that has been used in any prior year. Allocations from the fund have 
been $12,368,549 during the last three years and the greatest amount 
for any one year was $9,448,500 in 1955. 


FEDERAL COMMUNICATIONS COMMISSION 


The bill contains $6,870,000 for this agency, which is an increase of 
$240,600 over 1955 and $170,000 in excess of the budget estimate. 
Substantial _—— is being made in eliminating the rite <b of work 
in television and radio and special services activities and $90,000 more 


than the budget estimate is provided to continue work on the backlogs 
in these fields. 

During the hearings considerable concern was expressed by Mem- 
bers of the Commission over the lack of information available relating 
to many problems of radio and television network broadcasting. The 
Commission has little factual information in this field and the bill 
provides $80,000 for making such a study. 
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FEDERAL POWER COMMISSION 


The bill includes the budget estimate of $4,650,000 for this Com- 
mission, which is an increase of $400,000 over the appropriation in 
1955. The number of license ee for non-Federal hydroelec- 
tric projects has increased greatly in recent years and there is expected 
to be a carryover of 97 applications into fiscal year 1956. The num- 
ber of gas rate increase cases under suspension at the present time is 33. 
These figures do not include any cases in the Commission in connection 
with the Supreme Court decision in the Phillips Petroleum Company 
case. Additional funds were approved in a recent supplemental 
appropriation bill to start reducing these backlogs and the funds in 
the bill will enable such work to continue. 

The bill contains specific limitations upon the amount of funds 
which may be used for maps, basic surveys, studies, and informational 
services. The additional funds that are made available by the opera- 
tion of such limitations should be applied to further reduce the back- 


logs. 

The budget estimate for the Commission does not include the salary 
for the chief engineer who has been serving as a United States repre- 
sentative on the International Joint Commission that adjudicates 
controversies between the.Governments of the United States and 
Canada. The Committee has included the salary for such a position 
in the bill and instructs the Commission to continue to provide the 
International Joint Commission with a representative who looks with 
favor on the protection of properties of United States citizens along 
the Great Lakes. 


FEDERAL TRADE COMMISSION 


The bill contains $4,225,000 for this Commission, which is $180,000 
more than was appropriated for this purpose in 1955 and is $75,000 
less than the budget estimate. The Committee has reduced the 
amount requested for the economic and financial reports activity by 
$75,000, and again urges that these reports be made as self sustaining 
as possible inasmuch as they are of considerable value to industry, 
banking and business concerns and contain information not availabe 
from private sources. 


GENERAL ACCOUNTING OFFICE 


The Committee recommends $31,981,000 for this Office, which is the 
same amount as the appropriation for 1955 and is a reduction of 
$119,000 in the budget estimate. During hearings a voluntary reduc- 
tion of $75,000 was made in funds requested for other objects of ex- 
penditure, making the agency’s request substantially in line with the 
Committee’s recommendations. 

At the instigation of the Committee in 1952 the General Accounting 
Office opened a branch office in Europe to examine Government ex- 

enditures in that area. Some excellent work has been done resulting 
in substantial savings to the taxpayers, but reports have reached the 
Committee that some of the investigations now being conducted are of 
minor importance in comparison to larger matters which may not be 
receiving the attention they deserve. The Committee desires to 
point out that the value of this office is in the quality of staff and that 
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mere numbers is not going to accomplish what the Committee expects 
it to. There are now 46 employees in Europe and such a number 
should be sufficient for the primary objectives. 


GENERAL SERVICES ADMINISTRATION 


ing expenses, Public Buildings Service—Funds are included in 
the bill in the amount of $95,960,000 for this item, which is the same 
amount that was appropriated in 1955 and is a reduction of $3,271,000 
in the budget estimate. The Government finances 95,667,000 square 
feet of building space from this appropriation, including 41,894,000 
square feet in Government-owned buildings inside and 36,303,000 
square feet outside the District of Columbia. The Committee has 
earmarked $7,500,000 for repairs to buildings the Government owns in 
the Washington area. The backlog of work for such repairs is esti- 
mated at $48,000,000 and the amount recommended will enable the 
GSA to commence work to reduce this backlog. 

Emergency operating expenses.—The Committee recommends $10,- 
000,000 for this purpose, which is $5,647,000 less than the appro- 
priation in 1955 and $3,400,000 below the estimate for 1956. This 
appropriation was created at the beginning of the Korean emergency 
to finance needed space in connection with the increased defense 
effort and it now finances 3,869,000 square feet of Government-owned 
space, and 4,747,000 square feet of leased space. The Committee has 
urged that the apace nanced with this appropriation be liquidated 
as soon as possible, and the amount proposed will encourage such 
disposition. 

epair, improvement, and ernignes of Federally owned buildings 
outside the District of Columbia.—The most serious problem facing the 
General Services Administration is the neglected state of repairs for 
Government-owned buildings outside the District of Columbia, for 
which there is a backlog of work of approximately $80,000,000. The 
Committee recommends an appropriation of $25,000,000 in 1956, 
more than double the amount appropriated in 1955 and an increase 
of $5,000,000 over the budget estimate. This will be used to finance 
repairs on the 112,000,000 square feet of floor space in 4,400 buildings 
in this program with an acquisition cost in excess of $1 billion. 
Universities and similar institutions provide funds for repairs and 
alterations on the basis of a formula extending from 1.1 to 1.8 percent 
of replacement costs, while the Government has been expending funds 
at a rate of about one-half of one percent. In allocating the increased 
amount for 1956 the Committee directs that the most urgent projects 
be taken first and that items for repair and rehabilitation receive 
priority over items for improvement. 

Operating expenses, Federal Supply Service.—The Committee recom- 
mends $2,890,000 in this item, a reduction of $230,000 in the estimates 
and an increase of $230,000 over the appropriation for 1955. This 
appropriation provides for direction of the personal property manage- 
ment program, interagency motor pools, traffic management, super- 
vision of the Federal supply system in the 10 regions, and other 


centralized activities for civilian agencies of the Government. 
Expenses, General Supply Fund.—The Committee approves the 

budget estimate of $12,000,000 for expenses of this fund, which is 

$66,800 under the appropriation for 1955. During hearings it was 
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testified that the amount of business estimated for 1956 would approx- 
imate $139.2 million and that there was every indication that the 
volume would increase to $161.8 million. A supplemental estimate 
for fiscal year 1956 is pending in the Bureau of the Budget for such 
increased workload and if such increases do not materialize duri 
the year such developments should be reflected in an uinabligated 
balance at the end of the year and a decrease in the estimates for 
1957. 

Operating expenses, National Archives and records service.—The bill 
contains $5,550,000 for this purpose, a reduction of $100,000 in the 
budget estimate and an increase of $550,000 over the appropriation 
for 1955. The Federal Government created 723,000 fewer cubic feet 
of records than were destroyed in 1954. This is the first year the 
Government has been able to do this since long before the records 
centers were established. Every effort should be made to increase 
the disposition program as this is an activity where substantial 
savings to the Government are obtained. 

Administrative operations.—The Committee recommends $4,000,000 
for this item, an increase of $210,500 over the amount appropriated 
for 1955 and a decrease of $450,000 in the budget estimate. This 
item finances the administrative, financial, | and other integrated 
services for the Public Buildings Service, Federal Supply Service and 
National Archives and Records Service programs. In addition, funds 
for administrative operations for GSA are included in five of the 
operating programs, not including the customary reimbursements for 
services performed for other agencies. The Committee strongly 
recommends that all administrative operating costs be included in 
one item next year and will expect a substantial reduction to be made 
oe overall amount, both in the District of Columbia and in the 

eld. 

The item for administrative operations and other items in the 
General Services Administration budget justifications have been 
adjusted to balance a with workload. The Committee has 
approved such adjustments this year and has inserted a proviso on 
certain items requiring that no functions budgeted under such -ap- 
propriations shall be transferred to or financed from any other ap- 
propriation or fund. Such a proviso is intended to insure that the 
money is expended in accordance with the appropriation structure 
as approved by the Congress. 

Strategic and critical materials —The budget estimate for this item 
provides for an appropriation of $521,500,000 and the Committee 
recommends the full amount. The unobligated balance of prior 
year funds of $46,028,000 and the receipts from rotation of stocks 
estimated at $72,985,000 makes a total of $640,513,000 available for 
obligation in 1956, which compares with $719,212,252 estimated 
obligations for 1955. Materials in inventory or on order at June 30, 
1956, are estimated at $6,460,000,000, leaving $3,304,000,000 to be 
procured in future years. The cost of purchasing, storing and 
rotating the stockpile during 1956 is estimated at $31,284,000. 

Strategic and critical materials (liquidation of contract authorization). — 
The Committee has approved the budget estimate of $27,400,000 for 
this item which will finance the remaining contract authorization under 
the total original authorization of $920,000,000. ; 

Hospital facilities in the District of Columbia.—The Committee 
recommends an appropriation of $1,610,000 to finance the project for 
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Georgetown University under the grant program for private hospital 
pate as sateeaaed by Public Law 663 of the 83rd Congress. 
The bill also provides an cam Sap of $9,700,000 to liquidate 
part of the contract authorization for the Hospital Center in the Dis- 
trict of Columbia. This will leave a total unfinanced contract author- 
ity of $5,300,000 remaining for liquidation in future appropriations. 


United States postoffice and courthouse building, Nome, Alaska.—The. 


bill provides $1,000,000 for a new building in Nome, Alaska, to replace 
the present. structure which has become unsound because of subsoil 
conditions caused by intermittent thawing and freezing. The amount 
provided is a reduction of $200,000 in the request and is to finance the 
entire Mersin om —_ ae ee gi 

Las 0 Ty angs.—The bill contains language con- 
tinuing the penne 5 Aa of funds presently authorized for lease-purchase 
contracts during 1956 as recommended in the Budget. Each project 
must be approved by the Bureau of the Budget and the Public Works 
Committees of the Senate and House of Representatives before it can 
be started under this program. The size of the program in the future 
is subject to limitations in appropriation Acts. It is understood that 
the 1956 program of recommended projects is being prepared and will 
be submitted later. 

Abaca fiber program.—The bill contains a limitation of $100,000 on 
administrative expenses for this program, which is $35,000 less than 
the amount provided in 1955 and in the budget estimate. The 
original request for a $3,500,000 appropriation for working capital 
was withdrawn in House Document No. 91 as the program is bein 
reduced in size for 1956. ‘The Committee recommends that the ie 
for this program be reviewed to see if it cannot be liquidated. 


HOUSING AND HOME FINANCE AGENCY 
OFFICE OF THE ADMINISTRATOR 


The Housing and Home Finance Administrator administers the 
slum clearance and urban renewal program, housing loans to educational 
institutions, and several smaller programs. e four constituent 
agencies, the Home Loan Bank Board and Federal Savings and Loan 
Insurance Corporation, the Federal National Mortgage Association, 
the Federal Housing Administration, and the Public Housing Admin- 
istration administer other parts of the Government — program. 

Salaries and expenses, Office of the Administrator.—The bill provides 
an appropriation of $4,300,000 for this purpose, which is an increase of 
$331,500 over the appropriation for 1955 and a decrease of $1,400,000 
in the budget estimate. 

In addition to appropriations for salaries and expenses in the Office 
of the Administrator the bill contains $2,500,000 for a reserve of 
planned public works, $2,000,000 for urban planning grants, and 
$60,000,000 for grants for slum clearance and urban renewal. This 
makes total appropriations for this Office $68,800,000, which is an 
Increase of $20,831,500 above the appropriations for 1955 and a 
decrease of $9,500,000 from the budget estimates. 

The Committee is greatly concerned over the lack of Congressional 
control over some of the loan and grant programs. During the past 
few years the Congress has lost control over the expenditure of ap- 
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proximately $3.3 billion by granting Treasury authorizations and the 
right to make binding contracts before money is appropriated. [t 
has also lost control over potential annual contributions payments 
aggregating in excess of $13 billion. The Committee has therefore 
included language in the bill which will require a to be approved 
by the legislative committees of the Senate and House of Representa- 
tives before a contract can be entered into. Such approval by the 
legislative committees recaptures in some a the control lost by 
Congress over expenditures of public funds. The Administrator 
stated on page 1359 of the hearings that he would welcome Congress 
assuming responsibility in this field, and such approval is consistent 
with the procedure for the —— for lease-purchase of public 
buildings under the General Services Administration, and is similar 
to sanctions required for military construction projects. 

The language is inclusive for all advances, loans, contracts for capital 
grants, and contracts for annual contributions under the public housi 
program, and will merely require that proposed projects be submitted 
to the legislative committees for approval. 

Office of the Administrator, revoloing fund (liquidating programs) — 
The bill contains an administrative expense limitation of $2,500,000 
and a nonadministrative expense limitation of $10,000,000, which are 
$1,440,000 and $10,000,000 under the amounts of the limitations in 
the 1955 bill and $300,000 and $3,000,000 under the limitations in 
the budget estimates for 1956 respectively. The appropriation bill 
last year established this revolving fund to stimulate the disposal and 
liquidation activities in a number of programs that had been in the 
process of liquidation for a number of years without making noticeable 
progress. It was expected that such liquidations would progress 
expeditiously and some progress has been made. The largest program 
remaining today is the War and Emergency Housing Program in 
process of liquidation which is administered by the Public Housing 
Administration. This program should be liquidated this year and 
it may be necessary for the Administrator to assume the liquidation 
activity to get the job completed. The Committee suggests that the 
Department of Defense be urged to cooperate by declaring properties 
surplus it does not need or taking over the properties that it requires 
and thus terminate this war housing program. 

Federal National Mortgage Association—The Committee recom- 
mends the budget estimate of $3,950,000 for administrative expenses 
of this Association, which is $712,000 above the amount of the limita- 
tion on administrative expenses in 1955. The limitation is, in effect, 
a ceiling on the expenditure of corporate funds that can be used for 
administrative purposes and no appropriation is required. 

Home Loan Bank Board and Federal Savings and Loan Insurance 

oration.—These two items can be considered together inasmuch 

as they are in essence one program. The Committee recommends 
$920,000 for administrative expenses of the Board and $2,995,000 for 
of its examining division. During hearings the Committee 

inquired about the adequacy of inspections of Federal and State- 
chartered insured institutions, and is concerned that inspections are 
being made only once every 16 months. This is entirely too long 4 
period of time between inspections and the Committee has provided 
$125,000 over the budget estimate to increase the frequency of such 
examinations to at-least once in every 12 months if not more often 
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For the Federal Savings and Loan Insurance Corporation the Com- 
mittee recommends an increase from $455,000 in 1955 to $985,000 
for 1956, which is $485,000 over the budget estimate. A letter 
inserted in the hearings on page 1147 at the instigation of the Com- 
mittee points out that the Corporation will receive the —a bene- 
fits of more frequent inspections and should logically bear the costs 


of the added inspections and the Committee action is based on such - 


a suggestion. 

The insurance fund is in excellent condition with a reserve of $158 
million and member institutions have reserves of $1.9 billion. During 
this period of high building activity the Committee believes that the 
inspection activity should be increased, for while more frequent inspec- 
tions may not prevent an institution from becoming insolvent such 
inspections will certainly help the institutions to detect at an earlier 
date any signs of insolvency. 

Federal Housing Administration—The bill authorizes use of 
$5,900,000 of corporate funds for administrative expenses, which is 
an increase of $275,000 over the 1955 authorization and is a decrease 
of $750,000 in the request for 1956. For nonadministrative expenses 
the limitation has been established at $33,000,000, an increase of 
$1,440,000 over 1955. 

During ‘pede a the costs for administering the loan guarant 
programs of the Federal Housing Administration were compared with 
those of the Veterans Administration and the FHA costs are clearly 
too — It is suggested that the Administrator examine such costs 
- e such steps as are necessary to get them on a more realistic 

asis. 

Public Housing Administration—The Committee recommends 
$8,000,000 for administrative expenses of this agency, a reduction of 
$800,000 in the budget estimate and an increase of $650,000 over the 
appropriation for 1955. The increase is to enable the Administration 
to examine the local housing authority budgets more carefully and 
effect such economies as are warranted. Some additional housin 
units are coming into operation which also justify the amount o 
increase recommended. 

In connection with the plan of the Administrator of the Housing and 
Home Finance Agency to have offices for each of the several constituent 
agencies in the same cities, it was testified during the hearings that it 
would cost the Public Housing Administration an additional $170,000 
annually to establish an office at Philadelphia. The Committee 
believes in this instance that it is an unwarranted expenditure and 
requests that such a move not be made. 

Annual contributions.—The amount of annual contributions recom- 
mended for 1956 is $80,000,000, an increase of $16,050,000 over 1955 
and a reduction of $7,000,000 in the budget estimate. The PHA is 
authorized to issue Treasury notes and obligations up to $1.5 billion 
and the Government could be required to appropriate up to $336,000,- 
000 annually as payments on annual contributions contracts with 
local public housing authorities. As public housing units come into 
occupancy the Federal government is required by terms of the annual 
contributions contracts to guarantee the amortization costs of the 
projects. To the extent amortization costs cannot be supported with 
rents collected, the Federal government must make annual contribu- 
tions. Often the costs of the program are not seen until several years 
after a public housing project is authorized and some time after the 
units of a project become occupied, and then it is too late to exercise 





UNIVERSITY OF MICHIGAN LIBRARIES 





12 INDEPENDENT OFFICES APPROPRIATIONS, 1956 


control over such obligations. The only control over contributions js 
through close supervision of the operating practices of individual 
housing authorities, and the authorizations of annual contributions 
contracts in the initial instance. 

There is no new authorization in this bill for the construction of any 
new public housing units for the fiscal i 1956. However, in the 


President’s Budget he states that he will send to Congress a request 
for 35,000 public housing units, but the Committee is advised by the 
House Committee on Banking and Currency which has jurisdiction 
over the matter that at the time of writing this report the President 
has not sent his housing request to the Congress. 


INTERSTATE COMMERCE COMMISSION 


The Committee in recommending the full budget estimate of 
$11,975,000 for 1956, which is an increase of $305,000 over the amount 
for 1955, recommends consolidated language for this item as proposed 
in the Budget, and has inserted a limitation in the bill earmarking 
the full budget amount of $1,684,000, for railroad safety and loco- 
motive inspection. 

The Committee believes that if railroad safety and locomotive 
inspection activities can be consolidated administratively the Com- 
mission can do its job more efficiently and the amount of inspection 
that can be done will be increased with the same amount of money. 
The Committee directs that no reduction be made in the number of 
inspectors and that the same activities be financed from this item as 
have been financed from the appropriations for railroad safety and 
locomotive inspection in the past. 

During hearings on the bill the Committee questioned the necessity 
of maintaining separate organizations for the Section of Certificates 
and the Section of Complaints of the Bureau of Motor Carriers and 
can see no apparent reason why the two sections cannot be consolidated 
into one organization and recommends that such a move be effected 
by the Commission without delay. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


Salaries and expenses—The Committee recommends $56,000,000 
for this purpose, which is an increase of $3,760,000 over the amount 
available in 1955 and a decrease of $7,500,000 in the budget estimate. 
The amount in the bill will provide for approximately 7,631 employees 
as compared to 7,421 for 1955. New facilities are coming into opera- 
tion at all of the laboratories and additional funds are required for 
1956 over 1955. 

Construction and equipment.—The estimates provide for construc- 
tion of 13 different construction projects at three laboratories and one 
field station at an estimated cost of $13,000,000 and the Committee 
has approved $11,700,000 for such purposes. If the NACA will place 
the projects open for competitive bids and watch construction costs 
carefully the entire program should be accomplished within the amount 
provided. 

NATIONAL CAPITAL HOUSING AUTHORITY 


The bill contains the budget estimate for $37,000 for operation of 
112 low-rent housing projects and 30 nonresidential units under title I 
of the Alley Dwelling Act. Other operations of this housing authority 
are subject to the supervision of the Public Housing Administration 
in the same manner as public housing for other cities. 
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NATIONAL SCIENCE FOUNDATION 


Salaries and expenses—The Committee recommends the same 
amount for this purpose as in 1955 of $12,250,000, a reduction of 
$7,750,000 in the budget estimate. Appropriations for this agency 
have been increasing steadily each year and the Committée has denied 
the increase requested for 1956. approving the amount contained 
in the bill the Committee has not reduced the amount for stipends 
from the amount contained in the Budget, but it has specifically 
denied $75,000 for grants for foreign travel under the grant programs. 
The agency should also continue to keep its administrative costs at a 
minimum as required last year. 

International povhernerad year.—The bill provides an appropriation 
of $10,000,000 for these studies, a decrease of $1,000,000 in the esti- 
mate, which amount is intended to complete the funding of this 
program, 

NATIONAL SECURITY TRAINING COMMISSION 


Until the legislative committee acts on the subject matter of UMT 
the Committee has denied funds for this Commission. The Congress 
has rejected proposals for universal military training on a number of 
occasions aa in view of that fact the Committee can see no further 
need for this Commission, which is concerned primarily with activities 
relating exclusively to the universal military training program. To 
continue this Commission longer with its small wetkion can only 
result in waste of public funds. 


RENEGOTIATION BOARD 


The Committee has included $3,750,000 for the Board’s activities 
in 1956, a reduction of $500,000 in the budget estimate and $750,000 
below the appropriation for 1955. As a result of recent amendments 
to the basic act the workload for 1956 for this Board should be below 
that of previous years and the appropriation required can be reduced 
accordingly. 


SECURITIES AND EXCHANGE COMMISSION 


The bill provides $4,875,000, which is $125,000 more than was 
available in 1955 and is a decrease of $122,000 in the budget estimate. 
The additional amount over 1955 is for an increase in field activities 
tah the most important regulatory activities of the Commission are 
ocated. 

SELECTIVE SERVICE SYSTEM 


The Committee recommends an appropriation of $26,958,875 for 
this purpose in 1956, together with the unobligated balance of 
$1,226,000 of prior year funds, making a total for 1956 of $28,184,875. 
This is $515,125 Jess than the budget estimates and $818,188 less than 
the amount available in 1955. The small decrease is in national and 
state administration where the amount approved for national adminis- 
tration is the same as actual expenditures during 1954 and the amount 
for state headquarters has been reduced by $324,414 under 1955. The 
full budget estimate of $20,963,700 has been approved and earmarked 
in the bill for local boards. 
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VETERANS ADMINISTRATION 


The committee recommends a total of $4,463,126,000 for the Vet- 
erans Administration for the fiscal year 1956, as compared with a 
total of $4,195,263,800 for the fiscal year 1955. The amount recom- 
mended is $267,862,200 more than the 1955 appropriation and is 
$10,756,000 above the budget estimate. 

Appropriations for all hospital, insurance, and benefit programs are 
approved in full, and an additional $16,885,000 over the budget esti- 
mate has been added in the bill to start the rebuilding of some of the 
older hospitals. The only reductions recommended in the Veterans 
Administration are in the item for administrative expenses in non- 
medical programs which is reduced by $5,300,000, and in the item for 

nts to the Republic of the Philippines which is reduced by $129,000. 
table of the amounts in the bill for each item is as follows. 


Veterans Administration appropriations for fiscal year 1956 























Recommended 
Appropria- Budget esti- 
Ttem tions, 1955 | mates, 1956 | 1 the Dill for 
General operating expenses... ....-....-..--.......-----. $167, 672, 300 $160, 300, 000 $155, 000, 000 
Medical administration and miscellaneous operating 
GRIN, 2 ieccnkbncnktctddcsdecanscctés ebddmaaaads 14, 654, 000 15, 294, 000 1 
OIE WING iain es cbs rennntncsncpcdnsrakbdemhanns 992, 619, 000, 000 619, 000, 000 
CIOS CONS i ech nivhnenstccedcstasunenahohusedenun 82, 134, 000 089, 000 82, 
Maintenance and operation of supply depots_........... 1, 654, 000 1, 578, 000 1, 578, 000 
Total, administrative appropriations. ............. 860, 106, 800 878, 261, 000 872, 961, 000 
Compensation and pensions...............-.....-...... 2, 675, 000, 000 | 2, 800, 000, 000 2, 800, 000, 000 
Readjustment heneits...-.-<... cnckcicnkisinonsqudsaid 627, 097, 000 627, 097, 000 
Military and Naval insurance. ....................-...-. 4, 932, 000 4, 868, 000 4, 868, 000 
National service life insurance..............-.... 30, 570, 000 $1, 300, 000 81, 300, 000 
men’s indemnities..............-.....-.. 30, 000, 000 40, 500, 000 40, 500, 000 
Grants to the Republic of the Philippines 2, 175, 000 2, 629, 000 2, 500, 000 
Hospital and domiciliary facilities...._.................. 47, 000, 000 13, 815, 000 30, 000, 000 
Major alterations, improvements, and repairs_.......... 3, 480, 000 3, 900, 000 3, 900, 000 
Total, benefit appropriations. ....................-. 3, 335, 157,000 | 3, 574, 109, 000 3, 573, 980, 000 
Grand total, Veterans Administration............ 4, 195, 263,800 | 4, 452, 370, 000 4, 463, 126, 000 














General operating expenses.—The Committee recommends an ap- 
propriation of $155,000,000 for administrative expenses for all pro- 
grams except the medical program. Savings are being made in the 
operation of the insurance program, and the Committee has made a 
reduction of $3,000,000 in the estimate of the amount that will be 
required. The remaining part of the reduction is in the request for 
funds for general administration and office services where the costs 
are too high. 

The amount requested for administering the loan guaranty program 
appears to the Committee to be lower than an amount that can 
reasonably be expected to be required based on the high level of con- 
struction in the housing industry as testified to by both the Veterans 
Administration and the housing agencies. The amount for adminis- 
trative — of the loan guaranty program has accordingly been 
increased by the Committee $1,000,000 to make a total amount for 
such purpose $15,150,000, and the amount has been earmarked in the 


—_— e of the bill. 

he bill also includes the language that has been requested which 
will permit $300,000 to be used for a special study of the compensa- 
tion and pensions program. 
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Inpatient care.—The bill provides the full amount of $626,229,600 
requested for the care and treatment of an average of 131,484 bene- 
ficiaries in VA hospitals, contract hospitals, and domiciliary facilities, 
including reimbursements estimated at $7,229,600. This is an increase 
of $25,102,600 over the amount available for such treatment in 1955 
and is an additional 3,914 patients per day for 1956 over 1955. There 
are no new hospitals coming into operation during 1956 and -the 
increase is to provide for the care of an increased number of patients. 

Outpatient care—-The Committee has provided the full budget 
estimate of $82,039,000, which includes $11,500,000 for outpatient 
fee basis dental care. Substantial progress has been made in reducing 
the backlog in dental care and by the end of 1956 it will have been 
reduced from over 300,000 cases to an estimated 53,000. 

Compensation and pensions, and readjustment benefits —The Com- 
mittee has recommended the full amount for these two items, which 
is $2,800,000,000 for pensions and $627,097,000 for readjustment 
benefit payments. Both amounts are greater than the appropriation 
for such purposes in 1955 and will finance compensation payments to 
veterans at the increased rates as provided in recent legislation, and 
will provide for benefits to the increased number of veterans who are 
coming out of service after serving in the Korean emergency. 

The provisos that have been included in the bill for a number of 
years en eligibility for dental care and preventing payment of 

tuities to lending institutions under the loan guaranty program 
ve been made permanent legislation. 

Grants to the Republic of the Philippines—The bill provides an 
ya eye of $2,500,000 for this purpose, which is an increase 
of $325,000 over the amount provided in fiscal 1955 including the 
amount in a recent supplemental appropriation, and is a decrease of 
$129,000 in the budget estimate. Public Law 421 of the 83rd Con- 
gress extended the initial authorization for this program another five 
years and provided for a maximum grant of $2,500,000 in calendar 
year 1956, and the committee has approved the same amount for the 
fiscal year. 

Hospital and domiciliary facilities—The Committee considered a 
budget estimate of $13,815,000 for this item and has increased this 
amount to $30,000,000. During hearings the Administrator testified 
that the Veterans Administration was currently making a survey of 
the hospital facilities to determine what hospitals should be replaced 
and which hospitals need extensive modernization. The results of 
the surveys are already startling. The Veterans Administration is 
ready to move now and requested $20,000,000 of the Bureau of the 
Budget this year for the program, which was denied. The Com- 
mittee is of the opinion there is no need for delaying this program 
because a great amount of work will have to be done. The whole 
purpose of the modernization of older hospitals is to bring the present 
~_ up to date instead of building new and additional hospitals. 

uch money can be saved by modernizing rather than having a new 
hospital construction peogrem. 

e most urgently needed type of bed is for neuropsychiatric care. 

The Committee respectfully requests the Veterans Administration to 

ive consideration to the essential needs of these neuropsychiatric 

ospitals such as Murfreesboro and others serving similar purposes all 
over the nation. 
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LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 
On page 4, in connection with the Civil Service Commission: 


The Civil Service Commission shall not impose a requirement or limitation of 
marimum age with respect to the appointment of — to positions in the competitive 
service who are otherwise qualified: Provided, t no person who has his 
seventieth birthday shall be appointed in the competitive civil service on other than a 
temporary basis. 


On page 9, in connection with the Federal Power Commission: 


Provided That of this appropriation not to exceed $600,000 shall be available for 
surveys and studies (including publications and mans) relating to the electric power 
industry and for furnishing assistance and information relating to regulation and 
surveys thereof; not to exceed $100,000 shall be available for surveys and studies (in- 
cluding publications and maps) relating to the natural gas industry and for furnishing 
assistance and information relating to regulation and surveys thereof; and not to ex- 


ceed $200,000 shall be available for investigations relating to Federal river development 
projects. 


On page 20, in connection with the Housing and Home Finance 
Agency: 


and the salary of a general counsel, but not in addition to staff otherwise authorized, 
which shall hereafter be at the salary rate of grade GS-18 so long as such posilion is 
occupied by the present incumbent; 


On pages 21 and 22, in connection with the Housing and Home 
Finance Agency: 


Provided further, That no funds available to the Housing and Home Finance Agency 
or its constituent agencies shall be available for any advance, loan, contract for a capital 
grant, or contract for annual contributions, under title 1 of the Housing Act of 1949, 
as amended (42 U.S.C. 1452, 1453), under sections 314, 701 and 702 of the Housing 
Act of 1954 (Public Law 560, approved August 2, 1964), under section 108 of the 
Reconstruction Finance Corporation Liquidation Act, as amended (40 U.S. C. 469), 
under title IV of the Housing Act of 1950, as amended (12 U. 8. C. 1749), or under 
sections 9 and 10 of the Housing Act of 1937,as amended (42 U.S. C. 1409, 1410), 
unless any such proposed advance, loan, contract for a capital grant, or contract for 
annual contributions is approved by the Committees on Banking and Currency of the 
Senate and House of Representatives. 


On page 28, in connection with the Veterans Administration: 


(b) $800,000 shall be available as the President may direct for a special study of the 
compensation and pensions program: 


On page 31, in connection with the Veterans Administration: 


Provided, That hereafter no part of any appropriation to the Veterans Administration 
shall be available for outpatient dental services and treatment, or related dental ap- 
pliances with respect to a service-connected dental disability which is not compensable 
in degree unless such condition or disability is shown to have been in existence at time 
of discharge and application for treatment is made within one year after discharge: 

ovided further, this limitation shall not apply to adjunct outpatient dental 
services or appliances for any dental condition associated with and held to be = 
ing disability from such other service-incurred or service-aggravated injury or disease. 


On page 32, in connection with the Veterans Administration: 


Provided, That hereafter no part of any appropriation to the Veterans Administration 
shall be available, in connection with any tel authorized by title III of the Service- 


men’s Readjustment Act of 1944, as amended (38 U. 8S. C. 694-694n), for payment 
to the lender by the Administrator of Veterans Affairs, or for credit on the loan, of 
an amount equivalent to 4 centum of the amount originally loaned, guaranteed 
or insured by the Velerans Administration: 
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On page 42, in connection with the Home Loan Bank Board: 


Provided further, That members of the Federal Savings and Loan Advisory Council 
shall be entitled to reimbursement from the Board for transpcertation expenses incurred 
in attendance at meetings of such Council and may be paid not to exceed $26 per 


diem in lieu of subsistence: 


COMPLIANCE WITH RULE XIII—CLAUSE 3 


The following is submitted in compliance with clause 3, of rule XIII: 


PENDING BILL 


On page 20, line 18, to page 21, line 1, 
in connection with the Housing and 
Home Finance Agency; Office of the 
Administrator: 


Provided, That the clause under this head 
in the “Independent Offices Appropriation 
Act, 1955", relating to the Administra- 
tor’s general supervision and coordination 
responsibilities, is amended to read as 
follows: “and the Administrator's general 
supervision and coordination responsi- 
bilities under Reorganization Plan Num- 
bered 3 of 1947 shall hereafter carry full 
authority, where applicable, to promote 
economy, efficiency and fidelity in the 
operations of the Housing and Home 
inance Agency”: 


EXISTING LAW 


Public Law 428, 83d Congress, under 
the Housing and Home Finance Agency, 
Office of the Administrator: 


and the Administrator’s general super- 
vision and coordination responsibilities 
under Reorganization Plan Numbered 3 
of 1947 shall hereafter carry full author- 
ity to assign and reassign functions, to 
reorganize and to make whatever 
changes, including the reallocation and 
transfer of administrative expense funds 
and authority where applicable, neces- 
sary to promote economy, efficiency and 
fidelity in the operations of the Housing 
and Home Finance Agency: 
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1st Session 


84rH CONGRESS ' HOUSE OF REPRESENTATIVES { REPORT 


No. 305 





TAX RATE EXTENSION ACT OF 1955 





Marcn 28, 1955.—Ordered to be printed 





Mr. Cooper, from the committce of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany H. R. 4259] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 4259) to 
provide a one-year extension of the existing corporate normal-tax rate 
and of certain existing excise-tax rates, and to provide a £20 eredit 
against the individual income tax for each personal excmption, having 
met, after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendments of 
the Senate numbered 1 and 2 and agree to the same. 

That the House recede from its disagreement to the amendment of 
the Senate to the title of the bill and agree to the same. 


JERE CoopEr, 

W. D. Mitts, 

Dantet A. REep, 

Tuomas A. JENKINS, 
Managers on the Part of the House. 

Harry F. Byrp, 

Watrer F. Grorce, 

By H. F. B: 

Rosert S. Kerr, 

E. D. MivurKrn, 

Epwarp MartINn, 
Managers on the Part of the Senate. 





UNIVERSITY OF MICHIGAN LIBRARIES 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 4259) to provide a one-year extension of the existing 
corporate normal-tax rate and of certain existing excise-tax rates, 
and to provide a $20 credit against the individual income tax for each 
personal exemption, submit the following statement in explanation 
of the effect of the action agreed upon by the conferees and recom- 
mended in the accompanying conference report: 

Amendment No. 1: The first section of the House bill authorized 
the bill to be cited as the “Revenue Act of 1955”. The Senate 
amendment authorized the bill to be cited as the “Tax Rate Extension 
Act of 1955”. The House recedes. 

Amendment No. 2: Sections 4 and 5 of the House bill provided for 
a credit against the individual income tax in an amount equal to $20 

: multiplied by the number of exemptions allowed as deductions in 
computing taxable income. The credit applied to taxable years 
beginning after December 31, 1955. The Senate amendment struck 
out sections 4 and 5 of the House bill. The House recedes. 

Amendment to the title: The Senate amendment to the title of the 
bill conformed the title to the amendments made by the Senate to the 
text of the bill. The House recedes. 























JERE Cooper, 
i W. D. Mitts, 
aA Dante A. REED, 
Tuomas A. JENKINS 
Managers on the Part of the House. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 306 





AMENDING THE ACT OF JULY 31, 1947 (61 STAT. 681) 





Marca 28, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Eneiz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany. H. R. 230) 


The Committee on Interior and Insular Affairs to whom was re- 
ferred the bill (H. R. 230) to amend the act of July 31, 1947 (61 Stat. 
681), having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

Page 1, line 7, following the word “sand,” insert the word 
“common’’. 

Page 1, lines 7 and 8, strike the words “pumice, pumicite,” and 
insert in lieu thereof the words “common varieties of pumice and 
pumicite,”’ 

Page 2, line 16, add the following new sentence: 

For the purposes of this Act, common varieties of pumice and pumicite shall not 
include so-called “‘block pumice’’, which occurs in Nature in pieces of 2 inches or 
more in one dimension. 

Page 2, line 19, following the word “forests’’, insert the words ‘“‘and 
other lands administered by the Secretary of Agriculture’”’. 

Page 2, lines 19 and 20, strike the words “national-forest” and 
insert in lieu thereof the word “such”’. 

Page 3, line 1, following the word “‘in’’ strike the words “said Act,” 
and insert in lieu thereof the words “sections 5 and 6 of this Act,”. 

Page 3, following line 3, add the following new section: 


Sec. 7. Nothing in sections 5 and 6 shall affect the validity or patentability of 
any valid mining claim located before the date of their enactment. 


BACKGROUND OF THIS LEGISLATION 


_ Because of the nature of the broader questions involved in applica- 
tion of the general mining laws to the problem dealt with in the legis- 
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lation here reported, it is believed that some reference thereto would 
aid in an understanding of the aim of H. R. 230, as reported. 


Problems under the general mining laws 


The Federal mining laws were designed to encourage individual 
exploration and development of public mineral lands, looking toward 
ultimate private ownership of the lands. Under these laws, a prospec- 
tor can go out on the public lands not otherwise withdrawn, locate a 
mining claim, search out its mineral wealth, and—if discovery of 
mineral is made—can then obtain a patent. The property is then 
his to develop or sell according to his own initiative and desire. 

If fraudulent locations are made for purposes of obtaining the use 
of such lands for other than legitimate mining activities, the Govern- 
ment has the right to refuse patents to these locations, or to attack 
them in court. 

The Committees on Interior and Insular Affairs of both the House 
and Senate have in the past several years been made increasingly 
aware of abuses under the mining laws by those persons who locate 
mining claims on public lands for purposes other than legitimate 
mining activity. Such locators may, in reality, desire the sites for 
commercial enterprise such as filling stations, curio shops, cafes, or for 
residence or summer camp purposes. If application is made for 
residence or summer camp purposes under Federal law other than the 
mining laws, sites usually embrace “‘small tracts,” e. i., 5-acre tracts; 
on the other hand, locations on public domain under the mining laws 
provide for utilization and control of approximately 20-acre tracts. 

If location is made under the mining law for purposes other than legit- 
imate mining activity, the locator may satisfy the requirements of the 
mining laws by doing the required amount of assessment work, which 
may consist only of digging a hole, putting in building foundation, ete. 

Valid locations pay off in minerals; fraudulent locations pay off in 
dollars, and add nothing to our mineral wealth. 

As has been indicated, the Government can refuse patents where a 
fraudulent purpose is evident, or attack the location in court, which 
raises this problem: if locations must be proven fraudulent in court 
before dispossession, the mineral laws must be so drawn or so framed 
as to make clear to locators what can and cannot be done; at the same 
time, continual interference by Federal agencies hampers and dis- 
courages the development of our mineral resources, development 
which has been encouraged and promoted by Federal mining laws 
since shortly after 1800. 

Legislation dealing with this problem was considered and reported 
during the 83d Congress, but failed to get action before adjournment. 
Similar legislation aimed at stopping abuses under the general mining 
laws is now pending before the committee. 

Related problems have arisen in another area of resource utilization, 
these involving the materials resources on the public domain. 


Problems Under the Materials Act 


The act of July 31, 1947 (61 Stat. 68), as amended by the act of 
August 31, 1950 (64 Stat. 571; 43 U. S. C. 1185-1188) is commonly 
known as the Materials Act. This act authorizes the Secretary of the 
Interior to dispose of materials including but not limited to sand, 
stone, gravel, yucca, manzanita, mesquite, cactus, common clay, and 
timber or other forest products, on public lands of the United States, 
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excepting lands in national forests, parks or monuments, Indian 
lands, or lands set. aside or held in trust for the use or benefit of Indians. 
In its present form the act authorizes the Secretary to sell, or issue free 
use permits for, the materials mentioned only if the disposal thereof— 


is not expressly authorized by law, including the United States mining laws. 


Problems arising under the Materials Act have been delineated by 
the Department of the Interior in this language: 


Many of these commonplace materials are found in deposits of varying thickness 
over the earth’s surface. They can be removed usually by stripping the surface 
in a very short period of time. Those genuinely interested in the use or sale of 
these materials ordinarily have no real interest in title to the land itself. The value 
of such materials is difficult to ascertain, moreover, since it depends so much on 
incidental factors like the proximity of the deposits to prospective consumers, 
local needs, and the like, rather than on any generally recognized value of the 
materials such as may be ascribed to valuable deposits of gold, coal, or similar 
minerals. 

Serious difficulties are encountered, consequently, by both the Federal Gov- 
ernment and the public in determining whether deposits of sand, stone and these 
other materials on public lands are subject to the general mining laws (which 
apply to valuable mineral deposits) or may be disposed of by sale or free use 
permits under the Materials Act. Many of those sincerely interested in the 
commercial or local use of the materials would prefer to gain security and recog- 
nition of definite and exclusive rights to remove the materials by contract or 
permit, rather than face the problems involved in proving the existence of a valid 
mining location. 

If patent is acquired as contemplated under the general mining laws, it is likely 
that the lands often will be abandoned and title forfeited for nonpayment of 
local taxes after the materials have been removed from the lands. If, on the 
other hand, disposals of these materials were made under the Materials Act so 
that title to the lands does not leave the Government, the lands may be put to 
other beneficial land uses under the public-land laws. 

A particulariy serious land probiem is created in the case of persons who occupy 
public lands for purposes other than development of minerals under the guise of 
making locations under the general mining laws for sand, stone, or other ma- 
terials of the type mentioned in the proposed bill. Because of the wide dispersal 
of these materials, whether actually of substantial value or not, it is a simple 
matter to establish a claim which needs considerable effort and expense for the 
Government or other interests to contest. Serious injuries may be done to the 
lands involved and the full utilization of the lands prevented. In many cases, 
the development of these materials is impeded by claimants who tie up the lands 
without any intention of vigorous development of the resources. 


From the foregoing, the committee has again concluded that two 
principal needs should be met by early congressional action: 

1. To provide a better and more orderly means of disposing 
of materials under the Materials Act in a manner which would 
serve the greater public interest; and 

2. To prevent the acquisition of public lands for uses other 
than mining by means of location under the mining laws based on 
the existence of deposits of sand, stone, gravel, pumice, pumicite, 
and cinders —common materials of widespread occurrence. 

Enactment of H. R. 230, incorporating the recommended amend- 
ments, will, the committee believes, meet these needs, 


EXPLANATION OF H,. R, 230 


As introduced, H. R. 230 would add two new sections to the Mate- 
rials Act of 1947, as amended: a new section 5 providing that deposits 
of sand, stone, gravel, pumice, and pumicite, and cinders on public 
lands of the United States must be disposed of exclusively under the 


UNIVERSITY OF MICHIGAN LIBRARIES 











4 AMEND THE ACT OF JULY 31, 1947 (61 STAT. 681) 


Materials Act; a new section 6 which would make the legislation 
applicable also to lands in the national forests, in which case the 
Fr mentioned would be disposed of by the Secretary of Agri- 
culture. 

The committee has adopted the language of the bill as introduced, 
together with amendments. Minor amendments to section 5 refer 
to ‘common stone” and “common varieties of pumice and pumicite,”’ 
in a belief that a distinction should be drawn between common varieties 
of these materials and those stones and pumicite materials which are 
essentially mineral in character because of special properties, or 
because they contain or are composed of mineral elements not ordi- 
narily found in the common varieties of such materials. 

Amendments to the new section 6, having to do with lands under 
jurisdiction of the Secretary of Agriculture make clear an intent to 
include within the provisions of the Materials Act certain other 
categories of lands, primarily lands administered under the provisions 
of title III of the Bankhead-Jones Farm Tenant Act. The Depart- 
ment of Agriculture’s report states that it is believed desirable that 
the provisions of the bill be applicable to these lands as well as to the 
national forests. 

Finally, the committee has adopted an amendment, in the form of a 
new section 7, to protect existing rights. If enacted, this provision 
would make it clear that only claims located after date of enactment 
are affected, and that the validity or patentability of any valid mining 
claim located before the bill’s enactment are unaffected. 


DEPARTMENTAL REPORTS 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 9, 1955. 
Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


Dear ConGREssMAN ENGLE: This is in reply to your request of February 1, to 
the Department’s representative attending hearings before your committee on a 
group of bills, for a report on H. R. 230, a bill to amend the act of July 31, 1947 
(61 Stat. 681). You also requested that the Department’s report be forwarded 
promptly to you without reference to the Bureau of the Budget. 

AP a. recommend enactment of H. R. 230 with the amendments as suggested 
ow. 

H. R. 230 would remove the disposal of sand, stone, gravel, pumice, pumicite, 
and cinders on public lands from the purview of the United States mining laws, and 
make the disposal of such material subject to a permit system under the Materials 
Act of July 31, 1947. It would also amend that act so as to give the Secretary of 
Agriculture with respect to national-forest lands the same authority as to the 
materials described in section 1 of the bill as the 1947 act vests in the Secretary of 
the Interior for lands under his jurisdiction. It is our understanding that it is 
not intended by this bill to affect any other authority which the Secretary of Agri- 
culture now has to dispose of any of the materials described in section 1 of the 
Materials Act. 

This Department has reported favorably on an identical bill, H. R. 334 of the 
83d Congress, and a similar bill, H. R. 4916 of the 82d Congress, both of which 
passed the House with amendments. 

Enactment of H. R. 230 would stop the location of mining claims for the specified 
materials, many of which are marginal in nature, in order to obtain title to valuable 
land, water, timber, recreational, or other resources of the national forests which 
are unrelated to or are unnecessary for the conduct of mining operations. The 
specified materials can be disposed of equitably under a permit or lease system. 
It is especially important that pumice and pumicite be retained in the bill, because 
of the ees acreage of low-grade pumice on the national forests which is not of 
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commercial value but which is now serving as a basis for mining claims and thus 
affecting valuable stands of timber. 
The following amendments are recommended: 

(1) Page 1. lines 7 and 8. Strike “pumice, pumicite” and insert in lieu 
thereof ‘‘common varieties of pumice and pumicite’’. 

(2) As a corollary of the above recommendation, add on page 2, line 16, 
after the wood “location.” the following sentence ‘For the purposes of this 
Act, common varieties of pumice and pumicite shall not include so-called 
“block pumice”, which occurs in Nature in pieces of 2 inches or more in one 
dimension.” 

(3) Page 2, line 15. After the words “prior to the date of”, insert the 
phrase “, or where made without publication the contract was entered into 
prior to,”. This addition is desirable to protect small permittees or lessees 
whose permits or leases would not have to be advertised or published under 
the provisions of the bill. 

(4) Page 2, line 19, after ‘“‘national forests” insert “and other lands ad- 
ministered by the Secretary of Agriculture’. Also page 2, lines 19 and 20, in 
lieu of “‘national-forest lands” insert “‘such lands.” Also page 3, lines 2 and 3, 
strike ‘“‘within the national forests” and insert in lieu thereof ‘‘administered 
by the Secretary of Agriculture’’. 

The above recommendations are necessary to include within the provisions 
of the bill certain other categories of lands, mostly lands administered under 
the provisions of title III of the Bankhead-Jones Farm Tenant Act, which 
are administered under the direction of this Department. It is desirable 


that the provisions of the bill be applicable to these lands as well as to the 
national forests. 


5) Page, 2, line 7, strike ‘other’. 
fe think it more consistent with the purpose of the bill to consider sand, 
stone, gravel, pumice, pumicite, and cinders as materials rather than minerals. 
In view of the time limitation, we have not obtained the advice of the Bureau 
of the Budget regarding the relationship of this bill to the program of the President. 
Sincerely yours, 
E. L. Pererson, 
Assistant Secretary. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 15, 1956. 
Hon. Crarr ENGL, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. 


My Dear Mr. Enate: This is in reply to your request for the views of this 
Department on H. R. 230, a bill to amend the act of July 31, 1947 (61 Stat. 681). 

I recommend that H. R. 230 be enacted, if amended as suggested below. 

H. R. 230, if enacted, would add two new sections to the act of July 31, 1947 
(61 Stat. 681), as amended by the act of August 31, 1950 (64 Stat. 571; 43 U.S. C. 
secs. 1185-1188), commonly known as the Materials Act. Under section 5 of the 
bill deposits of sand, stone, gravel, pumice, pumicite, and cinders on public lands 
of the United States would be disposed of exclusively under the Materials Act. 
Section 6 of the bill would make the legislation applicable also to lands in the 
national forests, although in such cases the materials mentioned would be dis- 
posed of by the Secretary of Agriculture. 

Under H. R. 230 locations under the United States mining laws (30 U. S. C. 
22, et seq.) could be made on lands containing such materials if the locations were 
based upon the discovery of other materials specifically named in the notice of 
location, which are subject to the mining laws. Rights acquired under such 
mineral location and patent would be subject to, and would not interfere with, 
the rights of any purchaser to purchase and remove the materials under contract 
of sale made prior to the recordation of the mineral location. 

The Materials Act in its present form authorizes the Secretary of the Interior 
to sell or issue free use permits for the materials mentioned on the public lands 
only if the disposal thereof is not expressly authorized by law, including the 
United States mining laws. 

Many of the commonplace varieties of the materials mentioned are found on 
public domain and forest lands in various forms and values. Frequently they 
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can be removed by stripping off the surface in a very short period of time. In 
many instances, those interested in the use or sale of such materials have no 
interest in acquiring title to the land itself. In many cases considerable difficulty 
is encountered both by the Federal Government and the public in determining 
whether deposits of the minerals mentioned are subject to the general mining 
laws (which apply to valuable mineral deposits), or may be disposed of by sale 
or free use permits under the Materials Act. Many persons interested in the 
commercial or local use of such minerals would prefer to purchase and remove 
the same under contract or permit, rather than to proceed under the mining laws. 

A particularly serious land problem is created in the case of persons who occupy 
public lands for purposes other than development of minerals under the guise 
of making locations under the general mining laws for materials of the types 
mentioned in the proposed bill. Because of the wide dispersal of these materials, 
whether actually of substantial value or not, it is a simple matter to establish 
a claim which needs considerable effort and expenses for the Government or 
other interests to contest. Serious injuries may be done to the lands involved 
and the full utilization of the lands prevented. In many cases, the development of 
these materials is impeded by claimants who tie up the lands without any inten- 
tion of vigorous development of the resources. 

In addition, the enactment of the proposed legislation would, where feasible, 
make possible the development of these materials on lands reserved from the 
operation of the mining laws. There is often, in such areas, a serious trespass 
problem. The Solicitor of this Department has determined in an opinion, M- 
36056, of November 10, 1950, that the Materials Act is inapplicable to materials 
that would be subject to the mining laws except for the fact that they are situated 
on lands that have been withdrawn from the operation of those laws. He said, 
in part, that the particular provision which defines the scope of the Materials Act 
for this purpose “appears to contemplate a situation where there is no other 
express statutory authority for the disposal of a particular material, and not a 
situation where there is such authority but it is temporarily suspended as to the 
material in certain land by virtue of a withdrawal of the land. The word ‘tem- 
porarily’ was used in the sense that a withdrawal can be revoked by the executive 
branch at any time, and this is equally true of a ‘permanent’ withdrawal and a 
withdrawal under the 1910 act.” 

However, though endorsing the purposes of H. R. 230, the Department recom- 
mends that several amendments be made to it. Following ‘‘Deposits of”’ in line 
7 of page 1 the words ‘“‘common varieties of” should be inserted. It is believed 
that a distinction should be drawn between common varieties of the materials 
listed in section 5 and those sands, stones, and other materials like marble, mona- 
zite sands, and gypsum, which are essentially mineral in character, because of 
special properties, or because they contain or are composed of mineral elements 
not ordinarily found in the common varieties of such materials. All except the 
common varieties should, therefore, remain subject to the general mining laws 

In line 7, page 2, the word ‘other’ should be stricken. To consider common 
varieties of sand, stone, gravel, pumice, pumicite, and cinders as materials would 
be more consistent with the purposes of the bill than to consider them as minerals. 
In order to protect small permittees or lessees whose permits or leases would not 
have to be advertised or published under the provisions of the bill, it is suggested 
that the words ‘‘, or where such contracts, if made without publication, were 
entered into prior to,’”’ be inserted after the words ‘“‘prior to the date of’’ in line 
15, page 2. It is also suggested that the period at the end of the proposed section 
5 be stricken and the following substituted therefor: ‘‘and an appropriate reserva- 
tion of such contractual rights shall be inserted in the patent.’ 

Furthermore, it is suggested that there be added to the end of section 5 a new 
sentence reading: ‘For the purposes of this Act, common varieties of pumice and 
pumicite shall not include so-called ‘block pumice’ which occurs in nature in pieces 
two inches or more in one dimension.’’ This addition of this sentence would seem 
desirable in order to meet the objections made by pumice miners to H. R. 334, 
83d Congress, a bill similar to H. R. 230. Such a provision was subsequently 
included in 8. 3347, 83d Congress, a bill similar in many respects to H. R. 230. 

Furthermore, certain amendments of a clarifying nature are needed. The 
purposes of the proposed section 6 would seem to be more satisfactorily achieved 
by adding a new section to H. R. 230 which would delete the words “national 
forest’’ from section 1 of the Materials Act (43 U.S. C., sec. 1185), and by striking 
the first two sentences of the proposed section 6 and substituting therefor the 
following: 
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“In the case of national forest lands and other lands administered by him, 
the Secretary of Agriculture is authorized to make all dispositions in accordance 
with the terms, conditions, and limitations of this Act: Provided, That nothing 
herein shall be construed as superseding or placing any additional limitation upon 
any authority which the Secretary of Agriculture may otherwise have to dispose 
of such materials. All moneys received from the disposal under this Act of mate- 
rials on national forest and other lands administered by the Secretary of Agri- 
culture shall be disposed of in the same manner as other receipts from such lands.” 

The revision proposed would in the first place extend the provisions of fhis act 
to cover other lands which are administered by the Department of Agriculture. 
The inclusion of the proviso is necessary since the Materials Act includes pro- 
visions for the disposal of other materials, such as timber and other forest products. 
It is important to insure that the adequate authority already possessed in that 
respect by the Department of Agriculture will not be affected by this bill, and that 
the provisions of section 6 will be limited to common varieties of sand, stone, 
gravel, pumice, and pumicite. If the first two sentences of section 6 are amended 
as we suggest, the word “said” in the last sentence should be deleted and replaced 
by “this”. The Department of Agriculture has advised us that the bill as we 
suggest that it be amended is necessary and desirable for the administration cf 
lands under its jurisdiction. However, that Department is, of course, more 
competent than this Department to explain the desirability of such legislative 
authority with respect to the national forests and other lands administered by 
that Department. 

Finally, existing rights should be protected by the addition of a new section to 
the proposed revision of the Materials Act along the following lines: 

“Nothing in sections 5 and 6 of this Act shall affect the validity or patentability 
of any valid mining claim located before the date of their enactment.” 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this report to the Committee. 
Sincerely yours, 
Orme LEwIs, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with clause 3, rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as amended, 
as shown as follows (new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


Act oF Jury 31, 1947 (61 Star. 681), as AMeNnDED By THE Act oF Avcust 31, 
1950 (64 Star. 571; 43 U. 8. C., 1946 Ep., Supe. IV, Secs. 1185-1188) 


Sec. 5. Deposits of sand, common stone, gravel, common varieties of pumice and 
gems na and cinders when situated on public lands of the United States shall not 
e subject to acquisition under any law other than this Act, except a law providing 
for the disposition of such materials on specified areas or authorizing their disposi- 
tion for the purposes and in a manner provided in the Federal reclamation law (Act of 
June 17, 1902, 32 Stat. 388, and Acts amendatory thereof or supplementary thereto): 
Provided, That this shall not prevent the location and patenting under the United 
States mining laws of lands containing such materials, if such locations are based 
upon the discovery in said lands of other minerals, specifically named in the notice 
of location, which are subject to location under the mining laws. Rights acquired 
under such mineral location and any subsequent patent issued pursuant thereto, 
however, shall be subject to and shall not interfere wlth the righis of any purchaser 
to purchase and remove materials which have been sold under the terms of this Act 
where such contracts of sale were made pursuant to notice of sale first published 
prior to the date of recordation of said mineral location. For the purposes of this 
Act, common varielies of pumice and pumicite shall not include so-called ‘‘block 
pumice,’’ which occurs in Nature in pieces of 2 inches or more in one dimension. 
Sec. 6. The provisions of this Act insofar as it relates to the materials described 
in section 1 shall apply to lands in national forests and other lands administered by 
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the Secretary of Agriculture and such materials when situated on such lands may be 
disposed of by the Secretary of Agriculture pursuant to the terms, conditions, and 
limitations of this Act, as hereby amended. All moneys received from the disposal of 
materials by the Secretary of Agriculture under this Act shall be disposed of in the 


same manner as other receipts from the land from which the materials are disposed 
of. The word “‘Secretary,’’ as used in sections 5 and 6 of this Act, shall refer to 
the Secretary of Agriculture where lands within the national forests are involved. 

Sec. 7. Nothing in sections 5 and 6 shall affect the validity or patentability of any 
valid mining claim located before the date of their enactment. 


Similar legislation passed the House in both the 82d and 83d Con- 
resses, but in each instance failed to receive Senate consideration 
efore adjournment. 


O 








1st Session 


84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 


No. 309 





REPEAL OF BUY-BACK PROVISION OF PUBLIC LAW 480 





Marcu 29, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cootey, from the Committee on Agriculture, submitted 
the following 


REPORT 


[To accompany 8. 752} 


The Committee on Agriculture, to whom was referred the bill 
(S. 752) to amend section 102 (a) of the Agricultural Trade Develop- 
ment and Assistance Act of 1954, so as to eliminate the requirement 
that privately owned stocks exported thereunder be replaced from 
Commodity Credit Corporation stocks, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


STATEMENT 


The purpose of this bill is to remove from the Agricultural Trade 
Development and Assistance Act of 1954 (Public Law 480, 83d Cong.) 
the restrictions on disposal of surplus commodities known as the buy- 
back provision. The effect of this provision is to require that if a 
private trader sells under the authority of Public Law 480 commodi- 
ties that the Commodity Credit Corporation is in a position to supply, 
the trader may do so only if he purchases from Commodity Credit 
Corporation stocks a quantity of the commodity of comparable value. 

There was a substantial difference of opinion as to the necessity 
and value of this requirement at the time the law was enacted and 
it is now apparently the position of all interested parties that the pro- 
vision is not only unnecessary but is actually a deterrent to achieving 
the fullest possible benefit from the act. 

The bill will have the effect of relieving private exporters of the 
present requirement that they purchase commodities from Commodity 
Credit Corporation stocks as replacements for commodities exported 
from private stocks. This will apply not only to sales hereafter made 
but to sales which have previously been made, if replacements have 
not been purchased prior to the enactment of the bill. 
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The committee believes that this provision has been a substantial 
roadblock to achieving the maximum possible trade under the provi- 
sions of the act and hopes that with this impediment removed, sales 
under the authority of Public Law 480 during the current fiscal year 
may exceed the $453 million presently programed. 

At the hearing on the bill, the Department of Agriculture, the 
National Cotton Council, and the major farm organizations appeared 
in favor of the bill. There were no witnesses opposed to the measure 
and the committee knows of no opposition to it. 


DEPARTMENT REPORT 


The hearing was held on S. 752 and a similar House bill, H. R. 3231. 
In further explanation of the bill there are attached herewith the report 
of the Senate subcommittee on S. 752 and the report of the Acting 
Secretary of Agriculture on H. R. 3231. 





REPORT OF THE SUBCOMMITTEE ON AGRICULTURAL Exports OF THE COMMITTEE 
ON AGRICULTURE AND Forestry on 8. 752 


Your Subcommittee on Agricultural Exports, to whom was referred the bill 
(S. 752) to amend section 102 (a) of the Agricultural Trade Development and 
Assistance Act of 1954, so as to eliminate the requirement that privately owned 
stocks exported thereunder be replaced from Commodity Credit Corporation 
stocks, having considered the same report thereon with the unanimous recommen- 
dation that it pass with an amendment. 

The report of the Department of Agriculture recommending enactment of this 
bill as amended by the subcommittee amendment is set out at the end of this 
report. Pepresentatives of the American Farm Bureau Federation, the National 
Grange, and the National Cotton Council as well as representatives of the Depart- 
ment of Acriculture testified in support of the bill at the hearings held by your 
subcommittee, and it has also been endorsed by the American Cotton Shippers 
Association, the American Cotton Manufacturers Institute, and the National 
Grain Trade Council. No witnesses testified in opposition to the bill. 

This bill would remove the requirement that exporters of privately owned 
stocks under the Agricultural Trade Development and Assistance Act of 1954 
(Public Law 480, 83d Cong.) acauire an equivalent quantity of Commodity Credit 
Corporation stocks. At present such acquisition is required by section 102 (a) 
of that act whenever the Corporation is in a position to supply the commodity. 

The necessity of locating and purchasing replacements from stocks owned or 
under loan to the Corporation (which in the case of cotton, for most qualities, is 
currently priced above the market) hampers trade by delaying sales, increasing 
prices, and adding unnecessary administrative detail. Since generally under the 
price-support program surplus stocks flow to the Corporation, there does not 
appear to be any advantage to the Government in requiring replacement from 
Corporation stocks. Rather such requirement may cause the Government 
additional expense by increasing the Corporation’s volume of loans, acquisitions, 
and sales. For example an exporter of privately owned cotton under Public 
Law 480 must now replace that cotton which cotton owned or under loan to the 
Corporation. Under these circumstances it may be expected that the cotton 
coming out of CCC owned or loan stocks will be replaced by new cotton going 
under loan so that the net result of the present requirement is the addition of 
unnecessary redtape. On February 1 the market price for Middling 15/16-inch 
cotton at Memphis was 34 cents per pound, while the price for CCC-owned cotton 
was 36.21 cents and CCC-loan cotton of the same quality was somewhere between 
34 and 37 cents, depending on the amount the producer gets for his equity. While 
under the law, CCC could sell its cotton to replace that exported under title I of 
Public Law 480 at any price it might see fit, it has set such price at the price 
prescribed by Congress for sales for domestic use in order to encourage use of loan 
stocks rather than owned stocks and thereby reduce the quantity of loan cotton 
required to be taken over August 1, 1955. The exporter must take this difference 
in market price and replacement costs into account in determining the export 
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REPEAL OF BUY-BACK PROVISION OF PUBLIC LAW 480 3 


price of the cotton to be delivered against the sale, and if it results in a higher 
export price for the cotton, transactions under Public Law 480 will be made that 
much harder to negotiate. 

The amendment recommended by your subcommittee would add at the end 
of the bill the following new sentence: 

“The commodity set-aside established for any commodity under section 101 
of the Agricultural Act of 1954 (68 Stat. 897) shall be reduced by a quantity equal 
to the quantitv of such commodity financed hereunder which is exported from 
private stocks.” 

This would require the set-aside under section 101 of the Agricultural Act of 
1954 to be reduced by the quantity of private stocks exported under title I of 
Public Law 480. This is in keeping with the original purposes of the Agricultural 
Act of 1954, section 103 (a) (2) of which provides for reduction of set-aside through 
disposition of Commodity Credit Corporation stocks under title I of Publie Law 
480. While many witnesses who testified at the hearings on the Agricultural 
Act of 1954 pointed out how useful the set-aside might be to meet emergency 
needs, the principal purpose of the set-aside was to insulate the existing surplus 
from the market so as to permit the new price-support program to function 
properly. Disposition of the set-aside as rapidly as possible by means designed to 
avoid interference with the price-support program was always intended and pro- 
vided for by the act. As is pointed out in the report of the Department of Agri- 
culture title I sales constitute the only means of appreciably reducing the quantities 
of wheat and cotton in the set-aside; and it is therefore desirable that all title I 
sales, whether from public or private stocks, be applied to such reduction. 

The Department’s report on the bill is set out below. 


James O. EastLanp, Chairman, 
Spessarp L. Houuanp. 

W. Kerr Scort. 

Mitton R. Youna. 

ANDREW F. ScHOEPPEL. 





DEPARTMENT OF AGRICULTURE, 


Washington 25, D. C., March 24, 19565. 
Hon. Harotp D. Cootey, 


Chairman, Committee on Agriculture, 
House of Representatives. 


Dear ConGressMAN Coo ey: This is in reply to vour request of March 18, 
1955, for a report on H. R. 3231, a bill to amend section 102 (a) of the Agricul- 
tural Trade Development and Assistance Act of 1954, so as to eliminate the 
requirement that privately owned stocks exported thereunder be replaced from 
Commodity Credit Corporation stocks. 

The Department would favor enactment of H. R. 3231, subject to revision in 
accordance with the recommendation set out below. 

Section 102 (a) of the Agricultural Trade Development and Assistance Act 
of 1954 currently provides that the Commodity Credit Corporation shall make 
available for sale, under the act, surplus agricultural commodities acquired by 
the Corporation in the administration of its price-support operations, and shall 
make funds available to finance the sale and exportation of such commodities 
from its owned stocks, from loan stocks, or, if the Corporation is not in a position 
to supply the commodity out of its owned stecks, from privately owned stocks. 
That section also provides that to facilitate the use of private trade channels 
the Corporation, even though it is in a position to supply the commodity, may 
finance the sale and exportation of privately owned stocks under arrangements 
whereby the private exporter acquires the same commodity of comparable value 
or quantity from CCC stocks. 

The bill, H. R. 3231, would amend section 102 (a) to provide that the CCC shall 
make its stocks of surplus agricultural commodities available for sale under the 
act and shall make funds available to finance the sale and exportation of surplus 
agricultural commodities, whether from private stocks or from stocks of the CCC. 
As amended by H. R. 3231, section 102 (a) would enable United States exporters 
making sales under the program to ship private stocks without making corre- 
sponding purchases from CCC stocks. 

The operation of this amendment would affect cotton primarily at this time. 

cause the world price and the domestic market price of cotton are approxi- 
mately the same, exporters can sell private stocks for export at competitive 
Prices. Where this price relationship exists, and especially where these two 
Prices approximate the support price as in the case of cotton, the overall advan- 
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tages, including the net effect in reducing CCC holdings, will be equally as great 
whether surpluses are financed for export directly from private stocks or taken 
or replaced from CCC-owned or loan stocks. The amendment would be helpful 
in eliminating the redtape involved in the replacement procedure and the opera- 
tion of the program would be facilitated both from the administrative standpoint 
and from the standpoint of efficient operation of the program through private 
trade channels. 

It must be noted, however, that title I sales constitute a major means of reduc- 
ing the commodity setaside, and are the only means of appreciably reducing 
the quantities of wheat and cotton in the setaside. If H. R. 3231 were enacted 
in its present form, title I sales from private stocks would not result in reduction 
of the setaside. It is, therefore, recommended that the bill be amended by 
adding at the end thereof the following new sentence: 


“The commodity setaside established for any commodity under section 10! 
of the Agricultural Act of 1954 (68 Stat. 897) shall be reduced by a quantity 
equal to the quantity of such commodity financed hereunder which is exported 
from private stocks.’ 

Enactment of H. R. 323t would require no additional administrative or program 
funds. 

In connection with 8. 752, an identical bill, the Bureau of the Budget has 
advised this Department as follows: 

“Tt is understood that amendment of section 102 (a) of Public Law 480 is 
necessary to remove from the language of this section an unforeseen impediment 
to the export of cotton under title I of the act. On this basis, you are advised 
that there would be no objection to enactment of 8. 752 amended as recommended 
by the Department. 

Sincerely yours, 
True D. Morss, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 rule XIII of the House of Representa- 
tives, changes in existing law made by the bill are as follows (existing 
law proposed to be omitted is enclosed in black brackets; new matter 
is in italics; existing law in which no change is proposed is shown in 
roman): 


AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE AcT oF 1954 
* * * * * * * 


Sec. 102. (a) For the purpose of carrying out agreements concluded by the 
President hereunder, the Commodity Credit Corporation, in accordance with 
regulations issued by the President pursuant to subsection (b) of this section, 
(1) shall make available for sale hereunder [at such points in the United States 
as the President may direct] io domestic exporters, surplus agricultural com- 
modities heretofore or hereafter acquired by the Corporation in the administration 
of its price support operations, and (2) shall make funds available to finance the 
sale and exportation of surplus agricultural commodities [from stocks owned by 
the Corporation or pledged or mortgaged as security for price support loans or 
from stocks privately owned if the Corporation is not in a position to supply 
the commodity from its owned stocks: Provided, That to facilitate the use of private 
trade channels the Corporation, even though it is in a position to supply the 
commodity, may finance the sale and exportation of privately owned stocks if 
the Corporation’s stocks are reduced through arrangements whereby the private 
exporter acquires the same commodity of comparable value or quantity from the 
Commodity Credit Corporation], whether from private stocks or from stocks of the 
Commodity Credit Corporation. In supplying such commodities to [private] 
exporters under [such arrangements] this subsection the Commodity Credit 
Corporation shall not be subject to the sales price [restriction] restrictions in 
section 407 of the Agricultural Act of 1949, as amended. The commodity set- 
aside established for any commodity under section 101 of the Agricultural Act of 1954 
(68 Stat. 897) shall be reduced by a quantity equal to the quantity of such commodity 
financed hereunder which is exported from private stocks. 
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84rH CoNnGrEss } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 310 





AMENDING THE RULES OF THE HOUSE OF REPRESENTA- 
TIVES TO INCREASE THE PAY OF WITNESSES 





Marcu 29, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Mappen, from the Committee on Rules, submitted the following 
REPORT 
(To accompany H. Res. 174] 


The Committee on Rules, having had under consideration House 
Resolution 174, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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84TH CONGRESS HOUSE OF REPRESENTATIVES | Report 


No. 311 





AUTHORIZING THE COMMITTEE ON EDUCATION AND LABOR TO 
CONDUCT STUDIES AND INVESTIGATIONS WITH RESPECT TO 
CERTAIN MATTERS WITHIN ITS JURISDICTION 





Marca 30, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. O’Nett1, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 154] 


The Committee on Rules, having had under consideration House 
Resolution 154, reports the same to the House with the reeommenda- 
tion that the resolution do pass with the following amendments: 

Strike all after the resolving clause and in lieu thereof insert the 
following: 


That the Committee on Education and Labor, effective from January 3, 1955, 
acting as a whole or by subcommittee, is authorized and directed to conduct a 
full and complete study and investigation of ail matters— 

(1) relating to employee health, welfare, and pension plans; 

(2) relating to the question of Federal aid to school construction; and 

(3) relating to education and labor generally: 
Provided, That the committee shall not undertake any investigstion of any subject 
which is being investigated by any other committee of the House. 

For the purposes of such investigations and studies the committee, or any 
subcommittee thereof, is authorized to sit and act during the present Congress 
at such times and places within the United States, whether the House is in session, 
has recessed, or has adjourned, to hold such hearings, and to recuire by subpena 
or otherwise the attendance and testimony of such witnesses and the production 
of such books, records, correspondence, memoranda, papers, and documents, as 
it deems necessary. Subpenas shall be issued only over the signature of the 
chairman of the committee or a member of the committee designated by him; 
they may be served by any person designated by such chairman or member. 
The chairman of the committee or any member thereof may administer oaths to 
witnesses. ‘ 

The committee may report to the House of Representatives from time to time 
during the present Congress the results of its studies and investigations, with 
such recommendations for legislation or otherwise as the committee deems desir- 
able. Any report submitted when the House is not in session shall be filed with 
the Clerk of the House. 


Amend the title so as to read: 


Resolution to authorize the Committee on Education and Labor to conduct 
studies and investigations with respect to certain matters within its jurisdiction. 
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84TH CoNnGRESS } HOUSE OF REPRESENTATIVES | Report 


No. 312 





CONSIDERATION OF HOUSE JOINT RESOLUTION 256 





Marcu 30, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Bouutna, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 198] 


The Committee on Rules, having had under consideration House 


Resolution 198, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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No. 313 








CONSIDERATION OF H. R. 4393 





Marcu 30, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Detaney, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 199] 


The Committee on Rules, having had under consideration House 


Resolution 199, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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§4TH CONGRESS } HOUSE OF REPRESENTATIVES { REPortT 


No. 314 





CONSIDERATION OF H. R. 2225 





Marca 30, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 200] 


The Committee on Rules, having had under consideration House 


Resolution 200, report the same to the House with the recommenda 
tion that the resolution do pass. 


O 
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84TH CoNGREss } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 315 





RELATING TO THE SALE OF WATER FROM THE CLARK 
HILL RESERVOIR TO THE CITY OF McCORMICK, S. C. 





Marca 30, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 4436] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 4436) relating to the sale of water from the Clark Hill Reservoir 
to the city of McCormick, S. C., having considered the same, report 


—- thereon with amendments and recommend that the bill, as 
amended, do pass. 


The amendments are as follows: 

Page 1, line 6, strike out “sale of’ and insert “use of storage space 
in the Clark Hill Reservoir for the purpose of providing said city a 
— water supply in an amount”. 


age 1, lines 7 and 8, strike out “from the Clark Hill Reservoir’. 
Amend the title so as to read: 


A bill relating to the use of storage space in the Clark Hill Reservoir for the 
— of providing the city of McCormick, South Carolina, a regulated water 
supply. 

The purpose of the bill, as amended by the committee, is to authorize 
the Chief of Engineers to contract with the city of McCormick, S. C., 
upon such terms and for such period, not to exceed 50 years, as he 
may deem reasonable, for the use of storage space in the Clark Hill 
Reservoir to provide that city with a regulated water supply, not to 
exceed 600 acre-feet annually. 

The need for this legislation grows out of recurring droughts when 
the water supply for McCormick has been almost depleted. An 
additional and more dependable supply is essential and the logical 
source is the Little River arm of the Clark Hill Reservoir. This 
reservoir was authorized in the Flood Control Act of 1944 and the 
use of storage space in the reservoir for furnishing water to the city 
of McCormick will not interfere substantially with the primary 
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purposes of the project, according to testimony received by the 
committee from representatives of the Corps of Engineers. 

' The bill has been amended in accordance with suggestions sub- 
mitted to the committee by the Secretary of the Army. Recom- 
mendations for amendment by the Bureau of the Budget and noted 
in the report of the Secretary of the Army were discussed in com- 
mittee and representatives of the Chief of Engineers indicated that 
any contract entered into with the city of McCormick would be so 
worded as to fully protect the interests of the Government. There- 
fore, the committee recommends the passage of this bill. 

The report of the Secretary of the Army, indicating no objection 
to the enactment of the legislation, follows: 


DEPARTMENT OF THE Army, 
Washington 25, D. C., March 28, 1955. 
Hon. Cuartes A. Buck.ey, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. CuHairMAn: Reference is made to your request for the views of the 
Department of the Army with respect to H. R. 4436, 84th Congress, a bill relating 
to the sale of water from the Clark Hill Reservoir to the city of McCormick, §. C. 

The Department of the Army has considered the above-mentioned bill. The 
purpose of the bill is to authorize the Chief of Engineers to contract with the 
city of McCormick, 8. C., upon such terms and for such period, not to exceed 
50 years, as he may deem reasonable, for the sale of not to exceed 600 acre-feet 
of water annually from the Clark Hill Reservoir. The Secretary would be further 
authorized to grant to the citv at no cost an easement over Government lands 
for the purpose of constructing necessary pipelines and a pumping station. 

During the recent drought, the water supply for McCormick has been almost 
depleted, and it has become apparent to the city officials that an additional and 
a& more dependable supply is essential. A logical source of this supply is the 
Little River arm of the Clark Hill Reservoir. 

The Flood Control Act of 1944 authorized the construction of the Clark Hill 
Reservoir for flood control, navigation, and power purposes. The use of storage 
space in the reservoir for furnishing water to the city of McCormick will not inter- 
fere substantially with the primary purposesof the project. However, the Depart- 
ment of the Army cannot legally enter into a contract with the city pursuant to 
Section 6 of the 1944 Flood Control Act, as reenacted by Public Law 360 of the 
82d Congress, since that section applies only to ‘surplus’? water, whereas there is 
actually no surplus water in the reservoir. Accordingly, enactment of legislation 
is necessary if water is to be supplied to the city of McCormick from the Clark 
Hill Reservoir 

Since the Department, in contracting for water supplv as an incident to the 
operation of flood control and navigation projects under its jurisdiction, normally 
treats such transactions as involving the use of storage facilities of such projects 
and the charges therefor are based on the costs of constructing and operating such 
facilities, it is recommended that the bill be revised as follows: 

In line 6, page 1, delete the words “sale of” and insert: 

“use of storage space in the Clark Hill Reservoir for the purpose of providing said 
city a regulated water supply in an amount”; 

In lines 7 and 8, page 1, delete the language ‘from the Clark Hill Reservoir”. 

The Department of the Army has no objection to the enactment of H. R. 4436, 
provided the bill is revised as recommended above. 

Enactment of this legislation would not result in any increased costs nor in any 
losses to the United States. 

The Bureau of the Budget advised that, while there would be no objection to 
the submission of a similiar report on a companion bill, 8. 1217, enactment of 
the bill would be without objection only if amended to require that the contract 
with the city of McCormick call for payment of an appropriate share of the opera- 
tion and maintenance costs of the reservoir, together with amortization, over the 
period of the contract, with interest at the Federal long-term borrowing rate, of 
that portion of the costs of the Clark Hiil project allocated to providing water 
supply for the city. 

Sincerely yours, 
CHARLES FINUCANE, 
Acting Secretary of the Army. 
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1st Session 


84TH CoNGREss t HOUSE OF REPRESENTATIVES | Report 


No. 316 





PROVIDING FUNDS FOR THE COMMITTEE ON THE 
JUDICIARY 





Marcu 30, 1955.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 
[To accompany H. Res. 98] 


The Committee on House Administration, to whom was referred 
House Resolution 98, having considered the same, report favorably 
thereon without amendment and recommend that the resolution 


do pass. 
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84TH CONGRESS t HOUSE OF REPRESENTATIVES | Report 


Ist Session No. 317 








AUTHORIZING THE EMPLOYMENT OF TWO ADDITIONAL 
MESSENGERS, OFFICE OF THE POSTMASTER OF THE 
HOUSE 





Marcu 30, 1955.—Ordered to be printed 





Mr. Burteson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 195] 


The Committee on House Administration, to whom was referred 
House Resolution 195, having considered the same, report favorably 
thereon without amendment and recommend that the resolution 
do pass. 
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44TH CONGRESS } HOUSE OF REPRESENTATIVES | REPORT 


Ist Session No. 318 





BUREAU OF PRISONS EMPLOYEES 





Marcu 31, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Lane, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3092] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3092) for the relief of Bureau of Prisons Employees, having 
cousidered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 

An identical bill was favorably reported by the committee, passed 
hy the House and Senate and vetoed by the President. However, 
subsequent to this action the United States Court of Claims has 
given consideration to such claims. Therefore, your committee is 
of the opinion that the bill should be enacted and that the President 
would give it further consideration. 

The purpose of the proposed legislation is to merely refer this 
clam to the United States Court of Claims to hear, determine, and 
render judgment on the claim of employees and former employees of 
the Bureau of Prisons, Department of Justice, for compensation for 
the time they were required to work on Saturdays, in violation of the 
half-holiday law. 

STATEMENT OF FACTS 


On March 3, 1931, Public Law No. 783 was enacted (46 Stat. 
1482), providing— 
on and after the effective date of this Act, four hours, exclusive of the time for 
luncheon, shall constitute a day’s work on Saturday throughout the year, with 


pay or earnings for the day the same as for other days when full time is worked, 
for all civil employees of the Federal Government * * *. 


_The law also permitted an equal shortening of the workday to be 
given in lieu of the Saturday half-holiday, where the services of the 
employee could not be spared on Saturday. 
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Prior to passage of the law, the prison employees generally worked 
either 10 or 12 hours per day, 7 days a week. Subse uently, the em- 
ployees were given 1 day off during each workweek. The day holiday 
was generally staggered among employees and the employees were 
rotated on shifts, so that each employee had approximately the same 
number of holidays on Saturday as he had on other days. 

The situation mentioned above continued in effect until 1943. The 
employees in the prisons never received pay for the additional work 
they performed on the 6 out of 7 Saturdays which they worked. In 
1943 this injustice was corrected through the enactment of the general 
overtime pay law for all Federal employees. Prison employees were 
required to work this extra time on Saturdays by order of the wardens 
and subsequently by directive of the Bureau of Prisons. 

The result is that employees in the prisons who were required to 
work full days on Saturday were denied the half-holiday to which 
the law entitled them and, furthermore, were denied any kind of 
compensation for the extra hours they worked. The Bureau of 
Prisons states its action in requiring Saturday work was justified 
because prison employees were given a holiday on some other day in 
the week. That is, the Bureau says employees received more than 
the law allowed them because they had to work only 6 days per 
week instead of 7. To put it gently, this argument is unrealistic. It 
is obvious from the debate in Congress on the adoption of the above 
law that it was intended to establish a 5-day workweek. The 
only difference of opinion was over the length of the workweek in 
the District of Columbia as against the length of the workweek in 
field offices of the Government. The entire discussion centered 
around a 39-hour week as against a 44-hour week and it is clear 
that Congress was bringing the Federal workweek into line with 
private industry (72 Congressional Record, 2d sess., pp. 6745-6753). 

It is implicit in the law that Sunday is normally a holiday. No 
reasonable construction of it will sustain the Bureau of Prison’s posi- 
tion. Pressed to the logical extreme, the Bureau’s argument is that 
because employees were paid on an annual basis, the Bureau could 
work them every hour in the year and could discharge its obligation 
under the statute by giving the employees 4 hours off each week in 
which to sleep in lieu of 4 hours off on Saturdays. The prison em- 
ployees have been illegally required to work six-sevenths of the Satur- 
day half-holidays during the period 1931-48. They were entitled to 
this time off and, since they did not receive it, the moral obligation 
of the Government to pay them is clear. 

The Bureau of Prisons has indicated that it will be almost impossible 
to determine the payment due each individual employee. The diffi- 
culty of computing the claim precisely is scarcely an objection to 
recognizing its merit. The difficulty may be considerably less than 
the Bureau imagines. The payroll records, prison orders, directives 
of the Bureau of Prisons, time sheets, work schedules of groups of 
employees, and similar data should be available in the Government’s 
files and should indicate with reasonable accuracy whether any given 
claim is founded in fact. Moreover, a reasonable approximation or 
estimate should and can be formed if exact figures are not available. 

It is apparent that the Federal Government has committed a sub- 
stantial wrong to this group of employees. The employees are not 
claiming double time or time-and-a-half for overtime or holiday pay. 
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They simply wish to be paid at the regular rate for hours required 
to work which should have been time off for them. In simple justice 
to these employees, the Government should pay the money it owes. 





DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATTroRNEY GENERAL, 
Washington, August 9, 1951. 
Hon. EManven CELuer, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CrarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 4241) to confer jurisdiction 
upon the United States Court of Claims with respect to claims against the United 
States of certain employees of the Bureau of Prisons, Department of Justice. 

The bill would provide that, notwithstanding the lapse of time or any provisions 
of law to the contrary, the United States Court of Claims shall have jurisdiction of 
those claims of employees and former employees of the Bureau of Prisons, Depart- 
ment of Justice, for compensation for time during which they were required to work 
in violation of the Saturday half-holiday law of March 3, 1931, for the period 
from March 3, 1931, to May 1, 1943, for time in excess of 4 hours on each Saturday 
when compensatory time for the excess hours was not allowed. It would require 
that suits be instituted within 2 years of the effective date of its enactment. 

The bill is similar in intent and purpose to that of H. R. 3600, introduced in the 
Ist session of the 80th Congress, and 8. 1244, introduced in the Ist session of the 
Sist Congress with the exception that it provides that jurisdiction of such claims 
be conferred upon the United States Court of Claims. 

The claims, for which a remedy would be provided by the bill, arise under the 
act of March 3, 1931 (46 Stat. 1482), commonly called the Saturday half-holiday 
law, which act provided that for all civil employees of the Government “four 
hours * * * shall constitute a day’s work on Saturdays throughout the year, 
with pay or earnings for the day the same as on other days when full time is 
worked.” That act also contained a provision whereby the head of a depart- 
ment “for special public reasons’? might require employees to work a full day on 
Saturday, but with “an equal shortening of the workday on some other day.” 

The provisions of this statute were suspended by the terms of section 3 of the 
joint resolution of December 22, 1942 (56 Stat. 1069), effective December 1, 1942, 
and by the provisions of section 6 of the War Overtime Pay Act of 1943 (57 Stat. 
77). Finally, the statute was repealed by section 604 (c) of the Federal Employees 
Pav Act of 1945 (59 Stat. 303). 

The background relating to compensation of employees in Federal prisons 
shows that prior to 1931 it was the practice for certain employees to work 7 days 
a week, in some cases 10 hours in each shift. In times of emergency even longer 
hours were required without compensation. The hours of these employees were 
extended beyond 7 hours per day under the authority of the act of March 3, 1893, 
as amended (5 U. S. C. 29). These long hours were necessary due to lack of 
funds to employ sufficient personnel, and because the operation of prisons is a 
24-hour-a-day, 7-day-a-week function. Therefore the only recourse was to utiiize 
the provisions of the above act. After the creation of the Prison Bureau in 1930, 
the policy was established of allowing each employee at least 1 day off each week. 
Efforts were made toward stabilizing the hours of employment, so that each day 
was divided into 3 shifts of 8 hours, operating through a 7-day week, with 1 
day off; this resulted in a 48-hour workweek. his standard workweek. prevailed 
until the emergency created by World War IT. 

At present the claims referred to in this bill are barred by the provisions of 28 
United States Code 2501, which provides that every claim of which the Court 
of Claims has jurisdiction shall be barred, unless a petition is filed “within six 
years after such claim first accrues.” The Saturday Half-Holiday Act was 
suspended effective December 1, 1942, by section 3 of the act of December 22, 
1942 (56 Stat. 1069). Therefore all of these claims have now been barred for a 
number of years. The effect of this bill would be to permit suit to be brought 
on these barred claims. 

This measure illustrates clearly the wisdom and necessity of establishing and 
adhering to a statutory limitation upon suits against the United States. The 
records covering the overtime worked by the prospective claimants on Saturdays 
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and whether they were given compensatory time off on other days, have presum- 
ably been lost or destroyed, and those individuals who were familiar with the 
records and facts are in many eases no longer available for statements or testimony. 
Memories both of the claimants and of possille Government witnesses, due to 
lapse of time, would not be reliable. In the event the bill is enacted, it will be 
next to impossible to produce an effective defense to such claims. 

Legislation of this nature favoring a single group of employees would tend to 
establish an undesirable precedent, and this Department is unable to recommend 
its enactment. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Yours sincerely, 
Peyton Forp, Deputy Attorney General. 





GENERAL AccouNTING OFFICE, 
CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, January 12, 1948. 
Hon. Eart C. MicHener 

Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. Micnener: Reference is made to your letter of December 15, 1947, 
acknowledged December 17, enclosing copies of H. R. 3600, entitled “A bill to 
reimburse certain employees of the Bureau of Prisons of the Department of 
Justice, and for other purposes,”’ and requesting an expression of my views with 
respect thereto. 

The bill provides ‘‘That it has come to the attention of the Congress that certain 
emplovees of the Bureau of Prisons of the Department of Justice, employed during 
the period March 3, 1931, to May 1, 1948, were illegally required to work in 
excess of four hours on Saturdays without being given compensatory time off 
from work on other davs of the week, contrary to the purposes and requirements 
of the Saturday half-holiday law (Public, Numbered 783, Seventvy-first Congress, 
approved March 3, 1931). It is hereby declared to be the intention of Congress 
that such emnlovees, or their next of kin, should be compensated for all such 
time worked in contravention of the purpose of the Saturday half-holiday law. 

“Sec. 2. There is hereby anpropriated the sum of $ for the purpose of 
compensating emplovees of the Bureau of Prisons, Department of Justice, or 
their next of kin, for time worked during Saturday balf-holidavs from March 3, 
1931, to May 1. 1943, without compensatory time off being given therefor. For 
purposes of this Act, next of kin of any such employee shall be determined in 
accordance with the laws of interstate succession of the State where the deceased 
shall have been domiciled. 

“Sec. 3. The amount of any claim shall be determined by (a) dividing the 
annual rate of compensation of the employee in question for the period covered 
by the claim with respect to him by two hundred and eighty-eight to obtain his 
daily rate for that period, (b) computing the number of days for which such em- 
ployee was entitled to compensation by dividing by eight the total number of 
uncompensated hours worked, and (ce) multiplying the figure so obtained by the 
daily rate computed in accordance with subsection (a) hereof. 

“Sec. 4. Claims for compensation under this Act shall be presented to the 
Attorney General! within two vears after this Act becomes effective. The claimant 
shall have access to all pertinent personnel and payroll records relative to the 
employment of the emplovee with respect to whom the claim is mace during the 
period in question, and the Department of Justice and the Civil Service Com- 
mission shall give to each claimant all possible assistance in substantiating the 
claim.” 

There is nothing of record in this Office which discloses whether employees of 
the Bureau of Prisons, Department of Justice, worked more than 4 hours on 
Saturday during the period involved without a grant of compensatory time 
therefor by a “shortening of the workday on some other Cay,” such as is provided 
for under the act of March 3, 1931 (46 Stat. 1482), referred to in the bill. It 
seems that the facts and circumstances concerning the matter particularly would 
be within the knowledge of the Department of Justice. 

If favorable consideration is to be given the bill there would appear to be for 
consideration whether employees of other departments and agencies might not be 
similarly affected so as not to accord any preferential treatment to certain groups 
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of employees. As to that, however, the General Accounting Office has no record 
facts or information available. Furthermore, if favorable action is taken on the 
proposed legislation it would appear that section 3 thereof should be amended to 
rovided that the daily rate of pay shall be computed in accordance with the 
en of section 6 of the act of June 30, 1906 (34 Stat. 763), which 
was in effect at the time the alleged services were rendered: 

“Hereafter, where the an of any person in the service of the United 
States is annual or monthly the following rules for division of time and compensa- 
tion of pay for services rendered are hereby established: Annual compensation 
shall be divided into twelve equal installments, one of which shall be the pay for 
each calendar month; and in making payments for a fractional part of a month 
one-thirtieth of one of such installments, or of a monthly compensation, shall be 
the daily rate of pay. For the purpose of computing such compensation and for 
computing time for services rendered during a fractional part of a month in con- 
nection with annual or monthly compensation, each and every month shall be 
held to consist of thirty days, without regard to the actual number of days in any 
calendar month, thus excluding the thirty-first of any calendar month from the 
computation and treating February as if it actually had thirty days. * * * 
and any person entering said service during the month of February and serving 
until the end thereof shall be entitled to one month’s pay, less as many thirtieths 
thereof as there were days elapsed prior to date of entry * * *.” 

Although I am without record facts upon which to make a definite reeommenda- 
tion in the matter I would not feel inclined from what here appears to recommend 
favorable consideration of the proposed legislation because of the seeming inability 
to establish the validity of claims of the character covered by the bill from any 
official administrative records. One feature of the bill that stands out as particu- 
larly objectionable is the fact that the Saturday half-holiday law was suspended 
effective December 1, 1942, by the act of December 22, 1942 (56 Stat. 1069), 
whereas the period for which extra compensation is claimed in the bill extends up 
to May 1, 1943. 

Sincerely yours, 
FraNK L. YATES, 
Acting Comptroller General of the United States. 
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Aprit 4, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Burpvick, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1835] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 1835) for the relief of the Board of County Commissioners of 
Sedgwick County, Kans., having considered the same, report favor- 
ably thereon with an amendment and recommend that the bill as 
amended do pass. 

The amendment is as follows: 

Amend the title to read as follows: 


‘ A bill for the relief of the Board of County Commissioners of Sedgwick County, 
Cansas. 


PURPOSE 


The purpose of this proposed legislation is to provide that, notwith- 
standing any law, prior determination, statute of limitations, or prior 
acceptance of judgment of partial allowance, the United States of 
America hereby accepts as a binding obligation and agrees to pay to 
the treasurer of Sedgwick County, Kans., from such funds as shall 
hereafter be appropriated for that purpose, the sum of $259,925.09 as 
the unpaid balance of the base taxes assessed and levied for the tax 
years 1944, 1945, 1946, and 1947, against 3 tracts of land in sections 
11 and 14, of township 28 south, range 1 east, of the sixth principal 
meridian in Sedgwick County, Kans., constituting the aircraft 
factory and grounds owned of record in such years by the Reconstruc- 
tion Finance Corporation and leased to the Boeing Airplane Co. and 
deeded on or about February 25, 1948, by the Reconstruction Finance 


Corporation to the United States, subject to unpaid taxes for the years 
1944, 1945, 1946, and 1947. 
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Payment of said sum shall be contingent upon and subsequent to 
the enactment by the Legislature of the State of Kansas of a law 
authorizing and directing the treasurer of Sedgwick County, Kans., 
to accept said amount as full payment of the unpaid balance of the 
base tax assessed and levied for the years aforesaid and as a release and 
forgiveness of all interest, penalties, liens, and charges on or in con- 
nection with said taxes. 

An identical bill was favorably reported by this committee and 
passed by the House in the 83d Congress, but no action was taken by 
the Senate. 

Attached hereto and made a part of this report are copies of the 
original deeds wherein it is stated that this property was subject to 
unpaid taxes for the years 1944, 1945, 1946, and 1947. 


{H. Rept. No. 1241, 83d Cong., 2d sess.] 
STATEMENT OF FACTS 


In the years 1944, 1945, 1946, and 1947, to February 25, 1948, the ownership of 
record of said lands was in the Defense Plant Corporation and the Reconstruction 
Finance Corporation. These lands were deeded to the United States on February 
25, 1948, by the Reconstruction Finance Corporation, subject to the unpaid taxes 
for the 4 years mentioned above. 

Under this jurisdictional authority the Court of Claims is authorized to fix 
the amount of the taxes due, penelites, etc., and render judgment in favor of said 
board of county commissioners in excess of $249,355.62, the amount of the judg- 
ment heretofore rendered on July 15, 1952, by said court. 

In other words, the Court of Claims did not find for the petitioners for any tax 
during the year 1947, and this bill is concerned only with that year. The Court 
of Claims says that when the War Assets Administration accepted custody of 
this property on April 16, 1947, that the property was not taxable after a corpora- 
tion or agency of the Government assumed control. Quite a lengthy argument is 
made on the theory that merely assuming control over this property stopped the 
tax. We do not feel that this point is material. 

The committee obtained a copy of the deed where the Reconstruction Finance 
Corporation deeded this property to the United States on the 25th day of February 
1948, and in this deed itself appears the following written clause: 

“Subject to easements, restrictions, licenses and agreements of record, and 
subject to existing commitments, agreements and leases made by the Recon 
struction Finance Corporation or War Assets Administration, and also subject 
to unpaid taxes for the vears 1944, 1945, 1946 and 1947.” 

It would appear to the committee that this clause in the deed is controlling in 
this case. Having accepted and filed the deed the United States fully agreed to 
that clause and knew and understood that the Government would be required 
to pay that tax. It is doubtful if the Court of Claims had the actual deed before 
it, because no statement referring to this particular clause can be found in the 
opinion. 

That would seem to settle the case, but there is accumulative evidence to add 
to this. Under the laws of Kansas, where this property is located, those who do 
not want property taxed during any year must file an application before the 
State Commission of Revenue and Taxation of the State of Kansas. The Gov- 
chr seg filed this application, and as to taxes to be relieved from, the petition 
reads: 

That the property be not entered on the tax rolls for the year 1948. 

Upon this application the same was approved and the property was not entered 
on the tax rolls for the year 1948, 

Only the year 1947 is involved. If the Government, at the time it made this 
application, had not intended to be bound by the conditions of the deed covering 
the year 1947, it would undoubtedly have asked to be relieved from this tax. 
But no such relief was asked. This, we think, makes it abundantly clear that 
the Government understood right along that after receiving the deed it was 
intended to pay the tax for 1947. The Government did not even pay the tax 
for 1944, 1945, and 1946 until the Court of Claims found against it. 
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Under all the circumstances and positive evidence in this case we are compelled 
to favor the passage of this bill as amended, and on the question of interest much 
can be said about agencies of the Government being taxed with interest penalties 
the same as anyone else. The courts so hold, but inasmuch as it has been the 
policy of this committee to not allow interest, we recommend passage of the 
amended bill without the attachmeut of interest. 





RECONSTRUCTION FINANCE CORPORATION, 
Washington, September 25, 1958. 
Hon. Cuauncey W. REEp, 
Chairman, Commiitee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. Reep: Your letter dated May 15, 1953, requested an expression of 
our views regarding H. R. 5183, a bill to confer jurisdiction on the Court of Claims 
to hear, determine, and render judgment upon a certain claim of the Board of 
County Commissioners of Sedgwick County, Kans. 

The bill would confer jurisdiction on the Court of Claims to hear, determine, 
and render judgment upon a claim of the Board of County Commissioners of 
Sedgwick County, Kans., against the United States for delinquent real-estate 
taxes for the tax years 1944, 1945, 1946, and 1947 in the amount of “said taxes 
and interest thereon at the rate prescribed by the laws of the State of Kansas 
for delinquent taxes, during the period to the 25th day of February 1948’ and 
to render judgment “for that portion of the amount so determined which is in 
excess of the judgment in the amount of $249,355.62 heretofore rendered * * *.’’ 

The real estate in question comprised Plancor 139 of Defense Plant Corpo- 
ration, a wartime subsidiary of RFC, and was leased to the Boeing Airplane Co. 
On or about February 25, 1948, the property was deeded by this Corporation 
(as suecessor to Defense Plant Corporation) to the United States. Originally the 
county’s claim for unpaid taxes for the years in question was in the amount of 
$509,280.70. Pursuant to Public Law No. 5, 82d Congress, which conferred juris- 
diction, the United States Court of Claims rendered judgment for the amount of 
$249,355.62, that having been found by the court to represent taxes lawfully 
assessed for the years 1944, 1945, and 1946. (See Board of County Com’rs of 
Sedgwick County, Kansas v. United States (105 F. Supp. 995).) The court, how- 
ever, found that the Plancor 139 property became property of the United States 
on April 16, 1947, the date on which War Assets Administration accepted cus- 
tody and accountability for the property. There was no 1947 tax due prior to 
April 16, 1947. The court further held that since no tax for 1947 had become 
due prior to April 16, 1947, and since the property became tax exempt upon 
acceptance of custody and accountability by War Assets Administration on that 
date, the property was not taxable for the year 1947. 

The bill apparently is designed to authorize the rendering of a judgment for 
taxes during the period from April 16, 1947, the date on which War Assets Ad- 
ministration accepted custody and accountability of the property, to the 25th 
day of February 1948, when the property was quitclaimed by this Corporation 
to the United States. 

During this period the property was under the control and jurisdiction of War 
Assets Administration and, since this Corporation did not have custody of the 
property nor any responsibility for the payment of such expenses, the bill provides 
for the rendering of judgment against the United States rather than this Corpora- 
tion. Accordingly, if the bill is enacted, any judgment rendered would not be 
payable by this Corporation. 

he attention of your committee is invited, however, to a question of the 
advisability of subjecting this property to taxation during the period that it was 
owned by the United States. This may set a precedent, the magnitude and 
ramifications of which we are not in a position to assess. 

Also, in my opinion the provision requiring payment of interest at the rate 
rescribed for delinquent taxes is unwise. In view of the decision by the United 
States Court of Claims that the property was not legally taxable during the period 
mm question, there is obviously no delinquency involved and it therefore seems 
inequitable to require payment of interest at the delinquent rate. Far more 
important, however, is the question whether such a requirement is legally proper; 
for some courts have held that interest in excess of the rate usually charged 
constitutes a penalty and that the Federal Government is not obligated to pay a 
penalty for failure to pay taxes on or before the due date. 
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We are advised the Bureau of the Budget has no objection to the submission 
of this report. 
Sincerely, 


K. R. Cravens, Administrator. 





SUPPLEMENTAL STATEMENT OF Boarp or County Commissioners REGARDING 
H. R. 5183, a Birt To Conrer JurispicTion ON THE Court or CLatms To 
Hear, DererMINE, AND RENDER JUDGMENT Upon a CerratN CLAIM OF THE 
Boarp or County Commissioners oF Sepawick County, Kans. 


With respect to the views expressed by the Attorney General in his September 
24, 1953, letter to Hon. Chauncey W. Reed, chairman, Committee on the Judiciary, 
we have this to say: j 

The Court of Claims may not have committed reversible error in denying 
recovery of the 1947 tax, on the case as presented, but the end result can hardly 
be said to have been within the spirit and intent of the RFC Act with respect to 
taxation of its real property; nor, indeed, the act under which jurisdiction was 
conferred. 

In submitting the claim to the Congress as set forth in H. R. 5183, we feel we 
are presenting a moral claim of the highest quality, the fate of which will rest 
entirely with the Congress. 

War Assets Administration, duly authorized agent of the United States, partici- 
pated in making the tax record in regard to the 1947 tax, upon which our claim 
is based, as follows: 

(1) Made no claim, served no notice, nor took any action to question the 
1947 tax. 

(2) Caused the property to be deeded to the United States subject to the 
1947 tax as well as for the 3 preceding years. 

(3) Sought and obtained’exemption before the State commission of revenue 
and taxation for 1948 and succeeding years. 

(4) Presented no claim to that commission nor to any other official for exemp- 
tion for any year prior to 1948. 

(5) Made no claim to any tax official or body for relief from interest on the 
delinquent taxes. 

(6) Having an extremely wide scope of authority over surplus property, its 
management and disposition and the terms and conditions as well as the con- 
sideration therefor, it elected to ratify the taxes laid against this property for 
those years when RFC had the record title. 

(7) Regulations issued for the operation of WAA clearly recognized continued 
taxabilitv of surplus real property after acceptance by WAA. Section 8305.9 (c), 
page 2141, United States Code Congressional Service, 81st Congress, Ist session, 
1947, provided: 

“Section 8305.9 (c) Taxes and other obligations.—Taxes, rents and insurance: 
premiums for a certain period which is partially prior and partially subsequent to 
the date on which the declaration of surplus is filed shall he prorated between 
the owning agency and the disposing agency as of the date of the filing of an 
acceptable declaration. The agency paving the taxes, rents, and insurance 
premiums for such period shall be reimbursed by the other agency for that portion 
of such disbursements properly allocable to the other agency under such proration 
Rents or other income received for any such period shall be prorated in like mawner 
The disposal agency shall be responsible for reimbursing the owning agency for 
payment of taxes covering any taxable period commencing after the filing of the 
acceptable declaration.” 

The declaration of surplus covering this property was filed by RFC in 1946 
and accepted by WAA on April 16, 1947. 

The acceptance of this real property by WAA was not considered by the parties, 
nor intended by the law, as affecting any vested rights, but as an intermediary 
transaction wherein the primary function of WAA was to find a suitable transferee 
to whom the property could be deeded without disturbing or otherwise adversely 
affecting the rights, vested or otherwise, of innocent third parties not participating 
in the transaction. 

The general purpose of the law under which WAA functioned embraced 4 
magnanimous purpose of the Government to so dispose of surplus property as to 
aid, among others, State and local governments, to the point, in proper circum- 
stances, of actual donations of vaiuable surplus properties. It seems somewhat 
incongruous that a technical and legalistic attitude should arise from any source 
to hamper the orderly operation of State and local tax laws, under the circum- 
stances prevailing in this case. 
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With WAA possessing such a wide range of authority, it is suggested that legisla- 
tion a liability for the 1947 taxes and statutory interest for the delinquent 
years, — encounter little, if any, opposition from either a legal or moral 
standpoint. 

In all of these matters WAA was well within the scope of its authority as the 
agent of the United States. 

Since the RFC Act made real estate of the RFC subject to all local tax laws, 
when taxes on RFC real estate became delinquent, interest accrued in accord- 
ance with the Kansas tax laws the same as against delinquent taxes on property 
owned by private individuals or corporations. There has been no adjudication 
of any kind concerning the interest. The proposed bill would include interest 
to February 25, 1948, the date on which the property was deeded, subject to 
delinquent taxes, to the United States by the REC. Since private individuals or 
corporations owning real estate in Kansas would, in like circumstances, be liable 
for interest, real estate of the RFC in Kansas was liable for similar interest, 
because otherwise this property would not be taxed “to the same extent accord- 
ing to its value as other real property is taxed.” 

e Supreme Court of the United States has held that a Government-owned 
corporation is subject to the payment of interest in the absence of statutory 
recog ag to the contrary, notwithstanding the general rule that the United 

tates is not liable for interest except where statute or contract expressly so 
provides. 

In the case of National Home for Disabled Volunteer Soldiers v. Parrish (229 
U. 8. 494; 57 L. Ed. 1296; Anno. 73 L. Ed. 172) the Court said in the headnotes 
at page 494: 

“The exemption of the United States from payment of interest on claims in 
the absence of authorized engagement to pay it does not extend to subordinate 
governmental agencies. 

“While no rule is now laid down for all governmental agencies, this Court holds 
that the national home organized under statute now section 4825, Revised Statutes, 
is not exempt from gs daar of interest. 194 Federal Reports 940, affirmed.” 

From the body of the opinion at page 496 may be found this comment: 

“Tt is quite true that the United States cannot be subjected to the payment of 
interest unless there be an authorized engagement to pay it or a statute permitting 
its recovery. Angarica v. Bayard (127 U. 8S. 251, 260); United States v. North 
Carolina (136 U. 8. 211, 216). But this exemption has never as yet been applied 
to subordinate governmental agencies. On the contrary, in suits against collec- 
tors to recover moneys illegally exacted as taxes and paid under protest the 
settled rule is, that interest is recoverable without any statute to that effect, and 
this although the judgment is not to be paid by the collector but directly from the 
one Erskine v. Van Arsdale (15 Wall. 75); Redfield v. Bartels (139 U. S. 

In this instance there not only was an authorized engagement to pay interest 
(by virtue of the real property being subject to taxation to the same extent 
according to value as other real property is taxed), but also, the payment of 
interest would seem to be a valid obligation on the basis set forth in the last 
above-cited decision with respect ‘subordinate governmental agencies.” 


Boarp or County ComMISSIONERS 
or Sepewick County, KANs., 
By Cravpe I. Dzpew. 
Lewis A. Hasty. 


DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATrorRNEY GENERAL, 
Washington, September 24, 1958. 
Hon. Cuauncey W. REeEp, 
hairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CHarrman: This is in response to your request for the views of the 
Department of Justice concerning the bill (H. R. 5183) to confer jurisdiction on 
the Court of Claims to hear, determine, and render judgment upon a certain claim 
of the Board of County Commissioners of Sedgwick County, Kans. 

The bill would confer jurisdiction on the Court of Claims to hear, determine, and 
render judgment upon a claim of the Board of County Commissioners of Sedgwick 
County, Kans., against the United States for delinquent real-estate taxes for the 
tax years 1944, 1945, 1946, and 1947, assessed and levied against three tracts of 
land which were owned in such years by the Defense Plant Corporation and the 
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Reconstruction Finance Corporation and leased to the Boeing Airplane Co. and 
deeded on or about February 25, 1948, by the Reconstruction Finance Corpora- 
tion to the United States, subject to unpaid taxes for the years previously men- 
tioned. The bill would further provide that the Court of Claims shall determine 
the amount of such taxes and interest thereon at the rate prescribed by the laws 
of Kansas for delinquent taxes, during the period to the 25th day of February 1948, 
and shall render judgment in favor of such board, and against the United States for 
that portion of the amount so determined which is in excess of the judgment in the 
amount of $249,355.62, heretofore rendered by the Court of Claims on July 15, 
1952. The bill would also provide that suit must be filed within 60 days after 
its enactment. 

The judgment referred to in the bill was rendered in the case of Board of County 
Commissioners of Sedgwick County v. United States (105 F. Supp. 995, Ct. Cl. 1952), 
which was instituted pursuant to a special jurisdictional act, Public Law No. 5, 
82d Congress. The property involved was acquired in 1942 by the Defense Plant 
Corporation a wholly owned subsidiary of the Reconstruction Finance Corpo- 
ration. Shortly after its acquisition a plant for the manufacture of B-29 bomber 
type airplanes was constructed on the premises, and the property leased to the 
Boeing Airplane Co. The Defense Plant Corporation was liquidated on July 1, 
1945, and the property in question, together with other assets, rights, and liabilities 
of the Corporation were transferred to the Reconstruction Finance Corporation, 
pursuant to the act of June 30, 1945. The Reconstruction Finance Corporation 
declared the property surplus under the Surplus Property Act of 1944 (58 Stat. 
765). Acting under the same act the War Assets Administration accepted 
responsibility and authority for the property on April 16, 1947. The court held 
that, under the laws of the United States, the State of Kansas, and particularly 
with reference to Public Law No. 5, 82d Congress, the property was lawfully 
assessed by Sedgwick County for the years 1944, 1945, and 1946, which sum 
amounted to $249,355.62. The court, however, found that the property in ques- 
tion became property of the United States on April 16, 1947, the date the War 
Assets Administration accepted custody and accountability for the property. It 
was further held that since no tax for 1947 had become due prior to April 16, 1947, 
and since the property became tax exempt upon acceptance of custody and 
accountability by the War Assets Administration on that date, the property was 
not taxable for the year 1947. 

The bill would appear to direct the court to enter judgment in favor of this 
claimant, irrespective of the legality of the claim or of the Government’s defenses 
thereto. There would seem to be no justiciable issue involved inasmuch as the 
amount of the judgment of the Court of Claims covering the principal amount 
of taxes for the years 1944, 1945, and 1946, the amount of the taxes assessed for 
the year 1947, and the rate of interest are all known. In its findings of fact the 
Me of Claims set forth the principal amount of the taxes as follows (finding 

0. 9): 

“For the tax year 1944, $33,505.72; for the tax year 1945, $42,020.81; for the 
tax year 1946, $173,829.09; for the tax year 1947, $259,925.09.” 

Under this bill, the court would be required to give judgment for the 1947 tax 
of $259,925.08 with interest thereon, for interest on the sum of $33,505.72 (the 
1944 tax), for interest on the sum of $42,020.81 (the 1945 tax) and for interest 
on the sum of $173,829.09 (the 1946 tax). Thus, the calculation of the arnount 
of the judgment the Court of Claims would be required to render, under the 
provisions of this bill, would appear to be an accounting rather than a judicial 
matter; and if Congress sees fit to grant the claim (which it is clear exceeds 
$400,000), it would seem that such should be done in the form of direct appro- 
priation of the amount. 

This claimant thus has already had its day in court with regard to the taxes 
for the 4 years involved, and the Department of Justice is aware of no reason why 
the Court of Claims should be asked to readjudicate the same issues, or why the 
United States should be put to the expense of relitigating the questions. Nor 
should the board be given the right to retry its claim for taxes for the year 1947 
which has already been denied by the Court of Claims. 

The bill, it should be observed, would establish an undesirable precedent in 
authorizing the court to enter judgment for interest. The statutory waiver of 
immunity from State and local taxation with respect to the real property of the 
Reconstruction Finance Corporation makes no reference to interest and penalties 
and was never regarded by that Corporation as authority for the payment of 
interest and penalties. See U. S. v. Nelson (91 F. Supp. 557 (N. D. Ill. 1949)). 
The rule has been long established that in the absence of a specific and express 
statutory or contractual provision interest does not run upon claims against the 
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Government. Smythe v. United States (302 U. S. 329, 353); Albrecht v. United 
States (329 U. S. 599, 605) ; United States v. N. Y. Rayon Co. (329 U.S. 654). By 
directing that interest be included in the judgment, the bill favors this claimant 
and discriminates against other individuals who have not been permitted to re- 
cover interest upon their claims. 

The Department of Justice recommends against enactment of the bill. 

The Bureau of the Budget has advised this Office that there would be no objec- 
tion to the submission of this report. 

Sincerely, 


Wituram P. Rocsrs, 
Deputy Attorney General. 


[Deed Record 682] 


Qurrctamm DEED 


This indenture, made this 25th day of February 1948 between Reconstruction 
Finance Corporation, a corporation duly organized and existing under and by 
virtue of the laws of the United States (which corporation has succeeded pursuant 
to the sete of Public Law 109, 79th Congress, approved on June 30, 1945, 
to all the rights and assets of Defense Plant Corporation), acting by and through 
War Assets Administrator, under and pursuant to Reorganization Plan 1 of 1947 
(12 Fed. Reg. 4534) and the powers and authority contained in the provisions of 
the Surplus Property Act of 1944 (58 Stat. 765); and WAA Regulation No. 1, 
as amended, party of the first part, and United States of America, party of the 
second part, 

Wirnessetu: That the said party of the first part, for good and valuable 
consideration, to it paid by the party of the second part. the receipt of which is here- 
by acknowledged, doth by these presents forever quitclaim unto the said party of 
the second part, its successors and assigns, the following described property 
situate in the County of Sedgwick, State of Kansas, to wit: 

The southeast quarter (SE\%) of section eleven (11), township twenty- 
eight (28) south, range one (1) east, except the following described tract: 
Beginning at the southwest corner of the southeast quarter (SE'%), thence 
north one thousand four hundred sixty-three and fifteen hundredths (1,463.15) 
feet, thence northeasterly to a point on the east line of the west half (W%) 
of the west half (W%4) of said southeast quarter (SE'4) eight hundred and 
thirty-five hundredths (800.35) feet south of the north line of said southeast 
quarter (SE%) of section eleven (11), thence south one thousand eight 
hundred fifty-four and fifty-five hundredths (1,854.55) feet to south line of 
section eleven (11), thence west to place of beginning, and 

The north 990 feet of the northeast quarter (NE) of the northeast quarter 
(NE) of section fourteen (14), township twenty-eight (28) south, range 
one (1) east of the 6th P. M. otherwise described as commencing at the north- 
east corner of section fourteen (14), township twenty-eight (28) south, range 
one (1) east, thence south 990 feet; thence west 1,326.1 feet to the west line 
of the northeast quarter (NE) of the northeast quarter (NE'4) of section 
ee (14) thence noth 990 feet; thence east 1,326.1 feet to beginning: 
an 

The north 990 feet of the east 660 feet of the northwest quarter (NW) 
of the northeast quarter (NE'4) of section fourteen (14), township twenty- 
eight (28) south, range one (1) east of the 6th P. M. containing fifteen (15) 
acres, including road; also described as beginning at the northeast corner 
of the northwest quarter (NW) of the northeast quarter (NE'4) of section 
fourteen (14), south 990 feet; west 650 feet; north 990 feet; east 660 feet to 
place of beginning, 

being the same property acquired by the Defense Plant Corporation under deed 
from Boeing Airplane Company dated January 19, 1942, recorded September 26, 
1942, in the office of the Register of Deeds of Sedgwick County, Kans., in Book 
532 of Deeds at page 291; under deed from Charles W. Kennedy dated July 11, 
1942, recorded August 3, 1942, at said office in Book 531 of Deeds at page 603; 
and under Deed dated July 11, 1942, from M. Kennedy recorded August 3, 1942, 
in said office, in Book 531 of Deeds at page 602. 

Together with all and singular the tenements, hereditaments and appurtenances 
thereunto belonging and all licenses, contracts, agreements and easements apper- 
taining thereunto and leaseholds held in connection therewith, including, but not 
limited to, the following: 
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(a) Easement for railroad track granted by Edmund Kuhn and others to Boeing 
Airplane Company by instrument dated November 14, 1940, recorded November 
18, 1940, in the office of Register of Deeds, Sedgwick County, Kans., in Book 
510 of Deeds, page 560 which easement was assigned by Boeing Airplane Company 
to Defense Plant Corporation by instrument dated January 19, 1942, record 
November 8, 1946, in the office of said Register of Deeds in Book 214 of Miscel- 
laneous Records, page 531. 

(b) Easement for railroad track granted by M. Kennedy to Defense Plant 
Corporation by irstrument dated August 3, 1942, recorded August 3, 1942, in the 
office of the Register of Deeds, Sedgwick County, Kans., in Miscellaneous Book 
164, page 249. ‘ 

(c) Easement for sewer granted by Alice R. Craig to Boeing Airplane Company 
by instrument dated August 25, 1941, recorded August 29, 1941, in the office of 
Rezister of Deeds, Sedgwick County, Kans., in Miscellaneous Book 159, page 
324, which easement was assigned by Boeing Airplane Company to Defense 
Plant Corporation by instrument dated November 30, 1941, recorded February 
oe in Miscellaneous Book 160, page 615, in the office of said Register of 

eeds. 

(d) Easement for sewer granted by Martha Dunham and W. H. Dunham to 
Boeing Airplane Company by instrument dated August 25, 1941, recorded August 
29, 1941, in the office of Register of Deeds, Sedgwick County, Kansas, in 
Miscellaneous Book 159, Page 326, which easement was assigned by Boeing Air- 
plane Company to Defense Plant Corporation by Instrument dated November 
30, 1941, recorded February 13, 1941 in the office of said Register of Deeds in 
Miscellaneous Book 160, Page 611. 

(e) Easement for sewer granted by Kenneth Edminster and Martha Edminster 
to Boeing Airplane Company by instrument dated August 23, 1941, recorded 
August 29, 1941, in the office of Register of Deeds, Sedgwick County, Kansas, 
in Miscellaneous Book 159, Page 317, which easement was rap yer by Boeing 
Airplane Company to Defense Plant Corporation by instrument dated November 
30, 1941, recorded February 13, 1942 in the office of said Register of Deeds in 
Miscellaneous Book 160, Page 613. 

(f) Easement for sewer granted by Donald 8S. Gray and Edna B. Gray to 
Boeing Airplane Company by instrument dated August 22, 1941, recorded 
August 29, 1941, in the office of Register of Deeds, Sedgwick County, Kansas, in 
Miscellaneous Book 159, Page 316, which easement was wart rote by Boeing 
Airplane Company to Defense Plant Corporation by instrument dated November 
30, 1941, recorded February 13, 1942 in the office of said Register of Deeds in 
Miscellaneous Book 160, Page 618. 

(g) Easement for sewer granted by Bertha A. Hauser and C. Hauser to Boeing 
Airplane Company by instrument dated August 22, 1941, recorded August 29, 
1941, in the office of Register of Deeds, Sedgwick County, Kansas, in Miscella- 
neous Book 159, Page 322, which easement was assigned by Boeing Airplane 
Company to Defense Plant Corporation by instrument dated November 30, 1941, 
recorded February 13, 1942 in the office of said Register of Deeds in Miscellaneous 
Book 160, Page 620. 

(h) Easement for sewer granted by Ed Kuhn and others to Boeing Airplane 
Company by instrument dated August 22, 1941, recorded August 29, 1941, in 
the office of Register of Deeds, Sedgwick County, Kansas, in Miscellaneous 
Book 159, Page 313, which easement was assigned by Boeing Airplane Company 
to Defense Plant Corporation by instrument dated November 30, 1941, recorded 
February 13, 1942 in the office of said Register of Deeds in Miscellaneous Book 
160, Page 622. 

(i) Easement for sewer granted by E. F. Wolf and Amelia Wolf to Boeing 
Airplane Company by instrument dated August 23, 1941, recorded August 29, 
1941 in the Office of Register of Deeds, Sedgwick County, Kansas, in Miscella- 
neous Book 159, Page 321, which easement was assigned by Boeing Airplane 
Company to Defense Plant Corporation by instrument dated November 30, 1941, 
recorded February 13, 1942, in Miscellaneous Book 160, Page 617. : 

(j) Easement for sewer granted by Frederick Rost and Anna Rost to Boeing 
Airplane Company by instrument dated January 28, 1943, recorded January 28, 
1943 in the Office of Register of Deeds, Sedgwick County, Kansas, in Miscel- 
laneous Book 166, Page 266, which easement was assigned by Boeing Airplane 
Company to Defense Plant Corporation by instrument dated April 9, 1943, 
recorded April 14, 1943, in the Office of said Register of Deeds in Book 540 of 
Deeds, Page 404. 
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(k) Easement for sewer granted to Boeing Airplane Company by the Board of 
County Commissioners of Sedgwick County, Kansas, by order entered November 
23, 1942. 

(1) Easement for spur track, gasoline storage and pipe line facilities, building 
materials and gare storage, granted by the Board of Park Commissioners 
for the pe 3 ichita to the Boeing Airplane Company by instrument dated 
June 21, 1941. 

(m) Lease agreement executed March 10, 1943 between Board of Park Com- 
missioners of the City of Wichita and Defense Plant Corporation, concurred in 
by the City of Wichita on authority of the Board of Commissioners thereof on 
March 22, 1943. 

AND TOGETHER WITH all the right, title, interest and claim of the party 
of the first part of, in, and to all structures, buildings, fixtures, machinery, equip- 
ment, railroad spurs, power lines, transformers, water lines, sewer lines, pipe 
lines and all other property, personal or mixed, comprising a part of the facility 
known as Plancor 139, situate and being on the land, leaseholds, or easements 
hereby conveyed and/or used in connection with the facility aforesaid which have 
been as of the date hereof declared surplus property of the United States by the 
Reconstruction Finance Corporation and assigned to the War Assets Adminis- 
trator for disposal. 

Subject to Easements, restrictions, licenses and agreements of record; and sub- 
ject to existing commitments, agreements and leases made by Reconstruction 
Finance Corporation or War Assets Administration; and also subject to unpaid 
taxes for the years 1944, 1945, 1946, and 1947. 

The land and property aforesaid were duly declared surplus and assigned to 
the War Assets Administrator for disposal acting pursuant to Executive Order 
9689, Reorganization Plan One of 1947 (12 Fed. Reg. 4534), and W. A. A. Regu- 
lation No. 1, as amended. 

To have and to hold the premises aforesaid, with all and singular the rights, 


privileges, appurtenances and immunities thereto belonging, or in any wise apper- 
taining, forever. 


In Witness Wuereor, the party of the first part has caused these presents to 
be executed the day and year first above written. 


RECONSTRUCTION FINANCE CORPORATION 
AcTING BY AND THROUGH 
War Assets ADMINISTRATOR 
By E. V. Turney, 
Deputy Zone Administrator for Real Property Disposal, War Assets 
Administration, Zone 4 Kansas City, Missouri 


ACKNOWLEDGMENT 
State oF Missovrti, 


County of Jackson, ss: 


Be it remembered that on the 25th day of February 1948, before me, Grace B. 
Cole, a Notary Public in and for Jackson County, Missouri, personally appeared 
E. V. Turney, Deputy Zone Administrator for Real Property Disposal, War 
Assets Administration, Zone 4, who is personally known to me and known to 
me to be E. V. Turney, Deputy Zone Administrator for said Real Property Dis- 
posal and the same person who executed the foregoing insi:ument, and he duly 
acknowledged the execution of the same for and on behalf of and as the free act 
and deed of the Reconstruction Finance Corporation, acting by and through the 
War Assets Administrator. 

In Witness Wrereor, I have hereunto set my hand and affixed my official 


seal at Kansas City, Jackson County, Missouri, the day and year last above 
written. 


[SEAL] Grace B. Cote, 


Notary Public. 
My Commission Expires June 5, 1951. 


CERTIFICATE 


I, the undersigned R. Whittet, Associate Deputy Administrator, Office of 
Real Property Disposal, War Assets Administration, in my official capacity as 
such Associate Deputy Administrator, Office of Real Property Disposal, and duly 
authorized in the Delegation of Authority Incident to the Care, Handling and 


Conveyancing dated December 1, 1947, to make the following certification, do 
hereby certify: 
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1. That E. V. Turney is the Deputy Zone Administrator for Real Property 
a Disposal, Zone IV, War Assets Administration, duly appointed, authorized and 
ies acting in such capacity at the time of the execution of the attached instrument. 
% 2. That the attached Delegation of Authority Incident to the Care, Handlirg 
and Convevancing is a true and correct copy of the original of said Delegation of 
Authority, dated December 1, 1947. 

ie eo Given under my hand this 25th day of February 1948. 

fie) B R. Wuitter, 

: ee Associate Deputy Administrator, Office of Real Property Disposal, War 
Bist a Assets Administration. 
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DELEGATION oF AvuTHoRITy No. 9 


DELEGATION OF AUTHORITY INCIDENT TO THE CARE, HANDLING, AND CONVEY- 
‘ ANCING OF SURPLUS REAL PROPERTY AND PERSONAL PROPERTY ASSIGNED FOR 
fa’ ; DISPOSAL THEREWITH 





The Deputy Administrator, Office of Real Property Disposal, and each Asso- 
ciate Deputy Administrator, Office of Real Property Disposal, War Assets 
Administration; the Zone Administrator, the Deputy Zone Administrator for Rea! 
Property Disposal, the Associate Deputy Zone Administrator for Real Property 
Disposal, and the Assistant Deputy Zone Administrator for Real Property Dis- 
pose, in each and every War Assets Administration Zone Office; the Regional 

irector and the Deputy Regional Director for Real Property Disposal, in each 
and every War Assets Administration Regional Office: the District Director and 
Deputy District Director for Real Property Disposal, War Assets Administration 
District Office, Columbia, South Carolina; and any person or persons designated 
to act, and acting, in any of the foregoing capacities, are hereby authorized, indi- 
vidually (1) to execute, acknowledge and deliver any deed, lease, permit, contract, 
receipt, bill of sale, or other instruments in writing in connection with the care, 
handling and disposal of surplus real property, or personal property assigned 
for disposition with real property, located within the United States, its territories 
and possessions, (2) to accept any notes, bonds, mortgages, deeds of trust or 
other security instruments taken as consideration in whole or in part for the 
disposition of such surplus real or personal property, and to do all acts necessary 
or proper to release and discharge any such instrument or any lien created by 
such instrument or otherwise created, and (3) to do or perform any other act h 
necessary to effect the transfer of title to any such surplus real or personal property 
located as above provided; all pursuant to the provisions of the Surplus Property 
Act of 1944, as amended (58 Stat. 765; 50 U. S. C. App. Supp. 1611); Public 
Law 181, 79th Cong. (59 Stat. 533; 50 U.S. C. App. Supp. 1614a, 1614b); Reor- 
ganization Plan 1 of 1947 (12 F. R. 4534); Public Law 289, 80th Cong. (61 Stat. 
678): and War Assets Administration Regulation No. 1 (12 F. R. 6661). 

The Zone Administrator in each and every War Assets Administration Zone 
Office is hereby authorized to redelegate to such person or persons as he may 
designate the authority delegated to him by this instrument. 

L. 8. Wright, the Secretary of the Real Property Review Board and R. Whittet, 
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Associate Deputy Administrator, Office of Real Property Disposal, War Assets In 
Administration, are hereby authorized, individually, to certify true copies of In 
this Delegation and provide such further certification as may be necessary to pI 
effectuate the intent of this Delegation in form for recording in any jurisdiction, wi 
as may be required. 
This Delegation shall be effective as of the opening of business on December 1, Pe 
1947. 
This authority is in addition to, but shall not in any manner supersede delega- 
tions of authority previously granted under dates of May 17, 1946; May 29, 1946; at 
July 30, 1946; September 16, 1946; October 31, 1946; November 22, 1946; po 
January 13, 1947; and June 6, 1947; as do not conflict with the provisions of this jm 
Delegation. 
Jess Larson, of 
Acting Administrator. me 
Dated December 1, 1947. 99 
Filed for record February 26, 1948, 12:05 p. m. m 


C. S. AUKERMAN 
Register of Deeds. 
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State Commission of Revenue and Taxation, Form S. E. C. 2 


AppLIcATION For Retier From a Tax GRIEVANCE 


THIS FORM IS THE ONLY BLANK TO BE USED IN PRESENTING GRIEVANCES TO THE 
STATE COMMISSION OF REVENUE AND TAXATION AND IS NOT TO BE USED IN AN 
ENDEAVOR TO SECURE A REDUCTION IN THE ASSESSED VALUATION OF PROPERTY 


By (Name of Applicant) United States of America. 

Division Engineer, Missouri River Division, Corps of Engineers, Department 
of the Army P. O. Box 1216, Omaha, Nebraska. 

The Undersigned Petitioner Complains of a Tax Grievance Based on the Facts 
Hereinafter Alleged and Verified by Affidavit. 

1. Indicate location of property on March Ist of year covered by this applica- 
tion: (County) Sedgwick, (Township) Riverside, (City) Wichita, (S. D.) FID-6. 

2. Year upon which tax grivance is based: 1948 and subsequent years. 

Please answer the following questions carefully: What is: 


(a) Value of property as assessed___._..._..-_-.------------- ee $8, 708, 000 
(b) Rate of levy on each dollar valuation......_._....._-.-..---. ~-_-_-__-- 
(c) Amount of tax claimed to have been erroneously charged_..... ......-_-- 


3. State whether the tax in question is a refund or an abatement: Abatement. 


CAUSE OF GRIEVANCE 


1. Constitutional Exemption: 

Was there neglect or omission on the part of the taxing authorities to give the 
$200 exemption which the law allows to families: 

2. Exemptions of real estate used for state, county, municipal, literary, educa- 
tional, scientific, religious, benevolent or charitable purposes, or property belong- 
ing to the United States of America or its agencies or instrumentalities unless 
taxation permitted by specific Federal Act: (See Article 2, Chapter 79, G. 8. 
1935 and amendments for law relating to exempt property generally.) 

Title vested in the United States of America. 

3. Clerical Errors: 

A. Assessment of improvements on real estate which did not exist: _..---.-- 

B. Assessment of improvements on real estate other than where they should 
RSENS poo teeth a eee Oe ees er Bie So re SS pe boc eke 

C. Assessment of property destroyed by fire previous to March Ist: _...._-- 

D. Assessment in district which was not the tax situs of the property: .~...-- 

E. Assessment of property to wrong person: ...........--..-------------- 

i See NIRS sisi ete decd ai ch id bbcdd odetbnsecddecbeckendace 





AFFIDAVIT OF PETITIONER 


Refer to Cause of Grievance and describe real estate or personal property 
involved in this grievance. If property is claimed to be exempt, give complete 
information as to who holds title, when acquired, and accurate description of 
property and use of said property. Statement should clearly recite all facts upon 
which claimant bases claim for relief. 

By deed dated 25 February 1948, filed for record in Sedgwick County, Kansas, 
on 26 February 1948, and recorded in Deed Book 682 on Page 481, title to the 
following described Pe gh vested in the United States of America: 

SE of Sec. 11, T28S, RIE, except the following described tract: Beginning 
at the SW corner of the SE%, thence N 1463.15 feet, thence northeasterly to a 
point on the East line of the W'% of the W% of said SE% 800.35 feet south of 
the north line of said SE\% of See. 11, thence South 1854.55 feet to South line of 
Sec. 11, thence West to place of beginning, and The North 990 feet of the NE% 
of the NE of Sec. 14, T28S, R1E of the 6th P. M. otherwise described as com- 
mencing at the NE corner of Sec. 14, T28S, RIE, thence south 990 feet; thence 
west 1326.1 feet to the west line of the NE of the NE% of Sec. 14, thence North 
990 feet; thence East 1326.1 feet to beginning, and The North 990 feet of the 


UNIVERSITY Ur MICHIGAN LIBRARIES 











eo eres APE ee 


as 
~ werner BO OE 


moe 





or. oR ow 





12 BOARD OF COUNTY COMMISSIONERS OF SEDGWICK COUNTY, KANS. 


East 660 feet of the NW of the NE of Sec. 14, T28S, R1E of the 6th P. M., 
containit.g 15 acres, including road; also described as beginning at the NE corner 
of the NWY, of the NE% of Sec. 14, South 990 feet; West 660 feet; North 990 
feet; East 660 feet to place of beginning. 

he of the above-described property situated in the County of Sedgwick, State 
of Kansas. 


State or NEBRASKA, 
Douglas County, ss: 
I, W. R. Goodall, Jr., Chief, Real Estate Division, MRDIV, CE, DA, Petitioner 
herein, solemnly swear that the information furnished in the foregoing statements 
correctly and truly sets forth the facts, as I verily believe. So help me God. 


W. R. Goopatt, Jr. 
Subscribed and sworn to before me this 7th day of July, 1948. 


[SEAL] Currrorp E. LaAMMErs, 
Notary Public, Douglas County, Nebr. 
My commission expires May 10, 1954. 


RECOMMENDATION OF COUNTY CLERK OR COUNTY ASSESSOR 


Have you carefully examined the facts as above set out? Yes. 

Do you find, after such examination and investigation, that they represent 
the true situation? Yes. 

Do you recommend that the relief herein prayed for be granted? Yes. 


sais: County Assessor. 
If detailed explanation is necessary please set out the facts: 


ewe ew nmewe eee ee eee eee eee 


County Assessor. 


Each application upon this form must be accompanied by a statement of all 
the facts upon which the applicant relies to establish his right to the relief asked. 
The statement of these facts must be in affidavit or documentary form. State- 
ments not sworn to will not be considered. The burden is upon the applicant 
to show, affirmatively, by proper evidence, that he is entitled to the relief asked. 
Failing to do this, the relief sought will be denied. 

Nors.—lIf, upon investigation, it is found by the county authorities that the 
statement of the applicant does not correctly state the facts in respect to the 
assessment and taxes complained of, a letter explaining the situation should be 
forwarded by the proper officer who transmits the application to the State Com- 
mission of Revenue and Taxation. 

This blank is not to be used in an endeavor to secure a reduction of assessed 
values unless the excess valuation was caused by an actual clerical error on the 
part of some taxing officer. 


JuLy 19, 1954. 
Subject: H. R. 5183. 
Hon. Cuauncey REEp, 
Chairman, Judiciary Committee, 
House of Representatives, Washington, D. C. 

Dear CuatrMAN ReeEp: The amendment to this act, submitted to the com- 
mittee, is offered because the bill, as previously reported, would leave unsettled 
a large claim for interest on the delinquent taxes for the tax years 1944, 1945, 
1946, and 1947, which, as to the unpaid 1947 tax, is continually reducing the 
net value of the Government’s title. 

Inasmuch as this property, owned by Reconstruction Finance Corporation, 
was subject to taxation to the same extent according to its value as other real 
ong nade the delinquent taxes, assumed by the United States when it took title 

y deed, subject to these taxes, continue to draw interest under the Kansas 
tax laws at the rate of 10 percent per annum. 
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There has been no adjudication nor payment of the interest claims for any of 
the 4 years and while it cannot be collected from the United States without the 
consent of Congress the lien, nevertheless, will adhere to the title and will greatly 
reduce the net value whenever the United States disposes of the property. The 

roposed amendment will take care of that situation by providing that the 
Dnited States will pay the amount specified in this act if and when the Kansas 
Legislature shall have enacted a law clearing the title of all tax liens. 
Sincerely, 
Tue Boarp or County ComMissiONERS 
or Sepawick County, Kans. 
By Cuavupe I. Depew. 
Lewis A. Hasty. 
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MILITARY DEPARTMENT OF THE STATE OF FLORIDA 





Aprit 4, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Burpick, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 2194] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2194) for the relief of the Military Department of the State 
of Florida, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to release the Military 
Department of the State of Florida from liability for claims of any 
nature, or monetary liability for certain properties which had been 
used to house equipment issued to Battery A, 712th Antiaircraft 
Artillery Gun Battalion, Key West, Fla., which properties were used 
under license to the State of Florida from the Department of the Army. 


STATEMENT OF FACTS 


The property here in question involved 2.95 acres of land and build- 
ings, 50, 52, T-113, and T-127, comprising a part of the Key West 
Barracks Military Reservation, Key West, Fla. The property was 
licensed to the State of Florida for the period August 1, 1947, to July 
31, 1952, to house equipment of Battery A, 712th Antiaireraft Artillery 
Gun Battalion, and to provide a drill area. 

In May 1951 Battery A was ordered to active Federal service at 
Camp Stewart, Ga. The buildings were therefore vacated, and there 
were no personnel available at Key West for maintenance or occu- 
paney of the buildings. The condition of the buildings deteriorated 
due to natural factors and the activities of vandals. The buildings 
Were of frame construction and were of a mobilization type, which 
were designed for a period of 5 years of use. This period had expired 

55006 





QNIVERSIITY Ur MIUIGAN LIDRANICO 














i 
: 
# 





earrne rere ees 6 SUV aS Tiere 


“sere se ete 


oe ere ae 








2 MILITARY DEPARTMENT OF THE STATE OF FLORIDA 





before the property had been licensed to the State in 1947. A com- 
plete description of the buildings and the circumstances of their use as 
well as of the rest of the property is set out in the letter of the Military 
Department of Florida, which is appended to this report. 

The report of the Honorable John Slezak, made to the committee 
in behalf of the Department of the Army, holds that the State had 
obligated itself to restore the property to the condition existing at the 
date it had taken over the property. Yet this ignores the fact that 
a contributing factor in this situation was the fact that the Florida 
unit was called into Federal service. The property was then not 
needed for the purpose for which it had been obtained and the per- 
sonnel who would normally have the primary function for maintain- 
ing the property were ordered from the State to Camp Stewart, Ga. 
It further appears that the damage was done by contractors and work- 
ers at an adjacent permanent housing project and by other vandals. 
It was not possible for the Military Department of the State of Florida 
to — the property to the degree that this damage could be pre- 
vented. 

As of 1952 these buildings, which were constructed for a useful life 
of about 5 years, had served the Army, Navy, and National Guard 
for over 10 years. 

The committee believes that the facts in this case justify the con- 
clusion that the Military Department of the State of Florida should 
be granted the relief provided for in the bill. It is therefore recom- 
mended that the bill be considered favorably. 





DEPARTMENT OF DEFENSE, 
DEPARTMENT OF THE ARMY, 
Washington 25, D. C., July 30, 1954. 
Hon. Cuauncry W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Reep: Reference is made to your letter, inclosing a copy of H. R. 
8280, 83d Congress, a bill for the relief of the Military Department of the State 
of Florida, and requesting a report on the merits of the bill. 

This bill provides as follows: ‘‘That the Military Department of the State of 
Florida is hereby held free from all claims of any nature for damage to, or monetary 
liability for, certain propertics under license to the State of Florida from the 
Department of the Army, United States Engineers, through its district engineer 
office in Jacksonville, Florida; said property at one time being used by the State 
of Florida to house equipment issued to Battery A, 712th Antiaircraft Artillery 
Gun Battalion, Key West, Florida, and consisting of two and fifty-nine one- 
hundredths acres of land and certain improvements thereon.” 

In 1947 the War Department determined that it had no further requirement 
for the Key West Barracks Military Reservation, comprising 28.65 acres of land 
and improvements in Key West, Fia. However, it was found that the Military 
Department of the State of Florida had a requirement for 2.95 acres of the installa- 
tion for use by the Florida National Guard. In addition, the Department of the 
Navy asked that the remainder of the installation be withheld from disposition as 
surplus property in order that it might fully explore its requirement therefor. 
A 5-year revocable license to use the 2.95 acres and improvements thereon, con- 
sisting of a garage, gas station, wash rack and grease rack, and installed property 
was issued to the Military Department of the State of Florida on October 17, 1947, 
and 25.70 acres of land and improvements thereon was transferred to the Depart- 
ment of the Navy on January 7, 1949. 

The license, issued to the military department of Florida in 1947 provided 
that the licensee should maintain and keep in good repair and condition the 
premises authorized to be used and that on or before expiration or relinquishment 
of the license, the licensee should restore the property to a condition satisfactory 
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to the division engineer, Corps of Engineers, South Atlantie division. The 
report of a joint inspection of the property in August 1947 disclosed that the 
garage, gas station, and wash rack were in fair condition and that the grease 
rack was in excellent condition. However, an inspection of the property by a 
Corps of Engineers representative, shortly after renewal of the license on August 
1, 1952, for an additional term of 5 years, disclosed that the licensee had not dis- 
charged its obligation to maintain and keep in good repair the premises included 
in the license and that there was evidence of use of the property as a dumping 
ground and saivage area by wrecking engineers engaged in ground clearing and 
construction operations for a nearby housing project. The license of August 1, 
1952, obligated the licensee to maintain the property and restore it to as good 
condition as that existing upon the date of commencement of the term of the 
license, damages beyond control of the licensee and due to fair wear and tear 
excepted. The license expressly provided that it was a renewal of the license 
dated October 17, 1947, and incorporated the report of the joint survey made 
at the beginning of 1947 license as a part of the renewal. 

On September 8, 1953, the :ilitary department of the State of Florida asked 
that the license be terminated. Inspection of the buildings at that time disclosed 
that they were in a hazardous and dilanpicated condition and that demolition 
and removal at once was necessary as a safety measure. The buildings were 
sold at public sale to the city of Key West for the sum of $1, the city agreeing to 
remove the buildings and restore the site 

The cost of restoring the buildings to as good condition as that existing when 
the State took possession of the property in 1947 was estimated by the district 
engineer, Corps of Engineers, Jacksonville. Fla , to be $4 355 61 and, on June 2, 
1953, the State was requested to make payment therefor in accordance with the 
terms of the above-mentioned license. Payment has not been made. 

The State of Florida contracted an obligation to restore the premises which 
it used and has failed to discharge that obligation The Department of the Army 
believes that the State of Florida should not be relieved of the obligation by the 
enactment of H_ R. 8280 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincere. y yours, 
JoHN SLezak, 
Acting Secretary of the Army. 


Strate or Fioripa, 
Miuirary DEPARTMENT; 
OFFICE OF THE ADJUTANT GENERAL, 
State Arsenal, St. Augustine, August 6, 1954. 
Re H. R. 8280. 
Hon. Caauncey W. Reep, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrmMan: The following evidence is respectfully submitted in 
support of H. R. 8280, which was introduced by Congressman Robert L. F. 
Sikes of Florida for the relief of the Military Department, State of Florida, in 
the amount of $4,355.61, covering alleged monetary responsibility for damage, 
deterioration, and destruction on certain properties under license to the State of 
Florida from the Department of the Army, United States Engineers, through 
its district office, Corps of Engineers, United States Army, Jacksonville, Fla. 

1 2.95 acres of land, together with rights of ingress and egress to and from 
said area, and buildings Nos. 50, 52, T-113, and T-127, comprising a portion of 
the Key West Barracks Military Reservation, Key West, Fla., were originally 
Hosea $6 the State of Florida, beginning August 1, 1947, and ending July 31, 
1952. Property was requested to house equipment issued to Battery A, 712th 
qners Artillery Gun Battalion, Key West, Fla., and to provide an adequate 
rill area. 

2. Joint inspection, conducted by representatives of the district engineers and 
the State of Florida, at the time of initial license, indicated the buildings listed 
above were in fair condition with the exception of building T-127, which was 
indicated in excellent condition. 

3. Federal property issued to the Florida National Guard and in turn issued 
to Battery A was adequately housed in the above buildings at Key West Barracks 


UNIVERSIIY Ur MILNIGAN LIDNANIZO 





‘mrrarvere nr 


rae waeras tire e es 


sogmete tenre reer s 


4 MILITARY DEPARTMENT OF THE STATE OF FLORIDA 


during the period October 1947 to May 1951. The buildings were maintained in 
excellent condition by personnel assigned to Battery A, 712th Antiaircraft 
Artillery Gun Battalion, during their occupancy. 

4. In May 1951, Battery A, 712th Antiaireraft Artillery Gun Battalion, was 
ordered to active Federal service with station at Camp Stewart, Ga. From 
May 1951, to October 1952, no personnel were available at Key West, Fla., for 
maintenance and/or occupancy of the above-mentioned buildings. 

5. Original license, condition 2, states “‘that the licensee shall maintain and keep 
in good repair and condition the premises herein authorized to be used, and all 
costs of operation, maintenance, and restoration occasioned by reason of the 
occupancy of the premises by the licensee shall be paid for from funds available 
to the licensee.” 

6. Descriptions of the buildings are as follows: 

Building No. 50: Motor-storage building, frame construction; mineral surface 
rolled roofing, and concrete floor; originally constructed in 1918 at a cost of 
$1,979; 50 by 104 fect. 

Building No. 52: Gas station, shed type, frame construction, asbestos shingle 
roofing, concrete floor, 9 by 12 feet; containing 1 electric gasoline pump and 1 
2,000-gallon, underground storage tank; original construction, 1925; estimated 
cost, $250. 

Building T-113: 22 by 29 feet, consisting of a concrete wash rack with a frame- 
type mineral surface rolled roof above the wash rack; approximately six 4 by 4 
wooden posts support the frame roof. Constructed in 1942 at estimated cost of 
$500. 

Building T-127: Erroneously listed as a building when actually it consists of a 
grease rack, compressor-type tanks, out in the open air, not housed in a building. 

7. In May 1951, the buildings were in fair-to-poor condition. Consideration 
should be given to normal deterioration of temporary-type construction. 

8. During 1951 the district engineers released all of Key West Barracks, with 
the exception of the 2.95 acres of land licensed to the National Guard of Florida, 
for a Navy housing project. This project was completed in late 1952 or early 
1953. Many barrack-type buildings, messhalils, latrines, and other buildings of 
the stardard Army mobilization-type construction were salvaged or otherwise 
disposed of to allow for the new housing construction. 

9. During annual inspection of real and installed property conducted by repre- 
sentatives of the Military Department, State of Florida, in April 1952, it was 
noted that buildings Nos. 50, 52, and T-113 were in extremely poor condition 
due to natural deterioration. During the period April-October 1952, while the 
housing project was under construction and Navy families were moving into the 
area, considerable vandalism, by unauthorized persons, was observed in an 
engineer inspector’s report, during August or early September and again on or 
about October 10. The entire 2.95 acres of land was littered with broken boards, 
pieces of siding, pushed-down gasoline tanks and debris from the existing buildings 
and from removal of other buildings to allow construction on the housing project. 

10. The Military Department, State of Florida, desired the property to house 
Battery A, 712th Antiaircraft Artillery Gun Battalion, upon its return from 
active Federal service in May 1953 and, accordingly, requested the engineers 
dispose of all buildings which were deteriorated beyond use in order that a motor- 
vehicle-storage garage of permanent construction or a service-center building of 
permanent construction could be raised on the property prior to the arrival of 
the unit at its home station. The United States Engineers failed to take neces- 
sary action to promptly dispose of the buildings during the period October 1952- 
May 1953. It has been necessary to physically move the location of Battery A, 
712th Antiaircraft Artillery Gun Battalion, from Key West, Fla., to Lake Wales, 
Fla. The United States engineers have determined that present restoration costs 
substantially exceed the initial cost of construction due to overall increased cost 
of equipment, materials, and labor since the license was granted in 1947. 

It is the opinion of the Military Department, State of Florida, that the United 
States engineers have no need for the buildings and installed property covered 
by the original license. In all probeblity the land may be used to extend the 
housing project for Navy families in Key West. 

It is the opinion of this headquarters that the original buildings were mobiliza- 
tion-type construction and were initially designed for a period of approximately 
5 years. It is desired to point out that the useful period had been exceeded, in 
all cases, at the time the National Guard received the license from the United 
States engineers. 
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The above statements concerning actions by the Military Department, State 
of Florida, are true according to the records in my office and to the best of my 
knowledge and belief. Statements concerning actions by agencies not under 
control of the Military Department, State of Florida, are true to the best of my 
knowledge and belief. 

Copies of correspondence are attached hereto for further information. 

Respectfully yours, 
Marx W. Lance, 
Major General, 
The Adjutant General. 


[First endorsement ] 


ApsuTaNnT Generaw’s Orrice, Fioripa, 
State Arsenal, St. Augustine, Fla., September 23, 1953. 
To: Office of the District Engineer, Corps of Engineers, United States Army, 
Jacksonville, Fla. 
Attention: Mr. Morris A. Spooner, Chief, Real Estate Division. 


1. Reference is made to basic communication and letter, your office, June 12, 
1953, file SAKRE 680.4, concerning payment to the Government for restoration 
items of property licensed to the State of Florida at Key West Barracks, Fla. 

2. Paragraph 2 of letter, June 12, 1953, indicates the condition of four buildings 
at the time the State accepted the property in 1947. Paragraph 3 of referenced 
letter, June 12, 1953, indicates that engineers have inspected the property and 
supplied estimates of the cost of restoration. This headquarters does not concur 
with the estimates for the cost of restoration in view of the fact the license does 
not provide for such restoration. The license provides that the State of Florida 
will maintain the facilities and return them to the United States Government in 
good order as that existing at the time the premises were licensed to the State. 
Rea'-properiy records maintained in this headquarters on forms supplied to this 
headquarters by the district engineers, Jacksonville, Fla., indicate the following: 

Building No. 50 was originally constructed in 1918 at a cost of $1,979. 

Building No. 52 was constructed in 1925 at an estimated cost of $250. 

Building No. T-113 was constructed in 1942 at an estimated cost of $500. 

3. The above cost figures were taken from Real Pronerty Record, Building and 
Structures, WD AGO Form 5-47, supplied to the U.S. P. & D. O. when the property 
was licensed to the State of Florida in 1947. It is the opinion of this office that 
the buildings were mo)ilization-type construction and were initially designed for a 
period of approximately 5 years. It is desired to point out that the useful period 
had been exceeded, in most cases, at the time the National Guard received the 
license from the engineers. Therefore, it is the further opinion of this headquarters 
that normal depreciation should be considered and that a new estimate should be 
prepared based on the potential salvaze expectancy, which, in no case, should 
exceed the initial construction cost less reasonable depreciation. 

4. It is requested a restudy and reevaluation be made by the district engineers 
for submission to this headquarters. It is regretted that letter, your office, June 
12, 1953, was not answered by this headquarters promptly. The delay was 
occasioned by supervisory duties and urgent trips in connection with summer 
field training by the various members of this headquarters. 


Mark W. Lance, 


Major General, 
The Adjutant General. 


{Second endorsement] 


Corps or Enatneers, Unirep States Army, 
OrricE, District ENGINEER, 
Jacksonville, Fla., October 28, 1953. 
Subject: License to State of Florida National Guard, Key West, Fla. 
To: Adjutant General, State of Florida Military Department, State Arsenal, 
St. Augustine, Fla. 


1. Paragraph 2 of first endorsement contains statement that the license does 
not provide for restoration, in which this office does not concur. In this con- 
nection, attention is invited to provision No. 11 of the license, which in fact 
provides, among other things, that the State of Florida shall restore the licensed 
premises to as good condition as that existing upon commencement date of the 
term of the license. 
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2. This office does not concur in that the estimates of cost of restoration should 
be based on the potential salvage expectancy which, in no case, should exceed 
the initial construction costs less depreciation. The responsibility of the State is 
for restoration and elements pertinent to original costs or life expectancy are not 
considered appropriate in determining this responsibility. It is realized that 
restoration costs substantially exceed the initial costs but this is due to the overall 
increased costs of equipment, materials, and labor since the license was granted. 
In other words, it would appear impracticable to physically restore the damaged 
property at this time for a sum equalizing the original cost of the property. 

3. This office believes that the estimates of cost of restoration on the three 
buildings in question have been calculated on the correct basis. In view of the 
foregoing, the matter is, therefore, returned for your further consideration. 

For the district engineer: 

Grorce L. Fryer, 
Acting Chiey, Real Estate Division. 


Corps oF Enctneers, Unitep States Army, 
Orrice OF THE District ENGINEER, 
JACKSONVILLE DistRICcT, 
Jacksonville, Fla., September 18, 1958. 
Subject: License to State of Florida National Guard, Key West, Fla. 
To: State of Florida Military Department, State Arsenal, St. Augustine, Fla. 
Attention: Adjutant General. 

1. Reference is made to letter from this office, dated June 12, 1953, above file 
[SAKRM 680.4] and subject, concerning payment to the Government for restora- 
tion items of property licensed to the State of Florida National Guard at Key 
West Barracks, Fla. 

2. To date the necessary payment has not been received by this office and, 
therefore, your prompt advice as to the status of this matter will be appreciated. 

For the district engineer: 

Morris A. Spooner, 
Chief, Real Estate Division. 


[First endorsement] 


ApsuTtTantT GENERAL’s Orrice, FLoripa, 
State Arsenal, St. Augustine, Fla, Seplember 9, 1958. 
To: — engineer, Jacksonville district, Corps of Engineers, Jacksonville, 
‘la. 
Forwarded. 
For the Adjutant General: 
Junian F, Prarr, 
Lieutenant Colonel, National Guard Bureau, 
Acting United States Property and 
Disbursing Officer for Florida. 





SEPTEMBER 8, 1953. 
Subject: Cancellation of license, Key West Barracks. 
Through: Acting U. 8. P. & D. O. for Florida, State Arsenal, St. Augustine, Fla. 
To: ese engineer, Jacksonville district, Corps of Engineers, Jacksonville, 
a. 

1. You are informed that the Florida National Guard has no further use for 
the facility licensed to the National Guard at Key West, Fla., said license being 
granted on the Ist day of August 1952 and consisting of 2.95 acres of land com- 
prising a portion of Key West Barracks, Key West, Fla. 

2. It is requested that the above-mentioned license be terminated. 

For the Adjutant General: 

Rautpuw W. Cooper, Jr., 
Colonel, Corps of Engineers, Florida National Guard, 
State Quartermaster. 
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(First endorsement] 


Corps oF ENGINEERS, UNITED Sates Army, 
Orrice, District ENGINEER, 
Jacksonville, Fla., September 2, 1958. 
To: Acting United States property and disbursing officer for Florida, State of 
Florida Military Department, State Arsenal, St. Augustine, Fla. 
Subject: Request for approval of disposal of buildings and improvements. 


1. The matter of disposal of the buildings was presented to higher authority 
for approval. However, during a recent meeting between Major General Lance 
and Colonel Cooper of the Florida National Guard and Mr. Spooner of this office, 
General Lance advised that action would be taken to declare the entire licensed 
property excess to the requirements of the Florida National Guard. This office 
is now awaiting formal notification from the Florida National Guard of its re- 
linquishment of the existing license. 

2. In view of this subsequent development, it is reasonable to assume that the 
installation in its entirety will be approved for disposal, and it therefore appears 
advantageous to accomplish disposition of the buildings with the installation. 
Accordingly, processing of the buildings for disposal has been suspended. 

For the district engineer: 

Grorce L. Frver, 
Acting Chief, Real Estate Division. 


StraTe or Fioripa, 
Mi.LitaRY DEPARTMENT, 
OrFice oF THe ApJUTANT GENERAL, 
State Arsenal, St. Augustine, August 25, 1958. 
Subject: Request for approval of disposal of buildings and improvements. 
To: eae district engineer, Corps of Engineers, United States Army, Jackson- 
ville, Fla. 

Attention: Mr. Morris A. Spooner, Chief, Real Estate Division. 


1. Reference is made to letter, your office, January 19, 1953, file SAKRM 680.4, 
Key West Barracks, Fla.; subject, ‘‘Removal of Certain Real and Installed 
Property, Key West Barracks,” and to the fourth wrapper endorsement, from 
this office January 29, 1953, enclosing Forms WD-AGO 337, specifically request- 
ing removal or disposal of buildings and improvements. 

2. To date this office has heard nothing further from the Corps of Engineers 
in regard to this matter. It is requested that information be furnished on the 
status of the approval of disposal of buildings and improvements in order that the 
files of this office may be brought up to date. 

For the Adjutant General: 

Juuian F, Prarr, 
Lieutenant Colonel, National Guard Bureau, 
Acting United States Property and Disbursing Officer for Florida. 





Tue District ENGINEER, 
JACKSONVILLE, Friortpa District, 
Jacksonville, Fla., June 12, 1958. 
Subject: License to Florida National Guard, Key West, Fla. 
To: State of Florida Military Department, State Arsenal, St. Augustine, Fla. 
Attention: Adjutant General. 

1. Reference is made to license granted by the Department of the Army to the 
State of Florida National Guard to use and occupy approximately 3 acres of land 
and 4 structures at Key West Barracks, Key West, Fla. 

2. The license provided that the State of Florida National Guard would main- 
tain the facilities and return them to the United States Government in as good 
order as that existing at the time the premises were licensed to the State. As of 
the date of issuance of said license, the condition of the buildings involved was 
shown as follows: 


PE INO. od ocincunecnonsacs Condition fair. 
I I ee encom Do. 
Building No, T-113_............-.-- 


Do. 
Building No. T-127_.............-- Condition excellent. 
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3. Recent inspections of the property disclosed that the Florida National Guard 
has not complied with the maintenance requirements of the license and it is, there- 
fore, incumbent upon this office to determine the monetary responsibility of the 
State in this matter and request compensation therefor. o that end, engineers 
have inspected the property and supplied estimates of the cost of restoration to at 
least the condition existing at the time the license was issued, as follows: 


Datiding No. 00. ee ese ee $3, 450. 86 
Pentti Nee U0 os i occ Soaks unk ete 506. 23 
Mae NO. Pelt Bi ea acainwadnem 398. 52 

WORN idk ok eee keene acadbdneerenlex 4, 355. 61 


4. As a matter of information, the comments of the engineers making the 
above estimates with respect to the buildings themselves were as follows: 

Building No. 50 is noted in basic memo to have been in fair condition in 
1947. Today it isin very poor condition. All windows and entrance doors 
have been destroyed. Extensive damage has also been inflicted to various 
structural members, wood siding and horizontal V-joint wall covering. All 
plumbing fixtures, except shower head end piping, have been removed by 
persons unknown. Gasoline pump has been completely destroyed. Sliding 
service doors have been tampered with and made unusable. In addition to 
damage incurred by vandalism, the structure has been greatly damaged by 
the elements and termites. 

Building No. 52 is listed in basic memo as being in fair condition in 1947. 
Today it does not exist. The building has been torn down by persons 
unknown. Various sections and members of the structure are still on the 
site but are considered unusable. 

Building No. T-113: Same as building No. 52. 

5. Pursuant to the terms of the license, it is requested that reimbursement to 
the Treesurer of the United Stetes be arranged in the amount shown above and 
forwarded to this office as soon as may be convenient. 

6. If it is felt to be desirable, the writer will be glad to discuss the matter with 
representatives of your office at any time that may be convenient to you. 

For the aistrict engineer: 

Morets A. SPOONER, 
Chief, Real Estate Division. 





ApRIL 28, 1953. 
Subject: Report of Inspection, Key West Barracks. 
To: The Adjutant General, State of Florida, State Arsenal, St. Augustine, Fla. 

1. By direction of the Adjutant General of Florida, the undersigned officer made 
an inspection, on April 27, 1953, of facilities at Key West Barracks, occupied by 
the Florida National Guard under a license from the Chief of Engineers. This 
inspection was occasioned by a verbal request from Mr. Morris A. Spooner, Chief, 
Real Estate Division, United States Engineers, and was coordinated with Mr 
Harry Madden of the office ,United States Engineers, Jacksonville, Fla. 

2. Attention is invited to letter, September 11, 1952, subject: “Report of 
Inspection of Premises at Key West Barracks, Key West, Fla., Occupied by the 
Florida National Guard,” which states in detail the condition of the buildings at 
Key West Barracks as a result of joint inspection made on September 8-9, 1952. 
A copy of referenced letter report is enclosed for ready reference. 

3. The following conditions were presently observed: 

(a) Building No. 50 (motor storage building): All of the window sashes have 
been removed from the building by parties unknown. Approximately 10 percent 
of the siding has been removed. Debris was littered throughout the building and 
around the building. The electrie gasoline pump adjacent to building No. 50 
has been knocked down and completely demolished. 

(6) Building No. 52 (gas station): This building has either fallen down or has 
been pushed down. There remains approximately four-fifths of the roof complete, 
with a few pieces of siding, studs, and sills right underneath the roof. The area 
around the gas station is littered with broken boards and other debris. The 
electric gasoline pump has been broken down, blown down, or pushed down, and 
is oe demolished. 

(c) Building No. T-113 (shed over wash rack): This building has been blown 
down or pushed down. There remains approximately 75 percent of the roof with 
afew studs. The area around building No. T-113 is littered with debris. 
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4. The undersigned conferred with Mr. Madden at length and it was his (Mad- 
den’s) opinion that vandals had destroyed buildings Nos. 52 and T-113. Mr. 
Madden contended that he chased away approximately 20 small boys, who appar- 
ently lived in the housing project adjacent to the Key West Barracks’ property, 
while waiting on this officer to arrive at 1100 hours, Apr‘l 27, 1953. In company 
with Mr. Madden, we contacted Mr James L Staples, a salvage contractor, 1120 
South Street, telephone2-5545, Key West, Fla. who agreed to raze building No. 50 
and to remove all salvage from the area, including the hydraulic lift and pressure 
tanks, and clean up the property for salvage only. Particular attention is invited 
to paragraph 6, letter, September 11, 1952 headed “Recommendations,” in which 
the hydraulic lift and pressure tanks were excluded from the salvage. 

5. Mr. Madden informed the undersigned that he was instructed by the engi- 
neers to work up actual cost value of the property as of 1947, when the Key West 
Barracks was leased to the State of Florida, and that he presumed the engineers 
would request payment from the State of Florida, in money or in kind, based on 
this estimate. 

6. It is the recommendation of the undersigned officer that the State of Florida 
consider the property as of October 29, 1959, when recommendation was made 
to the Corps of Engineers to immediately salvage all structures at Key West 
Barracks. Copy of letter, October 29, 1952; subject: Removal of Certain Real 
and Installed Property, Key West Barracks, is attached. 


Juuian F. Prarr, 
Lieutenant Colonel, National Guard Bureau, 
Acting United States Property and Disbursing Officer for Florida. 





{Second wrapper endorsement] 


AbDJUTANT GENERAL’s OFrFice, FLoripa, 
State Arsenal, St. Augustine, Fla., January 21, 1958. 
Subject: Removal of certain real and installed property, Key West Barracks. 
To: ee engineer, Corps of Engineers, United States Army, Jackson- 
ville, Fla. 

In compliance with first wrapper endorsement and in regard to second endorse- 
ment, February 18, 1952, office, division engineer, Atlanta, Ga., the following 
comments are offered for the possible inclusion in a reply to be forwarded from the 
office, district engineer, Jacksonville: 

1. The facilities received in October 1947 were in fair-to-poor condition. 
Normal maintenance was regularly performed by the State of Florida and by 

ersonnel assigned to Battery A, 712th Antiaircraft Artillery Gun Battalion, in 

vey West. No funds were available for outside painting of buildings. It is 
reasonable to acknowledge that buildings unattended and unoccupied for any 
length of time deteriorate more rapidly than when occupied or in constant use. 
Battery A, 712th Antiaircraft Artillery Gun Battalion, was called to active Federal 
duty in May 1951. The buildings have been unoccupied since that date. It is 
considered that the life expectancy of the temporary-type buildings has long ago 
been reached. With the construction of permanent-type housing adjacent to 
the property at Key West, it was impossible to keep the contractors, workers, and 
citizens of Key West off the Federal property. At the earliest possible date the 
grounds and buildings were policed and the land cleared of debris, as indicated 
in the attached photographs. 

2. The facility has not been used by the National Guard since May 1951; how- 
ever, Battery A, 712th Antiaireraft Artillery Gun Battalion, is due to be-returned 
to the Stete of Florida from active military service in May 1953. It is the desire 
of the State of Florida to have the unusable, deteriorated buildings and property 
mentioned in basic communication removed immediately from the premises, and, 
with funds available to the National Guard Bureau, construct on the site a service- 
center building or a motor-vehicle-storage garage, of a semipermanent nature, to 
adequately house and protect Federal property which will be assigned and issued 
to Battery A, 712th Antiaircraft Artillery Gun Battalion, as fast as it is received 
in the State of Florida after May 1953. In this connection, attention is invited 
to the enclosed statement from the Military Department, State of Florida, 
signed by the State quartermaster. 

3. It is strongly recommended that the facilities be declared excess and that 
salvage begin at the earliest practicable date (reference paragraph 3, basic com- 
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munication). This office does not have WD AGO Form 337. If a supply could 
be forwarded, same will be filled out and returned immediately. 
For the Adjutant General: 
Juuian F. Prarr, 
Lieutenant Colonel, National Guard Bureau, 
Acting United States Property and Disbursing Officer for Florida. 








(First wrapper endorsement] 





ee 5 Corps or ENcinEErS, Unirep States Army, 
x : Orrice, District ENGINEER, 
Jacksonville, Fla., January 7, 1958. 
Subject: Removal of certain real and installed property, Key West Barracks. 
To: Acting United States property and disbursing officer for State of Florida, 
State Arsenal, St. Augustine, Fla. 

1. For information on which to base reply to preceding second endorsement. 
The matter was discussed with Col. Ralph Cooper, State quartermaster, Florida 
oe aay Guard, January 6, 1953, and said officer is cognizant of the action being 
taken. 

2. With respect to justification for retention of the licensed land by the Florida 
National Guard, it is requested that statement be procured from the National 
Guard, outlining their future requirements for the property and that the same 
be furnished with your reply. 

For the district engineer: 

Morais A. SPOONER, 
Chief, Real Estate Division. 





{Second endorsement] 





Corps OF ENGINEERS, 
Souta AtiLantic Division, 
Orrice, Diviston ENGINEER, 
Atlanta, Ga., December 18, 1952. 


Subject: Removal of certain real and installed property, Key West barracks. 
To: District engineer, Corps of Engineers, Jacksonville, Fla. 


1. The responsibility of the State of Florida is for the maintenance of facilities 
in as good order as that existing at the time the premises were originally licensed 
to it on October 17, 1947. The enclosed correspondence and the report of the 
inspector clearly indicate that the State has not complied with the terms of its 
contract. It is, therefore, requested that a determination be made of the mone- 
tary responsibility of the State of Florida under the terms of its contract and 
that such determination be supported by appropriate enginecring estimate and, 
if required, an appraisal of the waste committed by the State in its negligent 
maintenance and protection of the installation. 

2. The enclosures hereto indicate that the facility is not being used by the 
National Guard. If such is the case, it is requested that your recommendations 
be submitted wit’ respect to the termination of the license and the initiation 
of necessary action to declare the property surplus and report it to the General 
Services Administration. 

3. Upon completion of the studies required by paragraphs 1 and 2 above, it 
is requested that your comments and recommendations be submitted by endorse- 
ment hereon. If it is determined to be impractical to recommend that the 
license be terminated and the facilities declared excess, this office will entertain 
a recommendation for the salvage of all improvements and the clearance of the 
site provided the recommendation is accompanied by WD AGO Form 337 pre- 
pared by the USP and DO. In the event you choose this course of action, it is 
to be observed that the responsibility of the State will not be diminished thereby 
and that the requirements of the National Guard for the then unimproved land 
will require justification. s 

By order of the division engineer: 
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B. A. McKIntey, 
Chief, Management and Disposal Branch, 
Real Estate Division. 
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{First endorsement] 


Corrs OF ENGINEERS, 
OrFicre, District ENGINEER, 
Jacksonville, Fla., December 16, 1952. 
Subject: Removal of certain real and installed property, Key West Barracks. 
To: Division engineer, South Atlantic division, Atlanta, Ga. 
Attention: SADRM. 

1. Basie communication, containing recommendation of the acting United 
States property and disbursing officer for the State of Florida for demolition of 
certain Government property at Key West Barracks, Fla., is forwarded for 
consideration. 

2. The buildings discussed herein (and 2.95 acres of land) were reserved from 
surplus and licensed to the State of Florida for National Guard aciivities. The 
USP and DO is accountable for the property. 

3. There has been added hereto Annual Report of Inspection, SAD Form 1483, 
of the property included in the license, together with the attachments listed below, 
wherein it will be noted that the Florida National Guard has not kept the licensed 
property in good repair and condition as provided under the terms of the instru- 
ment. The report is also submitied for record purposes pursunnt to division 
memorandum No. 4-50, dated April 19, 1950. 

4 (a) Copy letter from district engineer, Jacksonville, to the adjutant general, 
State of Florida Military Depertment, deted September 2, 1952. 

(b) Copy letter from the adjutant general, State of Florida Military Depart- 
ment, to district engineer, Jacksonville, dated September 5, 1952, with two 
enclosures. 

(c) Copy letter from adjutant general, State of Florida, Military Department, 
to District engineer, Jacksonville, dated September 11, 1952, with enclosure. 

(d) Copy letter from resident engineer, Corps of Engineers, Miami Peach, 
Fla., reservation to district engineer, Jacksonville, dated October 14, 1952. 

4. Photographs of buildings involved are also enclosed. 

5. Based on information contained in the inspection report and letter mentioned 
in paragraph 3 (d) above, in that the buildings are in a very poor and hazardous 
condition, it would appear advantageous to the Government to dispose of the 
property. 

For the District Engineer: 

Morris A. Spooner, 
Chief, Real Estate Division. 


Ocroser 29, 1952. 
Subject: Removal of certain rea! and installed property, Key West Barracks. 
To: Corps of Engineers, United States Army, Jacksonville, Fla. 
Attention: Mr. Morris A. Spooner, Chief, Real Estate Division. 

1. During annual inspection of real and installed property conducted by the 
undersigned officer on April 9, 1952, it was noted that buildings No. 50, 52, and 
T-113 were in extremely poor condition, due to natural deterioration. It is the 
opinion of this officer that the buildings were constructed for a period of approxi- 
mately 5 years, that they have served the Army, the Navy, and National Guard 
for over 10 years, and have outlived their designed usefulness, and constitute a 
serious hazard at present. 

2. On September 8-9, 1952, the undersigned officer, together with Col. Ralph 
W. Cooper, Jr., State quartermaster for Florida, made an inspection of facilities 
at Key West Barracks occupied by the Florida National Guard uncer a license 
from the Chief of Engineers. The condition of the buildings was found to be 
as follows: : 

(a) Building No. 50 (motor-storage building): This building is of frame 
construction with mineral surface rolled roofing and concrete floor. Building was 
in extreme state of disrepair and deterioration. It was found that the sills of the 
building were rotten as well as the lower portion of some of the studs. The 
siding which remains upon the building was weathered, warped, cracked, and 
unserviceable from shrinkage. Roof sheathing along the edges had rotted. 

(6) Building No. 52 (gas station): This building, which is of shed-type, partly 
enclosed with siding, is deteriorated beyond repair. Some of the siding has been 
removed by persons unknown; however, the remaining pieces do not indicate 
property of value to have been removed. The remaining structure is well rotted 
and deteriorated and has long ago outlived its useful life. 
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(c) Building No. T-113 (shed over wash rack): A number of the beams and 
most of the posts, as well as a portion of the roof sheathing, are well rotted. 
The existing building should be demolished immediately before it falls down. 

(d) Building No. T-127: This is erroneously listed as a building, when actually 
it consists of a grease rack and compressor-type tanks out in the open air. The 
grease rack and tanks appear to be in good condition. 

3. It is recommended that all buildings, with the exception of the grease rack 
and installed property consisting of lift, hydraulic, 2-section, with 2 pressure 
tanks and valves, be itinmediately razed inasmuch as they constitute a hazard 
due to the impending hurricane season, and all are beyond economical repair. 
It is further recommended that buildings and installed property, except for the 
hydraulic lift, be given to a salvage operator as payment for removal thereof, 
and that all buildings and installed property be removed from the records. This 
recommendation is based on actual observation that the value of the salvage 
material would not warrant the cost of formal Government advertising for sale. 
A local salvage contractor offered to remove all structures for all salvage plus 
$200, but later stated he would raze and remove the buildings and clean up the 
property for salvage only. 

For the ad‘utant general: 

Juuian F. Prarr, 
Lieutenant Colonel, National Guard Bureau, 
Acting United States Property and Disbursing Officer for Florida. 





SepremBer 11, 1952. 
Subject: Report of inspection of premises at Key West Barracks, Key West, Fla., 
occupied by the Florida National Guard. 
To: The adjutant general, State of Florida, State Arsenal, St. Augustine, Fla. 

1. By direction of the adjutant general of Florida, Col. Julian F. Pfaff, acting 
United States property and disbursing officer for Florida, and Col. Ralph W. 
Cooper, Jr., State quartermaster for Florida, made an inspection on September 
8-9, 1952, of facilities at Key West Barracks occupied by the Florida National 
Guard under a license from the Chief of Engineers. This inspection was occa- 
sioned by a report, dated August 16, 1952, made by T. K. Hodges, and transmitted 
to the adjutant general by letter from the Chief of Real Estate Division, United 
States Engineers, dated September 2, 1952. 

2. The conditions as outlined in the aforementioned report, dated August 16, 
1952, were found to be correct and the entire property was littered with debris 
to include scrap-salvage building materials. Conditions as pertain to buildings 
are found to be as follows: 

(a) Building No. 50 (Motor-storage building): This building is of frame con- 
struction with mineral surface rolled roofing and concrete floor. Building was in 
extreme state of disrepnir and deterioration due to natural causes es well as 
vandalism. Some of the siding had been torn from the building, doors demolished, 
and windows destroyed. It was found that the sills of the building were rotten 
as well as the lower portion of some of the studs; the siding which remains upon 
the building was weathered, warped, and cracked, and unserviceable from shrink- 
age; roof sheathing along the edges had rotted. It is felt that these conditions 
would have existed in spite of normal maintenance as the building was of tempo- 
rary wartime construction and has passed its anticipated period of serviceability. 

(6) Building No. 52 (Gas station): This building, which is of shed type, partly 
enclosed with siding, has been partly demolished, apparently through vandalism, 
as well as natural causes. 

(c) Building No. T-113 (shed over wash rack): A number of the beams and 
posts are rotted as well as a portion of the roof sheathing. This building is danger- 
ous and should be demolished immedistely. 

3. The undersigned conferred with Mr. Wagor, of the firm of Porter, Wagor, 
Russell, Inc., and Mr. James L. Staples, superintendent for the above contractor 
at Key West. They stated that the property had been used by the ABCD Corp., 
who were the salvage contractor at Key West Barracks. They further stated 
that it had been their desire to utilize building No. 50 for the storage of equipment 
during their work of constructing a housing project at Key West Barracks, but 
upon receipt of a letter from the adjutant general, refusing permission for so doing, 
they made otber arrangements. They stated that they had on several occasions 
nailed up the doors and windows in an endeavor to discourage vandalism without 
success, and further stated that, in their opinion, the vandals consisted of children 
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occupying the newly constructed facilities at the Key West Barracks housing 
project. Mr. Wagor indicated that the salvage materials on the ground left by 
the ABCD Corp. had become the property of Porter, Wagor, Russell, Inc., and 
that the removal of the materials and cleanup of the property was the respon- 
sibility of the corporation. He agreed that they would immediately proceed with 
the cleanup and a deadline of September 22, 1952, was set for completion of this 
work 

4. Further inquiry of other individuals seems to substantiate the statements of 
Mr. Wagor as to the source of vandalism, but it was impossible to determine the 
particular individual or individuals concerned. Use of the property was made by 
both the ABCD Corp and Porter, Wagor, Russell, Inc., without authority. 

5. The USP and DO for Florida did, on April 9, 1952, inspect this property and 
found same to be in good condition, except as pertains to natura! deterioration. 

6. Recommendation —It is recommended that all buildings be immediately 
razed inasmuch as they constitute a hazard, due to the impending hurricane 
season, and all are beyond economical repair. It is further reeommended that 
buildings and installed property, except for the hydraulic lift, be given to a salvage 
operator as p2zyment for removal thereof, and that all buildings and installed 
property be removed from the records. This reeommendation is based on actual 
observation that the value of the salvage material would not warrant the cost of 
formal Government advertising for sale. A local salvage contractor, when 
confronted, offered to remove all structures for all salvage plus $200, but later 
stated he would raze and remove the buildings and clean up the property for 
salvage only. 

JULIAN F. Prarr, 
Lieutenant Colonel, NGB, 
Acting United States Property and Disbursing Officer for Florida. 


Rapa W. Cooper, Jr., 
Colonel, Corps of Engineers, Florida National Guard, 
State Quartermaster. 
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84TH CoNGrREss } HOUSE OF REPRESENTATIVES { Report 
Ist A‘ession No. 392 





AMENDING SECTION 5 OF THE FLOOD CONTROL ACT 
OF AUGUST 18, 1941, AS AMENDED, PERTAINING TO 
EMERGENCY FLOOD-CONTROL WORK 





Aprit 4, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 3878} 


The Committee on Public Works, to whom was referred the bill 
(H. R. 3878) to amend section 5 of the Flood Control Act of August 18, 
1941, as amended, pertaining to emergency flood-control work, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of H. R. 3878 is to amend section 5 of the Flood Control 
Act of August 18, 1941, relating to emergency flood work to provide 
authority for flood emergency preparation, and to eliminate the 
present requirement of maintenance of flood-control works threatened 
or destroyed by flood. 

Section 5 of the Flood Control Act of 1941 is as follows: 

That the Secretary of War is hereby authorized to allot, from any appropriations 
heretofore, or hereafter made for flood control, not to exceed $1,000,000 for any 
one fiscal year to be expended in rescue work, or in the repair or maintenance of 
any flood-control work threatened or destroyed by flood. 

Section 5 was amended by section 210 of the Flood Control Act 
of 1950, at which time $15 million was authorized for flood emergency 
work and provision made for replenishment of the fund on an annual 
basis. Additional funds, under this continuing authority, have been 
pi aga periodically based on experience acquired in flood 
fighting in previous years. 

The Secretary of the Army advises the committee that there are 
at the present time a number of functions performed by the Corps of 
Engineers in connection with emergency flood-control activities 
which are properly chargeable to the existing law but which are not 
specifically covered therein. In some cases certain of these activities 
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are now charged to “General investigations,” Civil Functions Appro- 
prance Acts, and thereby result in unwarranted inroads on this 
imited appropriation. Such activities are preparation and dissem- 
ination of flood emergency manuals; general educational measures 
such as training and exercises for flood emergencies; inspection of 
organization and equipment and of flood-control works constructed 
by local interests; ‘heniales of technical advice to local interests; 
coordination with the Red Cross and with State and Federal agencies 
of the work of flood fighting and rescue, and emergency repairs and 
rehabilitation. The proposal to add the term “flood emergency 
preparation” to the existing law would clarify the authority for 
charging the cost of work of this nature to flood emergency appro- 
priations, 

H. R. 3878 proposes to eliminate the present requirement of main- 
tenance since the purpose of the flood emergency appropriation is for 
work of an emergency nature and should not include ordinary main- 
tenance of existing flood-control works. The Secretary of the Army 
advised the committee that because of the word ‘“‘maintenance’’ in 
the present law, it has been administratively difficult to withhold 
allotments for the repair of flood-control works which should be 
maintained from other sources. As a result, funds available annually 
for true emergency work have been reduced. The effect of this 
elimination would be to permit the use of the entire emergency flood 
appropriation for the purposes for which it was basically intended. 

This legislation was requested by the Secretary of the Army and has 
the approval of the Bureau of the Budget. The letter from the 
Secretary of the Army urging enactment is as follows: 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., February 7, 1955. 
Hon. Sam RayYBurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
amend section 5 of the Flood Control Act of August 18, 1941, as amended, pertain- 
ing to emergency flood-control work. 

The submission of this legislation is in accordance with procedures approved 
by the Secretary of Defense. The Bureau of the Budget has advised that it has 
no objection to the submission of this proposal for the consideration of the Con- 
gress and the Department of the Army recommends its enactment. 

The purpose of this proposed legislation is to amend the existing law concerning 
emergency fiood work so as to provide authority for flood emergency preparation, 
and to eliminate the present requirement of maintenance of flood-control works 
threatened or destroyed by flood. 

There are at the present time a number of functions performed by the Corps 
of Engineers in connection with emergency flood-control activities which are 
properly chargeable to the existing law but which are not specifically covered 
therein. In some cases certain of these activities are now charged to “General 
investigations, Civil Functions Appropriations Acts, and thereby result in unwar- 
ranted inroads on this limited appropriation. Such activities are preparation 
and dissemination of flood emergency manuals; general educational measures such 
as training and exercises for flood emergencies; inspection of organization and 
equipment and of flood-control works constructed by local interests; furnishing 
of technical advice to local interests; coordination with the Red Cross and with 
State and Federal agencies of the work of flood fighting and rescue, and emergency 
repairs and rehabilitation. The proposal to add the term “flood emergency pre- 
paration” to the existing law would clarify the authority for charging the cost 
of work of this nature to flood emergency appropriations. 

With reference to the proposed elimination of maintenance, the purpose of the 
flood emergency appropriation is for work of an emergency nature and should not 
include ordinary maintenance of existing flood-control works. Because of the 
word “maintenance” in the present law, it has been administratively difficult to 
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withhold allotments for the repair of flood-control works which should be main- 
tained from other sources. As a result, funds available annually for true emer- 
gency work have been reduced. The effect of this elimination would be to permit 
the use of the entire emergency flood appropriation for the purposes for which it 


was basically intended. 


The fiscal effect of this proposed legislation cannot be estimated. 


Sincerely yours, 


Rosert T. Stevens 
Secretary of the Army: 


CHANGES IN EXISTING LAW 


In ape sm with paragraph 3 of rule XIII of the Rules of the 


House of 


epresentatives, changes in existing law proposed by the bill 


are shown in parallel columns as follows: 


Existing Law 


SECTION 5 OF THE FLOOD CONTROL ACT 
OF AUGUST 18, 191, AS AMENDED 


That there is hereby authorized an 
emergency fund in the amount of 
$15,000,000 to be expended in rescue 
work or in the repair, restoration or 
maintenance of any flood-control work 
threatened or destroyed by flood, in- 
cluding the strengthening, raising, ex- 
tending or other modification thereof 
as may be necessary in the discretion of 
the Chief of Engineers for the adequate 
functioning of the work for flood con- 
trol. The appropriation of such moneys 
as may be necessary for the initial 
establishment of this fund and for its 
replenishment on an annual basis, is 
hereby authorized: Provided, That pend- 
ing the appropriation of said sum, the 
Secretary of the Army may allot, from 
existing flood-control appropriations, 
such sums as may be necessary for the 
immediate prosecution of the work 
herein authorized, such appropriations 
to be reimbursed from the appropria- 
tion herein authorized when made: 
And provided further, That the Chief of 
Engineers is authorized, in the prosecu- 
tion of work in connection with rescue 
operations, or in conducting other flood 
emergency work, to acquire on a rental 
basis such motor vehicles including 
passenger cars and buses as in his 
discretion are deemed necessary. 


AMENDMENT UNDER H. R. 3878 


That there is hereby authorized an 
emergency fund in the amount of 
$15,000,000 to be expended in flood 
emergency preparation; in flood fighting 
and rescue operations, or in the repair 
or restorsiion of any flood-control 
work threatened or destroyed by flood, 
including the strengthening, raising, 
extending or other modification thereof 
as may be necessary in the discretion 
of the Chief of Engineers for the ade- 
quate functioning of the work for flood 
control. The appropriation of such 
moneys for the initial establishment of 
this fund and for its replenishment on 
an annual basis, is hereby authorized: 
Provided, That pending the appropria- 
tion of said sum, the Secretary of the 
Army may allot, from existing flood- 
control appropriations, such sums as 
may be necessary for the immediate 
prosecution of the work herein author- 
ized, such appropriations to be reim- 
bursed from the appropriation herein 
authorized when made. The Chief of 
Engineers is authorized, in the prosecu- 
tion of work in connection with rescue 
operations, or in conducting other flood 
emergency work, to acquire on a rental 
basis such motor vehicles, including 
passenger cars and buses, as in his dis- 
cretion are deemed necessary. 
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1st Session No. 393 


84TH CONGRESS } HOUSE OF REPRESENTATIVES | REPORT 





AMENDING SECTION 2 OF THE ACT OF MARCH 2, 1945, 
PERTAINING TO THE COLUMBIA RIVER AT BONNE- 
VILLE, OREG, 





Apri 4, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Buartnik, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 3879] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 3879) to amend section 2 of the act of March 2, 1945, pertain- 
ing to the Columbia River at Bonneville, Oreg., having considered 
the same, report favorably thereon without amendment and recom- 
ment that the bill do pass. 

The purpose of H. R. 3879 is to increase the authorization for 
acquiring land and providing facilities to replace Indian fishing 
grounds, submerged or destroyed as a result of the construction of 
the Bonneville Dam, Columbia River, from $50,000 to $185,000. 

Section 2 of the River and Harbor Act of March 2, 1945, authorized 
$50,000 for the acquisition of lands in the States of Oregon and Wash- 
ington to replace Indian fishing grounds submerged or destroyed as a 
result of the construction of Bonneville Dam. Negotiations were 
undertaken with the Yakima, Umatilla, and Warm Springs Indian 
Tribes as to the selection and improvement of agreed sites. Con- 
siderable controversy arose among the Indians as to the sites. This 
controversy was settled after several years by the Indian tribes ap- 
pointing the Celilo Fish Committee to act for all the tribes. Agree- 
ment has been reached that six sites will be provided. Two of these 
have been acquired by direct purchase, two more are being acquired 
through condemnation, and two others which were originally agreed 
upon can no longer be utilized because of changed conditions subse- 
quent to their selection. Substitutes for these two sites are now 
being sought. Land for this use is limited in the Bonneville pool. 

The alternate sites considered suitable will require expenditure of 
considerable funds for access roads, clearing and grading, and filling of 
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2 AMEND SECTION 2 OF THE ACT OF MARCH 2, 1945 


a portion of the land in order to convert it to beneficial use. For this 
reason, and because land costs have risen sharply in this area, it is 
now estimated that an additional sum of $135,000 will be needed to 
fulfill the Government’s obligation in replacement of Indian fishing 
— submerged or destroyed as the result of the construction of the 

onneville Dam. An amendment to section 2 of the River and Har- 
bor Act of March 2, 1945, as provided in H. R. 3879, is required to 
obtain the additional authorization. 


The legislation was requested by the Secretary of the Army and the 


committee is advised that the Bureau of the Budget has no objection 
to its enactment. 


The letter from the Secretary of the Army requesting the legislation 
follows: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., February 1, 1956. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
amend section 2 of the act of March 2, 1945, pertaining to the Columbia River 
at Bonneville, Oreg. 

The submission of this legislation is in accordance with procedures approved 
by the Secretary of Defense. The Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the consideration of the 
Congress and the Department of the Army recommends its enactment. 

The purpose of this proposed legislation is to increase the authorization for 
acquiring land and providing facilities to replace Indian fishing grounds sub- 
merged or destroyed as a result of the construction of the Bonneville Dam, Colum- 
bia River, from $50,000 to $185,000. 

Pursuant to the authority in section 2 of the River and Harbor Act of March 2, 
1945 (59 Stat. 10), negotiations were undertaken with the Yakima, Umatilla, and 
Warm Springs Indian Tribes as to the selection and improvement of agreed sites. 
Considerable controversy arose among the Indians as to the sites. This contro- 
versy was settled after several years by the Indian tribes appointing the Celilo 
Fish Committee to act for all the tribes. It has been agreed that six sites will 
be provided. They will be acquired by the Government and improved by clear- 
ing and grading, providing access roads, installation of railroad crossing with 
signals where necessary, construction of incinerators, drying sheds for curing 
salmon, and construction of water supply and sanitary facilities. Title to the 
sites will be conveyed to the Department of the Interior for the use of the Indian 
tribes. Two sites have been acquired by direct purchase and limited facilities 
constructed. Two other sites are being acquired through condemnation. The 
last two sites which were originally agreed upon can no longer be utilized because 
of changed conditions subsequent to their selection. Substitutes for these two 
sites are now being sought. Land for this specific use is limited in the Bonneville 
pool. The alternate sites considered suitable will require expenditure of con- 
siderable funds for access roads, clearing and grading, and filling of a portion of 
the land in order to convert it to beneficial use. 

In addition to this factor, which will increase the cost, land costs have also 
risen sharply in this area and construction costs have risen in general as they have 
in other parts of the country. It is now estimated that an additional sum of 
$135,000 will be needed to fulfill the Government’s obligation in replacement of 
Indian fishing grounds submerged or destroyed as the result of the construction of 
the Bonneville Dam. The total cost will therefore be $185,000. The foregoing 
amendment is required to obtain the additional authorization. 

Sincerely yours, 
Rosert T. Stevens, 
Secretary of the Army. 
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CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the rules of the 
House of Representatives, changes in existing law proposed by the 
bill are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 2 or tHe River anp Harsor Act or Marcu 2, 1945 


That portion of section 
Bonneville, Oregon’’: 


“* * * Provided, That not to exceed £850,000} $185,000 may be expended 
for this purpose from funds heretofore or ereafter appropriated for maintenance 
and improvement of existing river and harbor works * * *#” 


O 


2 appearing under the caption “Columbia River at 
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1st Session 


841TH CoNGREss } HOUSE OF REPRESENTATIVES | Report 


No. 394 





EXTENDING TITLE II, FIRST WAR POWERS ACT, 1941 





Apri. 4, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 4052] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4052) to amend the act of January 12, 1951, as amended, to 
continue in effect the provisions of title II of the First War Powers 
Act, 1941, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


GENERAL STATEMENT 


The purpose of this legislation is to extend the termination date of 
title II of the First War Powers Act of 1941 to June 30, 1957. Under 
present law title II would expire on June 30 of this year. 

Under the provisions of title II, the President may authorize any 
department or agency of the Government exercising functions in con- 
nection with the prosecution of the national defense effort to enter 
into contracts and into amendments or modifications of contracts and 
to make advance, progress, and other payments thereon, without 
regard to the provisions of the law relating to the making, performance, 
amendment, or modification of contracts, whenever he deems such 
action would facilitate the national defense, subject, however, to the 
additional provisions set forth in title I]. Pursuant thereto the 
President has conferred the powers authorized in title II upon the 
heads of a number of executive departments and agencies, including 
the Departments of Defense, Army, Navy, Air Force, Commerce, 
Agriculture, and Interior, the Atomic Energy Commission, the Na- 
tional Advisory Committee for Aeronautics, the Government Printing 
Office, the General Services Administration, the Tennessee Valley 
Authority and the Federal Civil Defense Administrator. 
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The continuation of the effectiveness of these emergency powers 
has been and will continue to be of important assistance to the au- 
thorized departments and agencies of the Government in the prosecu- 
tion of the national mobilization program, either in current procure- 
ment activities or as standby authority which may be exercised during 
a period of exigency arising out of the defense effort. Under the act, 
executive departments and agencies are empowered to amend or 
modify Government contracts without additional consideration, 
where, for example, an actual or threatened loss on a defense contract 
will impair the productive capacity of a contractor whose continued 
existence is needed for the national defense. Officials likewise may 
make advance payments on contracts to be executed in futuro or 
extend delivery dates where authorized. Mistakes and ambiguities 
in contracts may be rectified, and indemnity payments may be 
guaranteed for otherwise noninsurable risks. Without this authority, 
it would be impossible for the various procurement agencies to use the 
special procuremert techniques required in situations of military or 
neeceenen urgency, which other permanent laws are not designed to 
ord. 

Title II was reactivated for the Korean emergency by the act of 
January 12, 1951. Each year thereafter it has been extended. This 
legislation provides for a 2-year extension of the automatic termination 
date to June 30, 1957. Of course, in addition to the termination date 
there remains the possibility of title 11 terminating at any time Con- 
gress by concurrent resolution or the President designate. 

The executive communication from the Department of the Navy 
and the departmental reports on the bill are here inserted and made 
a part of this report. 





DEPARTMENT OF THE Navy, 
OrricE OF THE SECRETARY, 
Washington 25, D. C., February 7, 1956. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Washington 25, D. C. 

My Dear Mr. Speaker: There is forwarded herewith a draft of legislation, to 
amend the act of January 12, 1951, as amended, to continue in effect the provisions 
of title II of the First War Powers Act, 1941. 

This proposal is part of the Department of Defense legislative program for 
1955, and the Bureau of the Budget has advised that it is in accord with the pro- 
gram of the President. The Department of the Navy has been designated as 
the representative of the Department of Defense for this legislation. It is recom- 
mended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The proposed legislation would amend section 2 of the act of January 12, 1951 
(64 Stat. 1257; 50 U. S. C. App. 611, note), as amended (Public Law 426, 82d 
Cong., and Public Laws 97 and 443, 83d Cong.), so as to continue the effective- 
ness of title I] of the First War Powers Act, 1941, for the duration of the national 
emergency proclaimed December 16, 1950, or until June 30, 1957, whichever is 
earlier. Public Law 443 of the 83d Congress last extended that authority until 
June 30, 1955. This 2-year extension of title II of the First War Powers Act, 
1941, was urged by the President in his state of the Union message (p. 6, H. Doc. 
No. 1, 84th Cong.). 

Under the provisions of the existing law the President may authorize any 
department or agency of the Government exercising functions in connection with 
the prosecution of the national defense effort to enter into contracts and into 
amendments or modifications of contracts and to make advance, progress and 
other payments thereon, without regard to the provisions of the law relating to 
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the making, performance, amendment or modification of contracts whenever he 
deems such action would facilitate the national defense, subject, however, to the 
additional provisions which are set forth in title II of the First War Powers Act, 


1941. 

Also by the authority of that title, the Department of Defense is empowered 
to am contracts without consideration. This includes the extension of the 
time of performance of contracts and the waiver of liquidated damages and per- 
formance bonds by the United States. The Department of Defense is currently 
authorized to make advance payments on advertised contracts. Without the 
authority granted by title II of the First War Powers Act, 1941, the Department 
of Defense could make advance payments only on negotiated contracts. 

The exercise of title II authority permits the defense agencies to make the 
necessary adjustments to assure the continued availability of essential productive 
capacity. ithout this authority, it will be impossible to use the special procure- 
ment techniques necessary and proper in situations of military or production 
urgency, which other permanent laws are not designed to afford. It is believed 
that the extension of titie II of the First War Powers Act, 1941, as amended. is 
vitally necessary in order to supplement other contract authority and to insure an 
uninterrupted performance of contracts to facilitate the national defense 


COST AND BUDGET DATA 


The enactment of this legislation would cause no apparent increase in budgetary 
requirements insofar as the Department of Defense is concerned 
Sincerely yours, 
C. 8. Tuomas. 


GENERAL SERVICES ADMINISTRATION, 


Washington 25, D. C., March 18, 1956. 
Re bill H. R. 4052 


Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 


Dear ConGressMAN CeLLeR: Your letter of March 3, 1955, requested an 
expression of the views of GSA regarding H R. 4052, a bill to amend the act of 
January 12, 1951, as amended, to continue in effect the provisions of title II of the 
First War Powers Act, 1941. 

Under title II of the First War Powers Act, 1941, as amended, the President 
may authorize any department or agency of the Government exercising functions 
in connection with national defense to enter into contracts and into amendments 
or modifications thereof, and to make advance, progress, and other payments 
thereon, without regard to the provisions of law relating to the making, perform- 
ance, amendment, or modification of contracts, whenever such action would 
facilitate national defense. 

As the law now stands, title I] will remain in foree during the national emergency 
proclaimed by the President on December 16, 1950, or until such earlier time as 
the Congress by concurrent resolution or the President may designate, but in no 
event beyond June 30, 1955. The amendment proposed by H. R. 4052 would 
merely extend the ultimate termination date from June 30, 1955, to June 30, 1957. 
This 2-year extension was urged by the President in his address on the state of 
the Union (H. Doe. No. 1, 84th Cong., Ist sess., p. 6). 

GSA regards the authority provided by title II of the First War Powers Act, 
1941, as essential in connection with the defense activities of this Administration 
in order to meet varying situations arising during the present national emergency. 
Accordingly, we strongly recommend enactment of this bill 

The Bureau of the Budget has no objection to the submission of this report. 


At E. Snyper, 
Acting Administrator. 





SMALL BusINEss ADMINISTRATION, 
Washington 25, D. C., March 18, 1956. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
Dear Mr. CetuEr: This will acknowlelge with thanks receipt of your letter 
of March 3, 1955, enclosing therewith copies of H. R. 4052, a bill to amend the act 


BORELeE DERATRES L.base re bew 


UIIELNOII! Vi 





























4 EXTEND TITLE II, FIRST WAR POWERS ACT, 1941 


of January 12, 1951, as amended, to continue in effect the provisions of title IT 
= aa First War Powers Act, 1941, requesting an expression of our views on this 
egislation. 

In light of the President’s policy that this act be extended and because the Small 
Business Administration believes that flexibility in procurement is desirable, it is 
our position that title II of the First War Powers Act be extended as is provided 
for in H. R. 4052. The Bureau of the Budget has no objection to presentation of 
this report. 

Sincerely yours, 
WENDELL B. Barnes, 
Administrator. 





B-100460 
CompTRoOLLER GENERAL OF THE UNITED StaTeEs, 
Washington 25, March 16, 1956. 
Hon. Emanvet CELuLEr, 
Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. CxHarrmMan: Reference is made to your letter of March 3, 1955, 
acknowledged by telephone on March 7. You request an expression of our 
views on H. R. 4052, a bill to extend to June 30, 1957, the provisions of title II 
of the First War Powers Act, as amended. 

Title II of the First War Powers Act gives the President power to authorize 
any agency of the Government which is exercising functions connected with the 
national defense to make or modify contracts without regard to other laws relat- 
ing to Government contracts whenever such action will facilitate the national 
defense. Advance and progress payments to contractors are also authorized. 

We consistently have opposed similar annual extensions of the provisions of 
title II on the basis that the economic conditions attending Government procure- 
ment did not justify the continuation of such extraordinary authority. Con- 
sidering the intended purpose of the title II powers and the manner in which 
they are now being administered, however, we have no objection to the extension 
of such powers as proposed by H. R. 4052 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 





CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
as introduced; present provisions proposed to be stricken by the bill 
as introduced are enclosed in black brackets, and new provisions pro- 
posed to be inserted are shown in italic: 


HAHUCDCITV NE BMICLICAN TIRDARIES 


Act or January 12, 1951 (Pustic Law 921, 81st Conca. (64 Srat. 1257), as 
AMENDED) 
* ~ * a * * * 


Sec 2. Title I] of such Act, as amended, shall remain in force during the national 
emergency proclaimed by the President December 16, 1950, or until such earlier 
time as the Congress by concurrent resolution or the President may designate but 
in no event beyond June 30, [1955] 1957. 
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84rH CoNGREss } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 395 





AMENDING SECTION 7 OF THE ACT APPROVED 
SEPTEMBER 22, 1922, AS AMENDED 





Aprit 4, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Buatnik, from the Committee on Public Works, submitted the 
following 


REPORT 


(To accompany H. R. 4426] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 4426) to amend section 7 of the act approved September 22, 
1922, as amended, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 

The purpose of H. R. 4426 is to obviate the necessity of requiring the 
Chief of Engineers and the Secretary of the Army to approve each new 
telephone installation at locks and dams as now required by section 7 
of the River and Harbor Act of September 22, 1922, as amended. 
Five or six such approvals are now made each year. The issuance of 
general regulations by the Secretary of the Army on the recommenda- 
tion of the Chief of Engineers concerning such installations for the 
transaction of public business, which would be possible under the 
terms of H. R. 4426, would eliminate individual approvals and result 
in & savings in administrative expenses. 

The legislation was requested by the Department of the Army and is 
a part of the Department of Defense legislative program for 1955. 
The committee is advised that H. R. 4426 has the approval of the 
Bureau of the Budget. 

_ The letter from the Secretary of the Army requesting the legislation 
is hereto made a part of this report. 


DEPARTMENT OF THE ARMY, 


Washington, D. C., February 17, 1956. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation, to 
amend section 7 of the act approved September 22, 1922, as amended. 
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2 AMEND SECTION 7 OF THE ACT APPROVED SEPTEMBER 22, 1922 





This proposal is a part of the Department of Defense legislative oe for 
1955, and it has been approved by the Bureau of the Budget. The Depart- 
ment of the Army, on behalf of the Department of Defense, recommends that 
it be enacted by the Congress. 

The purpose of this proposed legislation is to obviate the necessity of requiring 
the Chief of Engineers and the Secretary of the Army to approve each new tele- 

hone installation at locks and dams as now required by section 7 of the act of 

ptember 22, 1922 (42 Stat. 1042), as amended by section 203 of the act of May 
17, 1950 (64 Stat. 163, 170; 31 U. S. C. 680). Five or six such approvals are 
now made each year. The issuance of general regulations concerning such in- 
stallations for the transaction of public business would eliminate individual 








approvals. 


he enactment of this proposal will result in a savings in administrative 


expenses. 
Sincerely yours, 


Rosert T. Stevens, 
Secretary of the Army. 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law proposed by the 
bill are shown in parallel columns as follows: 


Existine Law 


SECTION 7 OF THE ACT APPROVED 


That hereafter the provisions of sec- 
tion 7 of the Act of August 23, 1912, as 
amended (37 Stat. 414; 54 Stat. 175; 
31 U. S. C. 679), or any other law, 
prohibiting the expenditure of public 
money for telephone services installed 
in private residences, shall not be con- 
strued to apply to or forbid the installa- 
tion and use of such telephones as the 
Chief of Engineers may certify to be 
necessary for the prosecution of Govern- 
ment business and as the Secretary of 
the Army may authorize in connection 
with the construction and operation of 
locks and dams for navigation, flood 
control, and related water uses: Pro- 
vided, That not more than $30,000 shall 
be expended for such telephone services 
in any one fiscal year. - 


AMENDMENT UNDER H. R. 4426 


SEPTEMBER 22, 1922, AS AMENDED 


That hereafter the provisions of sec- 
tion 7 of the Act of August 23 1912, as 
amended (37 Stat. 414; 54 Stat. 175; 
31 U. S. C. 679), or any other law 
prohibiting the expenditure of public 
money for telephone services installed 
in private residences, shall not be con- 
strued to apply to or forbid the installa- 
tion and use of such telephones as may 
be necessary for the prosecution of Gov- 
ernment business in connection with the 
construction and operation of locks and 
dams for navigation, flood control, and 
related water uses, under such regula- 
tions as may be prescribed by the 
Secretary of the Army on the recom- 
mendation of the Chief of Engineers. 
Not more than $30,000 shall be ex- 
pended for such telephone services in 
any one fiscal year. 
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CELEBRATING THE 200TH ANNIVERSARY OF THE 
ACADIAN MIGRATION 





Aprit 4, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. Con. Res. 50] 


The Committee on the Judiciary to whom was referred the resolu- 
tion (H. Con. Res. 50), commemorating the 200th anniversary of the 
migration of the Acadians from Nova Scotia to Louisiana and other 
areas, having considered the same, report favorably thereon without 
amendment and recommend that the resolution do pass. 


GENERAL STATEMENT 


The purpose of this resolution is to give congressional recognition 
to the current celebration in Louisiana of the 200th anniversary of 
the migration of the Acadians from Nova Scotia to Louisiana and 
other places. The Acadians are a significant part of the population 
of Louisiana. Their ancestors migrated to Louisiana 200 years ago 
when the British took control of their Nova Scotia settlement. This 
settlement had, to that time, been French. When the British governor 
demanded an oath of allegiance to the English Crown and took other 
action involving religious matters, the Acadians sought freedom by 
traveling by water to the French territory of Louisiana. It is this 
heroic migration, which the Acadians consider comparable to the epic 
re er of the Pilgrims to the New World, that is now being cele- 

rated. 

By this resolution Congress indicates to the people of Louisiana 
that there is nationwide interest in the event being celebrated. Also, 
a copy of this resolution will be transmitted to the Acadian Bicenten- 
nial Celebration Association for public presentation. 

_ This resolution does not designate or proclaim a holiday, does not 
involve the expenditure of Federal funds, and does not require any 
additional Federal action. O 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES | Report 


1st Session No. 410 





GRANTING OF PERMANENT RESIDENCE TO CERTAIN 
ALIENS 





Aprit 4, 1955.—Committed to the Committee of the Whole House and ordered 
to be printed 





Miss Tuompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 99] 


The Committee on the Judiciary, to whom was referred the concur- 
rent resolution (H. Con. Res. 99) favoring the granting of the status of 
permanent residence to certain aliens, having considered the same, 
report favorably thereon with amendments and recommend that the 
concurrent resolution do pass. 

The amendments are as follows: 

Page 3, line 4, strike out the name “Lek” and substitute “Lee”. 

Page 4, strike out all of line 6. 

Page 8, line 2, after the name “‘Ng”’, strike out the period and insert 
a comma. 

Page 8, line 23, after the name ‘‘Eizis’’, insert a comma. 


Page 12, line 15, strike out the name ‘“‘Rubinish” and substitute 
“Rubinich”’. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution, as amended, is to record 
congressional approval of the granting of the status of permanent 
residence in the United States to certain displaced persons whom the 
Attorney General has determined to be eligible for such privilege 
under the provisions of section 4 of the Displaced Persons Act of 1948, 
as amended (62 Stat. 1011; 64 Stat. 219; 50 App. U.S. C. 1953). 

The concurrent resolution has been amended to correct the spelling 
of 2 names; to correct 2 errors in printing; and, on line 6 of page 4, to 
delete the name of Koo Chee Fong, which has been withdrawn from 
those names now pending before the Congress and returned to the 
jurisdiction of the Dentanenens of Justice. 


55009 





BURGRIE DURA URS B.TEFE LT VOLE 


UiViGbswwori' Vi 


















MAIVEDCITV NE BMICHICEN TIRRARIFES 


GRANT PERMANENT RESIDENCE TO CERTAIN ALIENS 


GENERAL INFORMATION 


Section of the Displaced Persons Act of 1948, as amended by the 
act of June 16, 1950 (Public Law 555, 81st Cong.), has authorized 
the = of the status of permanent residence in the United States 
to a limited number (15,000) of “displaced persons residing in the 
United States” who establish that they meet several specific require- 
ments such as (1) lawful entry into this country as a nonimmigrant 
under section 3, or as a student under subsection 4 (e) of the Immi- 
gration Act of 1924, as amended; (2) displacement from the country 
of their brith or nationality or of their last residence as a result of 
events subsequent to the outbreak of World War II; and (3) inability 
to return to any of such countries because of persecution or fear of 
persecution on account of race, religion, or political opinion. 

Section 4 of the above-cited act also provides that if the Attorney 
General shall, upon consideration of all the facts and circumstances of 
the case, determine that such alien is qualified under the provisions of 
this section, the Attorney General shall report to the Congress all of 
the pertinent facts in the case. If, during the session of the Congress 
at which a case is reported, or prior to the end of the session of the 
Congress next following the session at which a case is reported, the 
Congress passes a concurrent resolution stating in substance that it 
favors the granting of the status of permanent residence of such alien, 
the Attorney General is authorized, upon the receipt of the required 
fee which shall be deposited in the Treasury of the United States to 
the account of miscellaneous receipts, to record the admission of the 
alien for permanent residence as of the date of the alien’s last entry 
into the United States. If, prior to the end of the session of the Con- 
gress next following the session at which a case is reported, the Con- 
gress does not pass such resolution, the Attorney General shall there- 
upon deport such alien in the manner provided by law. Upon the 
granting of permanent residence to “displaced persons residing in the 
United States’ the Secretary of State will, if the alien was a quota 
immigrant at the time of entry, reduce by one the immigration quota 
of the country of the alien’s nationality as defined in section 202 of the 
Immigration and Nationality Act, for the fiscal year then current or 
the next succeeding fiscal year in which a quota is available. 

Included in this concurrent resolution, as amended, are 432 names. 

Between February 1 and August 16, 1954, 506 cases were submitted 
to the Congress with the favorable recommendation of the Attorney 
General: 431 of those cases have been approved and are included 
into this concurrent resolution; 8 cases were withdrawn by the Attor- 
ney General and returned to the jurisdiction of the Department of 
Justice; 9 names were included in House concurrent resolutions during 
the 83d Congress; 5 cases have been held for further investigation; 
and 53 cases were not approved. 

Also included in this resolution is one name which was referred to 
Congress on January 15, 1954, which was withheld from earlier 
resolutions pending the receipt of additional information which now 
warrants its approval. 

In each case which is recommended for approval, a check has been 
made to determine whether or not the alien (a) has met the require- 
ments of the law, (5) is of good moral character, and (c) is possessed of 
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GRANT PERMANENT RESIDENCE TO CERTAIN ALIENS 3 


strong equities which would warrant the granting of the status of 
permanent residence. 

The Attorney General’s favorable recommendation in each case of 
the cases covered by House Concurrent Resolution 99, as amended, 
are in the custody of the Committee on the Judiciary, and they are 
available to Members of the House of Representatives for inspection. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution (H. Con. Res. 99), recommends 
that the concurrent resolution, as amended, do pass. 


O 


H. Rept. 410 





QURENZE DEL RL beee We te Re 


WILIR am litle eee | 








HRIVUERCITV NE sIrLCAN TIRRARIFS 





APP 


Apr 


curr 
stat 
sam 
that 


app: 
Uni 
dete 
sect 
ame 


has 
the 
enti 
195. 
enti 
last 
of r 





Ist Session 


84TH CONGRESS } HOUSE OF REPRESENTATIVES | Report 


No. 416 





APPROVING THE GRANTING OF THE STATUS OF PER- 
MANENT RESIDENCE TO CERTAIN ALIENS 





Aprit 4, 1955.—Committed to the Committee of the Whole House and ordered to 
be printed 





Miss THompson of Michigan, from the Committee on the Judiciary, 
submitted the following 


REPORT 


{To accompany H. Con. Res. 98] 


The Committee on the Judiciary, to whom was referred the con- 
current resolution (H. Con. Res. 98) approving the granting of the 
status of permanent residence to certain aliens,  Aercde considered the 
same, report favorably thereon without amendment and recommend 
that the concurrent resolution do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval of the granting of the status of permanent residence in the 
United States to certain refugees whom the Attorney General has 
determined to be eligible for such privilege under the provisions of 
section 6 of the Refugee Relief Act of 1953 (67 Stat. 403) prior to its 
amendment by the act of August 31, 1953 (68 Stat. 1044). 


GENERAL INFORMATION 


Section 6 of the Refugee Relief Act of 1953 (prior to its amendment) 
has authorized the granting of the status of permanent residence in 
the United States to a limited number (5,000) of aliens who lawfully 
entered the United States as bona fide nonimmigrants prior to July 1, 
1953, and because of events which have occurred subsequent to their 
entry are unable to return to their country of birth, or nationality, or 
last residence because of persecution or fear of persecution on account 
of race, religion, or political opinion. 

eé same provision of the law provides that if the Attorney 
General shall, upon consideration of all the facts and circumstances 
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of the case, determine that such alien has been of good moral character 
for the preceding 5 years and that the alien was physically present 
in the United States on the date of the enactment of this Act and is 
otherwise qualified under all other provisions of the Immigration and 
Nationality Act except that the quota to which he is chargeable is 
oversubscribed, the Attorney General shall report to the Congress 
all the pertinent facts in the case. If, during the session of the Con- 8 

ress in which a case is reported or prior to the end of the session of the 

ongress next following the session in which a case is reported, the 
Congress passes a concurrent resolution stating in substance that it 
approves the granting of the status of an alien lawfully admitted for 
ee permanent residence to such alien, the Attorney General is authorized, 
es ae upon the payment of the required visa fee, which shall be deposited 
a in the Treasury of the United States to the account of miscellaneous D 
recipts, to record the alien’s lawful admission for permanent residence 
as of the date of the passage of such concurrent resolution. If, within 
the above specified time, the Congress does not pass such a concurrent 
resolution, or, if either the Senate or the House of Representatives 
passes a resolution stating in substance that it does not approve the 
granting of the status of an alien lawfully admitted for permanent Al 
residence, the Attorney General shall thereupon deport such alien in 
the manner provided by law. 

Included in this concurrent resolution (H. Con. Res. 98) are 43 
names: 41 cases were referred to Congress by the Attorney General 
in 1954, prior to the amendment of the Refugee Relief Act of 1953. M 
They have all been approved and are included in this resolution. 
Two cases were submitted to Congress on March 7, 1955, which have 
been approved and are included in this resolution. Both of those 
cases were submitted to Congress by the Attorney General under the 
provisions of the Refugee Relief Act of 1953, as amended, supra. 
In each case which is recommended for approval, a check has been 

made to determine whether or not the alien (a) has met the require- 
ments of the law, (6) is of good moral character, and (c) is possessed 
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of strong equities which would warrant the granting of the status of D. 

permanent residence. re 

The Attorney General’s recommendations in each of the cases 8 
covered by House Concurrent Resolution 98 are in the custody of the 
Committee on the Judiciary, and they are available to Members of the 

House of Representatives for inspection. r 

The committee, after consideration of all the facts in each case be 

referred to in the concurrent resolution (H. Con. Res. 98), recommends pa 

that the concurrent resolution do pass. 
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Ist Session No. 417 








DEPARTMENTS OF STATE AND JUSTICE, THE JUDICIARY, 


AND RELATED AGENCIES APPROPRIATION BILL, 
FISCAL YEAR 1956 





Aprit 13, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Rooney, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 5502] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Departments of State and Justice, The Judiciary, and Related 
Agencies for the fiscal year 1956. 


APPROPRIATIONS AND ESTIMATES 


The budget estimates forming the primary bases of consideration 


by the committee will be found in the budget for 1956 on the following 
pages: 


Agency Pages of the budget document 
TOI OE I i i as rata as sk 892-915, inclusive 
ee ge CAL RS e Oe ee gee 832-854, inclusive 
pF ei ERE ER RNR R NT ot RS 34-44, inclusive 
United States Information Agency...................----- 151-154, inclusive 
a i RI STE AAS Ri MRSS Bee a ee Eee 79-81, inclusive 


The following table summarizes the amounts recommended in the 


bill in comparison with the corresponding budget estimates and 1955 
appropriations. 
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Bill compared with— 
Appropria- | Estimates, Recom. 
Department or agency tion, 1955 ‘ 1956 ° mended in 
. bill for 1956 | 1955 appro- 1956 esti 
priation estimates 
Department of State_............ $129, 585, 000 | $147, 267,197 | $126, 769,977 | —$2,815,023 | —$20, 497, 22 
Department of Justice..........- 186, 472, 767 201, 485, 000 197, 525, 000 | 4-11, 052, 233 —3, 960, 000 
yp a ees 28, 081, 075 30, 279, 715 29, 603,250 | +1, 522, 175 —676, 465 
United States Information 
ee oii antiniiendiiendedcien 77, 114, 000 88, 500, 000 80, 500, 000 +3, 386, 000 —8, 000, 000 
SS Se eee 8, 000, 000 16, 000, 000 16, 000,000 | +8, 000,000 |... 
Total PyRee, 429, 252,842 | 483, 531,912 450, 398, 227 | +21, 145, 385 —33, 133, 685 
| 








A tabulation is presented at the end of this report detailing appro- 
priations by item for 1955, the budget estimates for 1956, the amounts 
in the bill for 1956, and a comparison of the amounts recommended 
in the bill with the appropriations for 1955 and the estimates for 1956. 


TITLE I—DEPARTMENT OF STATE 


The budget estimates for the Department of State total $147,- 
267,197. The amounts recommended in the bill total $126,769,977, 
a reduction of $20,497,220 in the amount of the estimates. The 
amount recommended is also $2,815,023 below the appropriations 
for the current fiscal year for the Department. The action of the 
Committee with respect to each appropriation item is set forth here- 
with: 

SALARIES AND EXPENSES 


There is included in the bill for this item the sum of $63,760,000 a 
reduction of $5,790,000 in the amount of the budget estimate and an 
increase of $1,860,000 over the comparable appropriation for this 
purpose in the current fiscal vear. The increases allowed by the 
Committee are as follows: $1,500,000 for the personnel improve ment 
program instituted as a result of the so-called Wriston report; $160,000 
for staff strengthening; and $260,000 for new posts at Belo Horizonte, 
Brazil; Fortaleza, Brazil; Puerto Oaiday, Venezuela; Aleppo, Syria; 
Brazzaville, French Equatorial Africa; Hyderabad, India; Abadan, 
Iran; and Mombasa, British East Africa. No part of the increase al- 
lowed for the personnel improvement program is to be used for the 
hiring of “public confidence” personnel which were requested for the 
alleged purpose of keeping the public informed of the activities of the 
Department. There are presently 174 positions in the Public Affairs 
offices which should be sufficient for this purpose. 

The request for 159 additional positions and $1,060,000 for economic 
reporting and 63 positions and $600,000 for trade commissioners is not 
allowed. The committee was advised that over $6,000,000 is pro- 
vided in the current fiscal year for reporting of which approximately 
$2,200,000 is for personal services for commercial attaches. 

The committee again recommends inclusion of the provision that 
not less than $8,000,000 of the total amount in the bill for “Salaries 
and expenses” shall, if possible, be used to purchase foreign currencies 
or credits owed to or owned by the Treasury of the United States. 


ch 
is 

ti 
th 
as 


ye 
ul 
Se 


of 


of 
th 
Lik 
th 
sp 
in 








he 
ns 
he 
re- 


da 
an 
his 
the 
prit 
00 
ite, 
‘1a; 
an, 
al- 
the 
the 
the 
LIPS 


mic 
not 
ro- 
ely 


hat 
ries 
cles 





STATE, JUSTICE, JUDICIARY, AND RELATED AGENCIES, 1956 3 


REPRESENTATION ALLOWANCES 


The bill includes $475,000 for this item, a reduction of $225,000 in 
the amount of the budget estimate. The amount allowed is the same 
as for the current fiscal year. This appropriation is to reimburse 
officers of the Foreign Service for expenses incurred at their post of 
duty for such items as entertainment offered on American holidays or 
on occasions of visits by prominent citizens on American vessels or 
aircraft; entertainment necessary in the conduct of official duties; and 
the purchase of flowers, wreaths, and similar tokens for presentation 
in accordance with local custem on appropriate occasions. 

The request of the Department that the name of the item be 
changed from “representation allowances” to “operations allowances” 
is not agreed to. The committee is of the opinion that the present 
title of the item is sufficiently descriptive especially in view of the fact 
that it was testified that the purposes of the item are exactly the same 
as in previous years. 


EMERGENCIES IN THE DIPLOMATIC AND CONSULAR SERVICE 


There is included in the bill $1,000,000, the amount of the budget 
estimate and the same amount as appropriated for the current fiscal 
year, for expenses necessary to enable the Secretary of State to meet 
unforeseen emergencies arising in the Diplomatic and Consular 
Service and for relief and repatriation loans to United States citizens 
abroad. Repayments of loans are deposited in miscellaneous receipts 
of the Treasury. 


CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 


For this item, the committee recommends $28,079,977, a reduction 
of $207,320 in the amount of the budget estimate and $157,523 below 
the amount appropriated for Contributions to International Organiza- 
tions in the current fiscal year. These funds are for the payment of 
the United States share of the expenses of the United Nations and its 
specialized agencies, the Inter-American Organizations and 12 other 
international organizations in which the United States participates. 

The following table sets forth the amount allowed for each organ- 
ization: 


A. United Nations and Specialized Agencies: 


UBB 3d SE ee ee ae ee $13, 212, 012 
2. United Nations Educational, Scientific and Cultural 

A IN i Tigi saa pins ap se acid ei 2, 747, 526 
3. International Civil Aviation Organization._.......---- 1, 496, 915 
6. Werke Beret Cent 2.5 sis d vc cccctcccwnncnccce 3, 000, 000 
5. Food and Agriculture Organization............------- 1, 626, 482 
6. International Labor Organization. _...........-.----- 1, 633, 855 
7. International Telecommunication Union........------ 148, 200 
8. World Meteorological Organization........-.-.------- 36, 253 

FIONN cecias cites acces actbacnaae wad Peiecsits waren 23, 901, 243 





; 
; 
3 
} 
i 


VPEGRLSS FSR VSS 


. 


V33 Sb UG Gk br’ 8 





4 
: 


%, 


i HIRRARIFS 


ot gi uses 


Pale lads 


PTV OF & 


ge se 
4% 


IN: 


8 
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B. Inter-American Organizations: 
1. American International Institute for the Protection of 





RN i is i gd 8 8 i $10, 000 
2. Inter-American Indian Institute_._....._- sei hints acim teal ieee 4, 800 
3. Inter-American Institute of Agricultural Sciences .____-- 206, 914 
4. Pan American Institute of Geography and History -—-_--- 10, 000 
5. Pan American Railway Congress Association. _.......- 5, 000 
6. Pan American Sanitary Organization .............---- 1, 320, 000 
7. Organization of American States_............-.-.---- 2, 333, 311 
Beta ecu se ee eee ee ie ead 3, 890, 025 
C. Other International Organizations: 

\. Jaterparnementery UNi0n..... .o2cesnasdeccepescncecs 15, 000 
2. Cape Spartel and Tangier Light..............-...-- 2, 026 
3. Carnens Wommmmion 2 oe oie co 132, 149 

4. International Bureau of the Permanent Court of Arbi- 
RN oi koh eceuh nabinde Re ey eee 1, 282 

5. International Bureau for the Protection of Industrial 
eR RR cients) SU A a in ae Nt ewe 1, 767 

6. International Bureau for the Publication of Customs 
SINS hee Shae iv co accepts NE DS ee Be 2, 233 
7. International Bureau of Weights and Measures____ ~~ 14. 700 

8. International Council of Scientific Unions and Asso- 
NT a i i ae 8, 175 
9. International Hydrographic Bureau__...-....------- 9, 997 
10. International Sugar Council__............-..--.---- 13, 720 
11. International Wheat Council....................--- 26, 264 
12: Bomb Femie Cermminne ng 2k Se ss bins ccceacns 61. 396 
DEON RS Ne get tie Meta St RS eS. ae tie ad ge eS 288, 709 
PORES 6nd cae bates be eee eds rea 28, 079, 977 


ACQUISITION OF BUILDINGS ABROAD 


For necessary expenses of carrying into effect the Foreign Service 
Buildings Act, 1926, as amended, there is included in the bill $7,000,000 
which represents an increase of $3,000,000 over the amount 
appropriated for this purpose in the current fiscal year and $2,200,000 
below the amount of the budget estimate. It should be noted that of 
the $7,000,000 recommended, not less than $6,250,000 shall be used to 
purchase foreign currencies or credits owed to or owned by the Treas- 
ury of the United States. Therefore, the net new cash appropriation 
is actually $750,000, which is $1,250,000 less than the amount of cash 
requested in the budget estimate. The testimony of the Department 
with regard to the use of new cash was particularly weak. The com- 
mittee has also reduced the administrative expense limitation from 
$1,000,000 to $750,000. 


MISSIONS TO INTERNATIONAL ORGANIZATIONS 


The bill includes $1,075,000 for expenses necessary for our 
permanent representation in six international organizations in which 
the United States participates pursuant to treaties, conventions, or 
specific Acts of Congress. The organizations are: (1) United States 
Mission to the United Nations, (2) United States Resident Delegation 
for International Organizations, Geneva, (3) United States Repre- 


sentative to International Civil Aviation Organization, (4) American 
Group of the Interparliamentary Union, (5) National Commission of 
the Pan American Railway Congress Association and (6) United 
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States Mission to the Organization of American States. The amount 
allowed constitutes an increase of $12,500 over the current year’s 
appropriation and a decrease of $25,000 in the amount of the budget 
estimates. 


INTERNATIONAL CONTINGENCIES 


The sum of $1,075,000 is provided in the bill for expenses of United 
States participation in international activities which arise from time 
to time in the conduct of foreign affairs and for which other specific 
appropriations have not been provided. This appropriation is used 
to finance United States expenses of (1) delegations to international 
conferences; (2) special missions, usually of temporary duration; and 
(3) participation in temporary international organizations. The 
amount allowed is the same as for the current fiscal year but is a 
decrease of $425,000 in the amount of the budget estimate. 


INTERNATIONAL BOUNDARY AND WATER COMMISSION, UNITED STATES 
AND MEXICO 


The bill includes $1,635,000 for this activity, a reduction of $309,900 
in the amount of the budget estimates and a decrease of $115,000 
below the amount appropriated for the current fiscal year. Of the 
amount recommended, $435,000 is for “Salaries and expenses” and 
$1,200,000 is for “Operation and maintenance.” The amount allowed 
for “Salaries and expenses’’ is the same as for the current fiscal year 
when the transfer of three employees to another account is taken into 
consideration. The committee sees no necessity for the requested posi- 
tion of budget officer for this commission, especially in view of the able 
presentation before the committee by the present “personnel. 

The amount allow ed for “Operation and Maintenance”’ is $200,000 
over the present year’s appropriation and is $274,900 below the amount 
of the budget estimate. 

The request for $20,000 for the item “Rio Grande Emergency 
Flood Protection” has been deleted, inasmuch as there was an un- 
obligated balance of $123,279 as of Dec. 31, 1954. 


AMERICAN SECTIONS, INTERNATIONAL COMMISSIONS 


A total of $245,000 is included in the bill for payment of the United 
States share of the expenses of the International Boundary Com- 
mission, the duty of which is to see that the United States-C anadian 
boundary line is marked in accordance with existing treaties, and of 
the International Joint Commission which participates in studies of 
smoke pollution and makes investigations regarding water utilization 
and pollution along the United States-Canadian boundary. The 
amount allowed is “the same as for the current fiscal year and is a re- 
duction of only $15,000 in the amount of the budget estimate. 


INTERNATIONAL FISHERIES COMMISSIONS 


The bill includes $425,000, the amount of the budget estimate, for 
this item. The following table sets forth the various commissions 
and the amount provided for each: 
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B. Inter-American Organizations: 
1. American International Institute for the Protection of 





thsi, iid btds ne datind Sideesducnne $10, 000 
2. Inter-American Indian Institute..._...__- hie BR Naa 4, 800 
3. Inter-American Institute of Agricultural Sciences ._____- 206, 914 
4. Pan American Institute of Geography and History_.--- 10, 000 
5. Pan American Railway Congress Association. .......-- 5, 000 
6. Pan American Sanitary Organization ............----- 1, 320, 000 
7. Organization of American States_............-..---.- 2, 333, 311 | 
Teri rer aa | 
NRE Sac a Le ceddcan ehes eee 3, 890, 025 
C. Other International Organizations: ; eli { 
l. .dnterosramentiory UNi0n......nccencadeccepesccesce 15, 000 ( 
2. Cape Spartel and Tangier Light ...............-.--- 2, 026 ( 
3. Caribbean Comitiiosion 2. 2250. oc eee es 132, 149 P 
4. International Bureau of the Permanent Court of Arbi- : 
I ii cick bak 0 elistanils vip ia sieaittel Stig 4405 nei 1, 282 ¢ 
“ 5. International Bureau for the Protection of Industrial 
ia. | Pe a AR elit Take Sg eas EDEL INTE Gt 3 1, 767 L 
mel 6. International Bureau for the Publication of Customs 
& EE sce cc ess succn heeded dae hal os adeuweke 2, 233 
bg 7. International Bureau of Weights and Measures... _--- 14, 700 
& 8. International Council of Scientific Unions and Asso- 
oe EEL EIEN COLIC AE LOE 8, 175 ul 
Lam 9. International Hydrographic Bureau__........-.----- 9, 997 b 
ha 10. International Sugar Council.................------- 13, 720 a 
= 11. International Wheat Council. ....................-- 26, 264 
«s 12. South Pacific Commission..............-..---.--.-- 61. 396 : 
a. bed C 
S SS aif REC aia 2 Sib hee te Ray ears eR AE I AS 288, 709 Ww 
é: 2 RO A RN Ce SD re eb ace ee LEN NID 28, 079, 977 be 
= tl 
a ACQUISITION OF BUILDINGS ARROAD pI 
bade, . : ee o . | 
_ For necessary expenses of carrying into effect the Foreign Service ov 
Buildings Act, 1926, as amended, there is included in the bill $7,000,000 of 
a which represents an increase of $3,000,000 over the amount , 
> appropriated for this purpose in the current fiscal year and $2,200,000 Fl 
Cr below the amount of the budget estimate. It should be noted that of ob 
La the $7,000,000 recommended, not less than $6,250,000 shall be used to 
= purchase foreign currencies or credits owed to or owned by the Treas- 
Pd ury of the United States. Therefore, the net new cash appropriation 
~ is actually $750,000, which is $1,250,000 less than the amount of cash St; 


requested in the budget estimate. The testimony of the Department . 
with regard to the use of new cash was particularly weak. The com- be 
mittee has also reduced the administrative expense limitation from h, 
$1,000,000 to $750,000. om 


sm 
MISSIONS TO INTERNATIONAL ORGANIZATIONS a 
The bill includes $1,075,000 for expenses necessary for our duc 


permanent representation in six international organizations in which 

the United States participates pursuant to treaties, conventions, or 

specific Acts of Congress. The organizations are: (1) United States / 
Mission to the United Nations, (2) United States Resident Delegation th; 
for International Organizations, Geneva, (3) United States Ripre- - 
sentative to International Civil Aviation Organization, (4) American ” 
Group of the Interparliamentary Union, (5) National Commission of 
the Pan American Railway Congress Association and (6) United 
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States Mission to the Organization of American States. The amount 
allowed constitutes an increase of $12,500 over the current year’s 
appropriation and a decrease of $25,000 in the amount of the budget 
estimates. 


INTERNATIONAL CONTINGENCIES 


The sum of $1,075,000 is provided in the bill for expenses of United 
States participation in international activities which arise from time 
to time in the conduct of foreign affairs and for which other specific 
appropriations have not been provided. This appropriation is used 
to finance United States expenses of (1) delegations to international 
conferences; (2) special missions, usually of temporary duration; and 
(3) participation in temporary international organizations. The 
amount allowed is the same as for the current fiscal year but is a 
decrease of $425,000 in the amount of the budget estimate. 


INTERNATIONAL BOUNDARY AND WATER COMMISSION, UNITED STATES 
AND MEXICO 


The bill includes $1,635,000 for this activity, a reduction of $309,900 
in the amount of the budget estimates and a decrease of $115,000 
below the amount appropriated for the current fiscal year. Of the 
amount recommended, $435,000 is for “Salaries and expenses’ and 
$1,200,000 is for “Operation and maintenance.’ The amount allowed 
for “Salaries and expenses”’ is the same as for the current fiscal year 
when the transfer of three employees to another account is taken into 
consideration. The committee sees no necessity for the requested posi- 
tion of budget officer for this commission, especially in view of the able 
presentation before the committee by the present personnel. 

The amount allowed for “Operation and Maintenance’’ is $200,000 
over the present year’s appropriation and is $274,900 below the amount 
of the budget estimate. 

The request for $20,000 for the item “Rio Grande Emergency 
Flood Protection” has been deleted, inasmuch as there was an un- 
obligated balance of $123,279 as of Dec. 31, 1954. 


AMERICAN SECTIONS, INTERNATIONAL COMMISSIONS 


A total of $245,000 is included in the bill for payment of the United 
States share of the expenses of the International Boundary Com- 
mission, the duty of which is to see that the United States-Canadian 
boundary line is marked in accordance with existing treaties, and of 
the International Joint Commission which participates in studies of 
smoke pollution and makes investigations regarding water utilization 
and pollution along the United States-Canadian boundary. The 
amount allowed is the same as for the current fiscal year and is a re- 
duction of only $15,000 in the amount of the budget estimate. 


INTERNATIONAL FISHERIES COMMISSIONS 


The bill includes $425,000, the amount of the budget estimate, for 
this item. The following table sets forth the various commissions 
and the amount provided for each: 
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Item Amount 
1. International Pacific Halibut Commission....................---- $64, 110 
2. International Pacific Salmon Fisheries Commission._...........--- 141, 295 
3. Inter-American Tropical Tuna Commission___.....-..-.---------- 197, 290 
4. International Commission for the Northwest Atlantic Fisheries __._- 3, 885 
5. International Whaling Commission_.................----------.- 420 
6. International North Pacific Fisheries Commission............-.--- 13, 000 
7; Expenses of the U..8. Commissioners. .........cccasccccoscceesce 5, 000 

Toth. ob awdacdaeeus lus cages kualess ceceh JO ucads 425, 000 


INTERNATIONAL EDUCATIONAL EXCHANGE ACTIVITIES 


The bill includes the sum of $12,000,000 for International Educa- 
tional Exchange Activities, a reduction of $10,000,000 in the amount 
of the budget estimate. 

The committee is sympathetic with the original purpose of this 
activity even though the results furnished the committee were not 
very convincing. With the fiscal situation of the Nation as it is, 
certain limitations on expenditures for programs which admittedly are 
of come value but which cannot be classified as “necessary”? must be 
made. 

In response to a request made during the hearings before the Com- 
mittee on this item, for the total amount available during the current 
fiscal year for the various exchange programs, including FOA, etc., the 
following information was submitted by the Department: 


Current program—1956 fiscal year 























Grants | Program costs 

Department of State: 
International educational exchange activities.....................-..--.-.-.- 6,660 | ' $18, 766, 165 
Finnih (Potiis Law B06, Sist Cond)... 5c cocensncsccncaspanecccendendes 43 310, 464 
Iranian (Public Law 861, 81st Cong.). ESP ETS UTTER RS te) re Ge 226 
Chinese and Korean (Public Law 327 and Publie Law 535, 81st Cong.)...--- 216 200, 000 
India educational fund (Public Law 48, 82d Cong.) ...-...-.......----------- 46 233, 418 
eh ee te a aclisineaneeemeenanbeb ademas bed 6, 965 19, 510, 273 
Departiient of Army (RYGR YUN)... <6. occ cece che deere cssneckuokecususciéssubacas 78 2 275, 000 
Foreign Operations Administration (technical cooperation)...........-.-.---.--- 5,005 | * 136, 528, 000 
2 REE i ES Se I OCA SOR SE Oe EE Mee NP LE 12, 048 156, 313, 273 





! Includes $188,618 in reimbursable obligations from FOA. 
* These figures were obtained from the respective agencies. 


In response to a question relative to the number of private United 
States students studying abroad on their own, the following informa- 
tion was furnished: 


Unirep States StupEnts Stupyine ABROAD 


An annual survey of United States students abroad by the Institute of Inter- 
national Education, reported 2 359 students studying abroad in the academic 
year 1953-54. This survey was based on a poll of 1,374 institutions of higher 
learning outside the United States. Comparable figures for the 1954-55 academic 
year are not now available. 


In response to a further question as to the number of students com- 


ing to the United States from abroad on their own or under private 
auspices, the following information was supplied: 
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Forr1GN STUDENTS IN THE UNITED States 


During the 1953-54 academic year there were 33,833 foreign students attending 
institutions of higher learning in the United States, according to the census of 
foreign students conducted by the Committee on Friendly Relations Among 
Foreign Students and the Institute of International Education. Of these, 
approximately 2,656 were participants in the Department’s international educa- 
tional exchange program. The remaining 31,177 (approximately 93 percent) 
were under other auspices. Comparable figures for the 1954-55 academic year 


are not now available. 

It may readily be seen from the above information that approval 
or denial in whole or in part of this particular requested appropriation 
would not have a great impact on the coming of foreign students to 
the United States. 

The committee feels that the program could be substantially reduced 
with regard to friendly countries where there is no Communist influ- 
ence and doubts that it was ever the intent of Congress to pay the 
cost of sending foreign students from their country to study at a 
university of another foreign country. 

It further appeared to the committee that the administrative 
expenses for this activity have been entirely too high; therefore, a 
limitation of $2,400,000 for administrative expenses has been placed 
in the bill. 

The committee recommends a provision that not less than $8,000,000 
of the $12,000,000 included in the bill shall be used to purchase foreign 
currencies or credits owed to or owned by the Treasury of the United 
States. The testimony before the committee indicated that foreign 
currencies or credits were not being utilized to the extent they should. 


GOVERNMENT IN OCCUPIED AREAS 


The bill includes $8,000,000 for payment of United States expenses 
in Germany and Austria of carrying out our responsibilities under 
the recent contractual agreements with Western Germany, our remain- 
ing occupation functions in West Berlin and Austria, and the normal 
diplomatic, political and consular activities in these countries. The 
amount allowed is $300,000 less than the amount requested by the 
Bureau of the Budget. 

RAMA ROAD 


There is included in the bill $2,000,000 for necessary expenses of 
survey and construction of the Rama Road, Nicaragua, in accord- 
ance with the provisions of section 5 of the Federal-Aid Highway 
Act of 1952 as supplemented by section 8 of the Act of 1954. A total 
of $6,000,000 has been made available previously to the Department 
of Commerce for this road, of which $1,000,000 was appropriated in 
the current fiscal year. This road, which is being constructed pur- 
suant to international agreement, will when completed connect the 
east-coast river port of Rama, Nicaragua, with the Inter-American 
Highway, 160 miles away. 
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TITLE II—DEPARTMENT OF JUSTICE 


The total amount recommended in the bill for the Department of 
Justice is $197,525,000, an increase of $11,052,233 over the amount 
for the current fiscal year, and a reduction of $3,960,000 in the amount 
of the budget estimates. This Department serves primarily as the 
law office of the Federal Government. In addition, the Federal 
Bureau of Investigation, the Immigration and Naturalization Service, 
the Federal Prison System including Federal Prison Industries, Inc., 
and the Office of Alien Property are part of it. The action of the 
Committee with regard to each of the appropriation items for this 
Department is set forth herewith: 


LEGAL ACTIVITIES AND GENERAL ADMINISTRATION 


General administration, salaries and expenses.—The Committee 
recommends $2,525,000 for this item, an increase of $52,500 over the 
current year’s appropriation and a decrease of $90,000 in the amount 
of the budget estimate. This appropriation provides funds for the 
Office of the Attorney General, Deputy Attorney General, Pardon 
Attorney, Board of Parole, Board of Immigration Appeals and the 
Administrative division. 

General legal activities, salaries and expenses.—The bill includes 
$9,000,000 for this item which provides the funds for the following 
activities: Conduct of Supreme Court proceedings and coordination 
of appellate matters, General tax matters, Criminal matters, Claims, 
customs, and general civil matters, Land matters, Legal opinions, and 
Internal security matters. The amount appropriated under this 
heading for the current fiscal year was $9,750,000. However, when 
transfers to the item “Salaries and expenses, United States attorneys 
and marshals’”’ pursuant to Reorganization plan number 2 of 1950 
and Section 208, Public Law 195 are deducted, the comparable figure 
for fiscal year 1955 is $8,747,600. The amount allowed in the bill is, 
therefore, actually $252,400 over the amount available in the current 
year. The committee was most impressed with the presentation of 
the Civil Division and while it does not direct the area in which the 
increase allowed is to be applied, from the testimony presented, the 
Civil Division would seem to be the most deserving. 

Justifications presented to the Committee and subsequent testimony 
with regard thereto indicated that although reductions were made by 
the Congress in certain budget requests last year, no corresponding 
reductions were made in personnel. Justice Department officials 
stated that they had placed the full number of employees on the 
rolls, for which the requests had been made, but merely had not 
placed them on the rolls as early as had originally been planned. 
When they appeared before the Committee this year they requested 
funds to “annualize” such positions which they contended had been 
previously authorized. ,The Committee does not subscribe to any 
such premise which is contrary to usual procedure, and expects the 
Department, whenever a reduction is made in a request for personal 
services to make a corresponding reduction in the number of positions, 
unless directed otherwise. 

Antitrust division.—The Committee recommends the full amount 
of the budget estimate of $3,100,000 for the administration and 
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enforcement of the antitrust laws and related statutes. The amount 
allowed is the same amount as was appropriated for the current 
fiscal year. The Committee expects a vigorous and effective program 
of law enforcement. 

United States attorneys and marshals, saluries and expenses —There 
is included in the bill $17,000,000 for the offices of the United States 
attorneys and marshals. The amount allowed is $480,000 below the 
amount of the 1956 budget estimate and $1,850,000 above the amount 
approved for the current fiscal year. However, when transfers from 
“Salaries and expenses, General Legal Activities’ pursuant to Re- 
organization Plan No. 2 of 1950 are taken into consideration, the 
increase allowed is $847,600. Of that amount $480,000 is for premium 
compensation to United States marshals as authorized by Public 
Law 763, approved September 1, 1954. The request for $19,095 for 
one step raises for United States marshals and $15,250 for grade 
promotions for 53 deputy United States marshals is approved. 

Fees and expenses of witnesses —The sum of $1,350,000 is recom- 
mended for the payment of fees and expenses of witnesses who appear 
in behalf of the Government in cases in which the United States is a 
party. The proposal of the Department and the Bureau of the Budget 
to make this item an annual indefinite appropriation is not approved. 
The Committee does not agree with the contention that this item is 
entirely uncontrollable. 

Salaries and expenses, claims of persons of Japanese ancestry.—The 
Committee recommends $200,000, the budget estimate, and the same 
amount as provided in the current fiscal year for salaries and expenses 
to administer these claims. No funds were requested for the pay- 
ment of claims in this budget. The Committee was advised that it 
had been deemed more practicable to request a supplemental appropri- 


ation for that purpose when the amount required has been more defi- 
nitely established. 


FEDERAL BUREAU OF INVESTIGATION 


The Committee recommends $88,000,000, the full amount of the 
budget estimate, for the Federal Bureau of Investigation for the fiscal 
year 1956. This represents a gross increase of $8,618,000 when com- 
pared to direct funds appropriated in the current fiscal year. Of this 
increase, $4,095,000 is due to the inclusion of funds in the direct ap- 
propriation for the fiscal year 1956 for the enforcement of a program 
which was financed in fiscal year 1955 on a reimbursable basis and 
$3,400,000 additional is to defray the cost of premium compensation 
for F. B. I. investigative personnel under authority contained in 
Section 208 (a) of Public Law 763, approved September 1, 1954. 

The amount recommended will provide 105 additional full-year 
employees, the necessity for which has arisen from an extension of the 
Bureau’s responsibilities in its many spheres of security and criminal 
investigative matters. 

_ The Committee does not make any curtailment in funds which might 
in any way result in the lessening of essential investigative coverage 
of individuals and organizations who, through subterfuge and artifice, 
would subvert the security of the Nation. 
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IMMIGRATION AND NATURALIZATION SERVICE 


The Committee recommends $44,000,000 for administering and 
enforcing the laws relating to immigration and naturalization. The 
amount recommended is $750,000 over the amount approved in the 
present fiscal year but is $990,000 below the amount of the budget 
estimate. The increase allowed is primarily to strengthen the border 
patrol to enable it to do an effective job in preventing illegal entries 
and in apprehending those who have illegally entered the United States, 
and for the payment of premium pay pursuant to Section 208(a) of 
Public Law 763, 83d Congress. 

The Committee is in sympathy with the desire of this Service to 
move to more suitable quarters than the temporary buildings they 
now occupy here in Washington. However, proper procedure would 
indicate that this matter should be pursued with the General Services 
Administration. 


FEDERAL PRISON SYSTEM 


Salaries and expenses, Bureau of Prisons.—There is included in the 
bill $28,600,000 to provide funds for the administration, operation, 
and maintenance of Federal penal and correctional institutions, in- 
cluding supervision of United States prisoners in non-Federal institu- 
tions and their support in Alaska. The amount provided represents 
an increase of $1,285,000 over the amount.provided for the current 
fiscal year and a reduction of $400,000 in the amount of the budget 
estimate. Part of the increase allowed is based on a prison popula- 
tion of 21,400, an increase of 1,200 over the expected average for the 
current year. 

The amount allowed will permit the Bureau to make some urgently 
needed repairs and improvements to existing facilities. It is sug- 
gested that the Bureau of Prisons and the Department hereafter 
combine the request for funds for repairs and improvements with the 
request for funds under the appropriation item ‘Buildings and 
facilities.” 

Buildings and facilities ——There is included in the bill $750,000 for 
the purpose of constructing or replacing buildings and facilities, in- 
cluding necessary additions and equipment, which are considered 
essential to the proper and efficient operation of the Federal Prison 
System. 

Support of United States prisoners.—For this item, the Committee 
recommends $3,000,000, which is to provide for the payments under 
contracts with State and local jails for the boarding of short-term 
Federal prisoners and incidental costs related thereto. 


OFFICE OF ALIEN PROPERTY 


The Committee recommends an authorization of $2,500,000 for the 
generel administrative expenses of this Office, which is payable out 
of fur ds; vested in the Attorney General. The amount authorized is 
$500,000 less than for the current fiscal year and a like amount below 
the amount of the budget estimate. The decrease is recommended in 
view of the substantially reduced workload of this Office. 
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The following table may be found interesting in this regard: 


1, Management and liquidation.— Management of such alien enemy properties 
as interests in business enterprises, real estate, securities, life insurance, and 
tangible personal property is required until the disposition of such property. 











1954 actual | 1955 estimate 1956 estimate 
Business enterprises: 

On hand, ~ ae De er ctntphadnnsatonkonkaseneenes 36 39 33 
tid ni cedntsddenandadadatidndannnmateneuemeinin 7 4 3 
SE a a are 7 10 12 

Og Sea 139 33 24 

Real and personal property: 

On hand, SEE 0 SN ciety chdidenatandatewnnatnmmatchinen 1, 881 708 574 
ERE EE EE ae See ee aa ae 22 10 5 
RT EE PEE ee ae ee 1,195 144 180 

RAE ERE RRES BS CD 708 574 399 

Patent management: Number managed...........-.........- 16, 297 14, 126 11, 822 











1 Adjusted to include 3 additional companies, i. e., Hugo Stinnes Corp., Hugo Stinnes Industries, and 
Atlantic assets, all under the supervision of the intercustodial and foreign funds officer. 


2, Administrative adjudication of claims.—Claims against vested property sub- 
ject to administrative adjudication stand as follows: 





1954 actual | 1955 estimate} 1956 estimate 
| 

















Number of claims: | 
Pending, ne of year 49, 292 47, 508 44, 058 
Eile cte ne natgcereaniie abbrad buidiieiinnatnemetne 648 350 50 
ORR 2, 632 3, 800 5, 800 
IDE WINE cs Goevok csv ctbsustin sdowabaansantes 1 47, 508 44, 058 | 38, 308 





1 This figure represents an actual recount of pending claims based upon the claims dock«t sheets as of 
June 30, 1954. This recount reveals a net increase of 200 pending claims. 


3. Litigation.— Defense is | ponte in court proceedings brought against the 
Government for the return of vested property. The figures are: 





1954 actual | 1955 estimate | 1956 estimate 








Number of cases: 
Pending, beginning of year................................ 1, 006 2, 456 2, 056 
LSE ES NRO AERTS 2,124 200 200 
| ER, EE SES SRE EE 711 600 600 
SN OE a SE PS, 92, 456 2, 056 1, 656 





* This figure includes 37 estates, trusts, and insurance matters added to correct error in prior inventory. 


TITLE III—THE JUDICIARY 


Appropriations under this title provide funds for operation of the 
Federal Courts, including salaries of judges, judicial officers and 
employees, and other expenses of the Federal Judiciary. 

The sum of $29,603,250 is included in the bill for this branch of the 
Federal Government, an increase of $1,522,175 over the appropriations 
in fiscal year 1955 and a decrease of $676,465 in the amount of the 
budget estimates. A large part of the increase allowed is due to the 
increased number of judges and supporting personnel, 

The action of the committee with respect to the major items of 
appropriations is hereinafter described. 

Supreme Court of the United States —The committee approves the 
full amount of the budget estimate $1,536,785 for this item, which is 
an increase of $16,000 over the amount appropriated for the current 


446 GU Gas cures £ 


is 





bh 
ry 


Ss 


om 
. 


RARI 


tik 


a 


Rit ads 
shiarary 


ah S84 


‘ 


FAC 


s 
* 
aan 


TY f 


a 
% 


VERS 


#34 
i 


'} 
; 2 


12 STATE, JUSTICE, JUDICIARY, AND RELATED AGENCIES, 1956 


fiscal year. The amounts provided for the five appropriation items 
for the Supreme Court are as follows: 


RN os: 5 side cinisirtt irae dndaibbinibee’ digttdinahinannaie tbe $1, 022, 400 
Printing and binding Supreme Court Reports__.............----. 91, 200 
MSE CRONUROE..cautbadhadevademsbmmtccd Uentcauaumece 49, 950 
Care of the buildings and grounds. .......---.-..-.--.---------. 367, 400 
Automobile for the Chief Justice... .........-..-.....--..2----- 5, 835 

ROMs b ncnncnudisdsnnougctten nee coesuwimeaueseee menos 1, 536, 785 


Court of Customs and Patent Appeals —There is included in the bill 
$235,755 for this Court, which is an increase of $25,595 over the amount 
appropriated for the current fiscal year and a reduction of $49,705 
in the budget estimate. The increase allowed is to provide $4,295 
for the reemployment of a former employee, $1,300 for within grade 
promotions and $20,090 for technical experts. The reduction made 
in the amount of the budget request of this Court was in connection 
with the employment of technical experts, such reduction having been 
volunteered by the Chief Judge on behalf of the Court. 

Customs Court.—The bill includes $598,270, the amount of the 
budget estimate for this Court, and an increase of $102,640 over the 
appropriation for the present fiscal year. The principal increases 
are $25,000 for air-conditioning and $60,000 for a digest, both of which 
are nonrecurring items. 

Court of Claims.—There is recommended in the bill the amount of 
the budget estimate, $634,700 which is $8,700 over the amount ap- 
propriated for the Court of Claims in the current fiscal year. Of the 
total, $622,700 is for “Salaries and expenses’? and $12,000 is for 
“Repairs and improvements.” 

Courts of Appeals, District Courts, and other Judicial Services —The 
bill includes $26,597,740 under this heading, an increase of $1,369,240 
over the current year’s appropriation and a decrease of $626,760 in 
the amount of the budget estimates. 

The following table sets forth the amounts allowed for each ap- 
propriation item: 


EEE Te eee ee aN aD PEN Ee CEN IE eee TE $5, 728, 000 
Salaries of supporting personnel___..........-......-...-.------ 13, 5938, 240 
Fees of jurors and commissioners-..............-.---.-...------ 4, 500, 000 
Travel and miscellaneous items... 2... cn cco ccc ccneccnccn 2, 170, 250 
Administrative office salaries and expenses_.............--.------ 606, 250 


The increases allowed in the item entitled ‘Salaries of Supporting 
Personnel” will provide the following: 


Net cost of within-grade promotions in 1956,......--.----.--.--.-- $152, 950 
Provision for cost of salary differential in Virgin Islands and Puerto 
iso (rence Se ieee) cc... ae enn onewe oe Ped SS MINERS Be 22, 955 


Provision for salaries of supporting personnel for new judges authorized 
by P. L. 294, 83d Congress not included in current years appropria- 


NN a a aie ee th ata ie eaiepmieo im Gna tine ae oes ei 282, 105 
Additional personnel for offices of the United States District Court for 

Chie DIINGNIOS OE Sr ce a ob ak ene 2 oadeeeee 40, 000 
Clerical assistants for full-time United States Commissioners-----.--- 10, 305 
Additional personnel for probation system __..........------------- 75, 000 


Provision for employment of secretaries and law clerks for the greater 
number of judges now holding office under prior legislation than in 


recent years (reduction of lapses) -_...._......-...--.-.--..--.-. 50, 000 
Increase in provision for service of temporary court reporters-_--..---- 10, 000 
Changes in arrangements for court reporters. _...........-----.---- 7, 925 


Government’s contribution toward cost of employees’ Group Life 
REG LIN ORT RITE I Be SC MAL eT ae RTO TO 6, 000 
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The full amount of the budget estimate, to wit: $1,151,400, is pro- 
vided for salaries of referees in bankruptcy while the sum of $1,650,500 
is provided for the expenses of these referees. This represents an 
increase of $172,375 over the amount in the current fiscal year and 
$100,000 below the amount of the budget estimate for their expenses. 

The committee was advised that approximately 65,000 bankruptcy 
cases will be filed in 1955, that a total increase to 75,000 in 1956 can be 
expected. This would be the highest number of bankruptcies re- 
corded in the history of the country. 

On the basis of the estimate presented to the committee the income 
for the Referees’ salary fund during fiscal year 1956 will exceed 
estimated expenditures by $560,600. Likewise, the income for the 
Referees’ expense fund in that year will be $1,796,000 or $145,500 
more than the amount recommended in the bill. 


TITLE IV—UNITED STATES INFORMATION AGENCY 
SALARIES AND EXPENSES 


There is included in the bill $80,500,000 to enable the United 
States Information Agency as authorized by Reorganization Plan 
numbered 8 of 1953 and the United States Information and Educa- 
tional Exchange Act, as amended, to carry out international infor- 
mation activities. This represents the unanimous decision of the 
committee. The amount allowed represents a reduction of $8,000,000 
in the amount of the budget estimate. It also represents an increase 
of $3,386,000 over the amount appropriated for this agency in the 
current fiscal year. When the amount of $577,470, a non recurring 
cost for movement of the radio broadcasting activity from New 
York to Washington, and the amount of $133,420, a nonrecurring 
cost for the rental and alteration of the Walker-Johnson building, 
are deducted from the 1955 appropriations, the increase allowed is 
actually $4,096,890. 

The testimony indicated that approximately one half of the direct 
USIS mission expenses of this agency were programmed for the 
European area. It also indicated that the program is expanding 
beyond the need therefor in some of the more friendly countries, for 
example Switzerland, where although the Communist influence is 
practically negligible a 30 percent increase in funds was requested. 

The committee is of the opinion that the program would be more 
effective if greater emphasis were placed on getting out unattributed 
materials rather than those which bear the USIA label. Many of the 
magazines and leaflets examined by the committee had appeal only 
to a very small percentage of the people of a country. 

Information supplied the committee indicates that three hours and 
thirty minutes of English are broadcast daily. In a speech made on 
Dec. 1 last, the Director of the Agency stated, ‘“* * * the Voice 
brings news in English every day to the four quarters of the globe 
so that United States citizens and all English-speaking people can 
keep in touch with us.” 
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The committee does not believe that this agency was at all founded 
for the purpose of having U. S. citizens over the world keep in touch 
with it, and feels that broadcasting in English can be reduced sub- 
stantially. This conclusion may be reached especially since Armed 
Forces Radio Service broadcasts in English 14 to 16 hours a day and 
may be heard in many parts of the world. 

The committee was presented a new term in this year’s justifica- 
tions, namely “personnel pipeline.’”’ While the personnel tables 
reflected an increase of 128 positions requested, the requested increase 
in the average number of employees was 548 and the estimated total 
cost of personal services was increased by $2,876,146. Regardless of 
the term applied to it, the net result was a request for too many-un- 
needed additional people on the payroll. 

The budget estimate presented to the committee contained a re- 
quest for $932,000 to purchase 169,784 books at an average cost of 
$3.10 each, 26,965 magazine subscriptions at an average cost of 
$8.10 each, 374 newspaper subscriptions at an average cost of $50 
per subscription, 21,402 other publications at an average cost of 
$1.75 per publication and $131,084 for other library supplies and equip- 
ment. ‘These were to provide basic items for the operation of existing 
centers and the establishment of four new reading rooms. There was 
also a request for $350,000 for a “nonprofit publishing corporation”, 
$225,000 for purchase of flat sheets for an illustrated book and $334,000 
for exhibits for visual presentation of information and cultural themes. 

However, in addition to the above, there was requested $1,331,000 
for presentation or “give-away” by overseas public affairs personnel 
to foreign leaders, officials and institutions, the following items: 285,537 
hard-back books at an average cost of $3.10 each; 1,022,000 paper- 
back books at an average cost of $0.22 each; 11,337 magazine sub- 
scriptions at an average cost of $8.10 each; 1,114 newspaper subscrip- 
tions at an average cost of $50 each; 17,329 other publications at 
an average cost of $1.75 each; and music items for $43,122. 

The amount requested for this presentation or “give away” pro- 
gram is $949,000 more than for the current fiscal year. It may 
readily be seen from the foregoing that the USIA budget presented to 
the committee was in no sense of the word a tight budget. 

It is true that some changes have been made in thisagency. A few 
years ago a program of giving away radio sets was promulgated. It 
appears that we are now in the business of giving away encyclopedias at 
$79.50 aset. The testimony revealed that the posts over the world were 
circularized from Washington to see how many sets of encyclopedias 
could be given away in the various countries. ‘Two hundred sets were 
authorized at a cost of $15,900 to the American taxpayer. 

No funds are included in the bill for the flat sheets of ‘Profile of 
America,’’ for which $225,000 was requested. No funds are included 
in the bill for the so-called “nonprofit book corporation” for which 
$350,000 was requested. Not to exceed $300,000 is provided for the 
“presentation” program for which $1,331,000 was requested. Not 
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to exceed $200,000 is provided for exhibits for which $334,000 was 
requested. For the office of research and intelligence $658,100 is 
approved, the same amount as for the current year but $173,000 
below the amount of the budget estimate. The sum of $170,000 is 
recommended for the office of private cooperation which is approxi- 
mately the same amount as for the current fiscal year. Not to 
exceed $87,500 is included for the public information staff. The 
propagandizing of the citizenry of this country should be discon- 
tinued. Such is not one of the purposes of this agency which should 
concern itself with piercing the Iron and Bamboo Curtains. Not to 
exceed $75,000 is included for the office of the General Counsel; the 
legal work of the office should receive more attention and less should 
be given to public liaison activities. 

The committee spent many hours viewing various films produced 
and/or edited by this agency and is convinced that more emphasis 
must be placed on “quality” and less on “quantity”. It is recom- 
mended that not to exceed $3,000,000 be used for the motion picture 
service, which is approximately the amount available for this purpose 
in the present fiscal year. 

The committee is convinced that the privileges accorded by diplo- 
matic status should be restricted to only those people whose rela- 
tionship with the foreign governments requires such status. 


TITLE V—FUNDS APPROPRIATED TO THE PRESIDENT 
REFUGEE RELIEF 


The full amount of the budget estimate, $16,000,000, is included in 
the bill for this activity. This is an increase of $8,000,000 over the 
amount provided in the current fiscal year. Based upon past expe- 
rience with budget estimates for this activity, the committee seriously 
questions the need for this amount. However, the committee does 
not wish to be placed in position of furnishing any excuse to the 
Activity in the event it fails to meet the goals set for it. The com- 
mittee was advised that plans call for the issuance of approximately 
130,000 visas during fiscal years 1956 distributed as follows: Italy, 
30,000; Netherlands, 10,000; England, 1,270; Germany and Austria, 
65,300; Far East, 4,500; Greece, 9,000; Palestine, 1,500; NATO 
countries, 6,600; and orphans, 2,430. In the event the goals are not 
met it is expected that a proportionate amount of the funds provided 
will be returned to the Treasury. 

There are six Departments of the Government involved in the 
implementation of this program, namely, the Department of State, 
the Department of Justice, the Department of Health, Education, 
and Welfare, the Department of the Army, the Department of Labor, 
and the Treasury Department. 

The committee has recommended language which provides that 
not less than $2,000,000 shall be for the exclusive purpose of making 
loans to public or private agencies of the United States for the purpose 
of financing the transportation, from ports of entry within the United 
States to the places of their resettlement, of persons receiving immi- 
grant visas under the Act. 
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TITLE VI—CORPORATIONS 
FEDERAL PRISON INDUSTRIES, INCORPORATED 


The amount of the budget estimate $377,000 is recommended as 
the administrative expenses limitation. Likewise, the budget esti- 
mate of $473,000 as the vocational expense limitation is recommended. 
Both amounts are the same as for the current fiscal year. 

Federal Prison Industries, Incorporated, operates under sections 
4121-4128, Title 18, U.S. C. The functions of the Corporation are 
(1) To establish and operate industries in the United States penal 
institutions for the production of articles and commodities for con- 
sumption in the institutions and for sale to the departments and 
independent establishments of the Government; and (2) to provide 
such forms of employment and vocational training as will give the 
inmates of all Federal penal and correctional institutions a maximum 
opportunity to acquire knowledge and skills in trades and occupation 
which will provide them with a means of livelihood upon release. 
The following table summarizes the activities of the corporation: 




















1954 actual | 1955 estimate | 1956 estimate 
Sales to Government agencies................-.-...---.-.----- $20, 668,570 | $21,000, 000 $21, 000, 000 
I OI eae $2, 361, 533 $2, 400, 000 $2, 500, 000 
Payment of dividends to Treasury...... $2, 750, 000 $2, 100, 000 $2, 000, 000 
Number of inmates employed full time 3, 525 3, 650 3,75 
Number ofinmates for whom vocational training was provided. 9, 606 10, 000 10, 50 
Number of inmates receiving monetary awards..............- 4,159 4, 500 4, 68 
Amount of inmate awards granted..................-.....-..- $185, 005 $220, 000 $220, 0 
Number of released inmates assisted in job placement........- 1,749 1, 800 1, 850 








LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 
On page 5, in connection with the Acquisition of Buildings: 


Provided, That not to exceed $750,000 may be used for administrative expenses 
during the current fiscal year. 


On page 12, in connection with International Educational Exchange 
Activities: 


Provided, That not to exceed $2,400,000 may be used for administrative expense: 
during the current fiscal year. 


On page 22, in connection with Salaries and Expenses, Immigra- 
tion and Naturalization Service: 


Provided, That the compensation of the five assistant commissioners shall be at the 
rate of grade GS-16 so long as the positions are filled by the present incumbents. 
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On page 24, in connection with Salaries and Expenses, Bureau of 

Prisons: 

Provided further, That the Attorney General hereafter is authorized, without regard 

to the Classification Act of 1949, to place three positi 


ons in grade GS-16 in the General 
Schedule established by the Classification Act of 1949. 


On page 37 in connection with Refugee Relief: 
and of which not less than $2,000,000 shall be for capital for the making of loans; 
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84TH CONGRESS ' HOUSE OF REPRESENTATIVES \ Report 


No. 418 





REPEALING THE PROVISION OF THE SECOND DEFICIENCY 
APPROPRIATION ACT, FISCAL YEAR 1935, WHICH REQUIRES 
RECOUPMENT OF CERTAIN FEDERAL FUNDS SPENT FOR SCHOOL 
CONSTRUCTION 





Aprit 13, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enews, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 3123] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 3123) to repeal the provision of the Second 
Deficiency Appropriation Act, fiscal year 1935, which requires recoup- 
ment of certain Federal funds spent for school construction, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The amendments are as follows: 

Strike all after the enacting clause and insert in lieu thereof the 
following: 


Effective on July 1, 1955, the recoupment requirements of the Acts of August 12 
1935 (49 Stat. 571, 584), May 15, 1936 (49 Stat. 1274), July 1, 1946 (60 Stat. 357), 
August 8, 1946 (60 Stat. 923), and June 30, 1947 (61 Stat. 211) shall become 
inapplicable to the unrecouped balances of funds expended pursuant to such Acts. 

Sec. 2. In order to permit the granting of privileges to the public school board 
at Walker, Minnesota, that are consistent with those granted other public school 
boards pursuant to the Act of August 31, 1954 (68 Stat. 999), the Act of August 
17, 1950 (64 Stat. 459), is hereby amended by striking out the following: “*Pro- 
vided, That in consideration of the amount heretofore appropriated and the amount 
which may be appropriated to carry out the provisions of this section, all Indian 
children residing in such district shall be admitted to the schools of the district 
without further cost to the United States for instructional, operation, and main- 
tenance purposes.”’ 


Amend the title so as to read: 


A bill to modify the Acts of August 12, 1935 (49 Stat. 571, 584), May 15, 1936 
(49 Stat. 1274), July 1, 1946 (60 Stat. 357), August 8, 1946 (60 Stat. 923), and 
June 30, 1947 (61 Stat. 211) with respect to the recoupment of certain public 
school construction costs, and to amend the Act of August 17, 1950 (64 Stat, 459) 
relating to the expenditure of funds for cooperating with the public school board 
of Walker, Minnesota. 


55006 
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2 REPEAL PROVISION OF SECOND DEFICIENCY APPROPRIATION ACT 


BACKGROUND HISTORY OF THIS LEGISLATION 


Congress, in enacting the act of August 12, 1935 (49 Stat. 581, 584), 
appropriated $931,000 to assist certain public-school districts em- 
bracing substantial areas of nontaxable Indian lands in the construc- 
tion, enlargement, or improvement of local public elementary or high 
schools, including purchase of necessary equipment, for the educa- 
tion of Indian children. 

By the terms of the 1935 act, a total of 18 public-school districts 
in the States of Montana, Washington, South Dakota, and California 
received these funds, subject to the following “recoupment” pro- 
vision: 

Any amount expended on any project hereunder shall be recouped by the 

United States within a period of thirty years, commencing with the date of occu- 
pancy of the project, through reducing the annual Federal tuition payments 
for the education of Indian pupils enrolled in public or high schools of the district 
involved, or by the acceptance of Indian pupils in such schools without cost to 
the United States; and in computing the amount of recoupment for each project 
interest at 3 per centum shall be included in unrecouped balances. 
It will be noted that this language did not require actual repayment 
of cash into the Federal Treasury by the beneficiary districts; instead 
of cash payments, the act provided for “recoupment” of these funds 
through a bookkeeping procedure involving a credit of “repayment” 
of the 1935 construction funds through reduction of annual Federal 
tuition payments in subsequent years, or through acceptance of 
Indian pupils in such schools tuition-free to the United States. 

The acts of May 15, 1936 (49 Stat. 1274), July 1, 1946 (60 Stat. 
357), August 8, 1946 (60 Stat. 923), and June 30, 1947 (61 Stat. 211), 
all contained similar recoupment provisions, and authorized or appro- 
priated funds for cooperation with public-school districts in the States 
of Arizona and Wisconsin, and additional districts in Montana and 
Washington 

Spokesmen for the Bureau of Indian Affairs in their testimony on 
the present bill established that the recoupment provision was based 
on the fact that the United States also made annual contributions to 
the school districts under what is known as the Johnson-O’ Malley Act 
(25 U. S. C. 452-5) to defray part of the operating costs of schools 
attended by Indian children; the double contribution was regarded 
as unjustified, even though one related to construction, the other to 
operation. 

Recoupment provisions in these acts represented the Federal policy 
at the time with respect to financial assistance to public-school districts 
including within their boundaries federally owned tax-exempt areas. 
School districts so situated found the reduced tax base resulted in in- 
sufficient bonding capacity to permit the districts to raise adequate 
funds for construction of necessary school facilities. 

Since the inclusion‘of the recoupment provisions in these acts apply- 
ing to public-school districts embracing tax-exempt Indian lands, 
Federal policy relating to financial assistance for school construction 
has changed. 

Through enactment of general legislation (Public Law 815, 81st 
Cong., 64 Stat. 967, as amended by Public Law 246, 83d Cong., 67 
Stat. 522) Congress has authorized a systematic program of Federal 
assistance for school construction in areas in which the impact of 
Federal activities has created an undue financial burden on local 
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school districts. ms 8 ment of funds authorized under this general 
legislation, the so-called Federal Impact Act, is not required. 

Reflecting this change in Federal policy, Congress in 1954 canceled 
recoupment requirements applicable to school districts in Minnesota 
and in Klamath County, Oreg. (act of August 31, 1954, 68 Stat. 999; 
and the act of August 13, 1954, 68 Stat. 718). ; 

By the acts containing recoupment provisions, a total of $999,000 
was appropriated, of which $998,939.28 has been expended. Of this 
amount, recoupment had been effected, as of June 30, 1954, in the 
amount of $470,141.38, leaving a balance due of $528,797.90. The 
applicable amounts by States and districts have been included in the 
report of the Department of the Interior, set out hereafter. 


EXPLANATION OF H. R, 3123 


As introduced, H. R. 3123 had as its purpose repealing the recoup- 
ment provisions of earlier legislation applying to some, but not all, of 
the public-school districts presently subject to recoupment require- 
ments. 

The committee has concluded that enactment of this legislation 
bringing aid to the individual districts named in the earlier statutes 
would be consistent with the general policy implicit in the so-called 
Federal Impact Act, and consistent with the action taken by the last 
Congress in canceling recoupment requirements applicable to school 
districts in the State of Minnesota and in Klamath County, Oreg. 

On advice of the spokesmen for the Bureau of Indian Affairs that 
the printed bill as introduced did not embrace all public-school dis- 
tricts subject to recoupment requirements, the committee has adopted 
substitute language in the form of an amendment which would operate 
to repeal all eon and presently operative recoupment provisions 
applying to school districts which contain Indian lands. 

The report of the Department of the Interior follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 9, 1955. 
Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. EnGte: Your committee has requested a report on H. R. 3123, 
a bill to repeal the provision of the Second Deficiency Appropriation Act, fiscal 
year 1935, which requires recoupment of certain Federal funds spent for school 
construction. 

We recommend that the bill be enacted if it is amended as suggested below. 

The bill provides that effective July 1, 1955, the recoupment provision in the 
act named in the title of the bill shall be repealed and that the bill shall not affect 
recoupments made prior to July 1, 1955. 

The Second Deficiency Appropriation Act, fiscal year 1935 (49 Stat. 571, 584) 
appropriated funds for cooperation with certain public-school districts in the States 
of Montana, Washington, South Dakota, and California for the construction and 
improvement of school facilities for the education of Indian children. The re- 
coupment provision is in the following language: “anv amount expended on any 
project hereunder shall be recouped by the United States within a period of thirty 
years, commencing with the date of occupancy of the project, through reducing 
the annual Federal tuition payments for the education of Indian pupils, enrolled 
in public or high schools of the district involved, or by the acceptance of Indian 
pupils in such schools without cost to the United States; and in computing the 
amount of recoupment for each project interest at 3 per centum per annum shall 
be included on unrecouped balances.” 
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4 REPEAL PROVISION OF SECOND DEFICIENCY APPROPRIATION ACT 


Similar recoupment prov'sions were also included in the acts of May 15, 1936 
(49 Stat. 1274), Julv 1, 1946 (60 Stat. 357), August 8, 1946 (60 Stat. 923), and 
June 30, 1947 (61 Stat. 211), which authorized or appropriated funds for coopera- 
tion with certain public-school districts in the States of Arizona and Wisconsin, 
and additional districts in the States of Montana and Washington. 

Pursuant to these acts a total of $999,000 was appropriated and $998,939.28 
has been expended. Recoupment has been effected as of June 30, 1954, in the 
amount of $470,141.38, leaving a balance due of $528,797.90. The applicable 
amounts by States and districts are as follows: 















































Amount of Amount Balance out- 
State District loan tecouped standing 
pene ee Dp ETOP mens, ME $3, 308. 32 $21, 691. 68 
California.......... Round Valley Union High.............- 50, 000. 00 28, 532. 46 21, 467. 54 
Montana........... Lodge Grass District 27.............-... 80, 000. 00 44, 000. 11 35, 998. 89 
Hardin District 17-H...........-.--.... 158, 000. 00 83, 404. 16 
ht Se ree: 40, 000. 00 21, 827. 01 
OO NOE Bo soins cracstiuetntiiebn aint 40, 000. 00 22, 888. 83 
PEND DIMI SB. wdc cwcdvicubanumntied 60, 000. 00 33, 337. 58 
Brockton District 55................-..- 40, 000. 00 22, 666. 61 
go gl | Rees EES 25, 000. 00 14, 166. 61 
Medicine Lake District 7................ 25, 000. 00 14, 166. 61 
ee TD ae ae 25, 000. 00 14, 166. 61 
Wolf Point District 45................... 50, 000. 00 28, 333. 23 
DOWNIE DIATE Oo. 5 enced ncepacuses 95, 148. 29 52, 969. 71 
pi Te he | eee eee 1, 481.00 790. 40 
Litt!e Baitger District 50................ 3. 333. 84 1, 778. 08 
Prertors Tete 29s ct, cckwsewane 14, 976. 15 7, 870, 87 
GU, ca usshisicincividjaind teenie 657,939.28 | 362, 366.77 | 
Washington.......- i a ih aoe 38,000.00 | 21, 533. 39 16, 466. 61 
Pe eee Te 5), 000. 00 28, 333. 39 21, 666. 61 
Cee OE CREE 5 io ennc css occsmabecudee 10, 000. 00 5, 000. 06 4, 999. 94 
Re et ee 88, 000. 00 11, 733. 33 76, 266. 67 
pi Rare REM ee BES ME STs 186, 000. 00 66, 600. 17 | 119, 399. 83 
Wisconsin .......... Re ea 80, 000. 00 9, 333. 66 70, 666. 34 
aN OOO i ied Nae 998, 999.28 | 470, 141.38 | 528, 797. 90 











The State of South Dakota is not included in this report as the recoupment 
provision applying to the loan made in that State under the authorization of the 
Second Deficiency Appropriation Act for 1935 (49 Stat. 571, 584) was waived 
by the act of June 22, 1936 (49 Stat. 1757-1803) which included the appropriation 
of funds for the district. A recoupment provision was also included in the act of 
May 15, 1936 (49 Stat. 1274), which authorized $50,000 for the Hays Public 
School District, Hays, Mont., but no appropriation has been made. 

The recoupment provisions represented the Federal policy that existed at the 
time with respect to financial assistance to public-school districts which included 
federally owned tax-exempt areas. The Federal assistance was based on the 
fact that the areas of nontaxable Indian land resulted in insufficient bonding 
capacity to permit the school districts to raise adequate funds to provide necessary 
school facilities. The recoupment provision was based on the fact that the 
United States also made annual contributions to the school districts under the 
Johnson-O’ Malley Act (25 U. 8. C. 452-455) to defray part of the operating costs 
of schools attended by Indian children, and the double contribution was regarded 
as unjustified despite the fact that one related to construction and the other 
related to operation. 

Since the insertion of the recoupment provisions in these acts, Federal policy 
relating to financial assistance for school construction has changed. Congress, by 
the enactment of general legislation (Public Law 815, 81st Cong., 64 Stat. 967), as 
amended by Public Law 246, 83d Congress (67 Stat. 522), authorized a systematic 
program of Federal assistance for school construction in areas in which the impact 
of Federal activities has created an undue financial burden on local school districts. 
Repayment of the appropriations therein authorized was not required. Enact- 
ment of the proposed legislation if amended as hereafter proposed will bring 
aid to the individual districts named in the earlier statutes in line with the present 
Federal policy. Similar action was taken in 1954 when the recoupment require- 
ments applicable to school districts in the State of Minnesota and to Klamath 
County, Oreg., were canceled (act of August 31, 1954, 68 Stat. 999; act of August 
13, 1954, 68 Stat. 718). 
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The proposed legislation will extend the same treatment to some, but not all, 
of the school districts that are presently subject to recoupment requirements. 
In order that all of the recoupment provisions applying to the districts in the 
States named above may be repealed it is reeommended that the bill be amended 
by deleting everything after the enacting clause and inserting in lieu thereof the 
following: “effective on July 1, 1955, the recoupment requirements of the Acts 
of August 12, 1935 (49 Stat. 581, 584), Mav 15, 1936 (49 Stat. 1274), Julv 1, 1946 
(60 Stat. 357), August 8, 1946 (60 Stat. 923), and June 30, 1947 (61 Stat. 211) 
shall become inapplicable to the unrecouped balances of funds expended pursuant 
to such Acts.” 

The title of the bill should be amended to read as follows: ‘To modify the 
Acts of August 12, 1935 (49 Stat. 584), Mav 15, 1936 (49 Stat. 1274), July 1, 1946 
(60 Stat. 347), August 8, 1946 (60 Stat. 923), and June 30, 1947 (61 Stat. 211), 
with respect to the recoupment of certain public school construction costs.” 

Since I am informed that there is a particular urgency for the submission of 
the views of the Department, this report has not been cleared through the Bureau 
of the Budget and, therefore, no commitment can be made concerning the relation- 
ship of the views expressed herein to the program of the President. 

Sincerely yours, 
OrME LEwiIs, 
Assistant Secretary of the Interior. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 31, 1955. 
Hon. Ciarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. EnGte: The report of this Department on H. R. 3123, a bill 
to repeal the provision of the Second Deficiency Appropriation Act, fiscal vear 
1935, which requires recoupment of certain Federal funds spent for school con- 
struction, was transmitted to your committee on March 9. In view of informa- 
tion that your committee desired an immediate statement of the views of this 
Department, the report was submitted without clearance through the Bureau of 
the Budget. 

Subsequent to the transmission of the report on H. R. 3123, we have been 
advised by the Bureau of the Budget that the views expressed in that report, 
as submitted to your committee on March 9, are without objection insofar as the 
Bureau of the Budget is concerned. 

Sincerely yours, 
(Signed) Orme Lewis, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of Rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Act or AvGust 12, 1935 (49 Start. 571, 584) 


* * * Construction, enlargement, or improvement of public-school buildings: 
For cooperation with public-school districts in the construction, enlargement, or 
improvement of local public elementary or high schools, including purchase of 
necessary equipment, as authorized by and in conformity with numerous Acts of 
the Seventy-fourth Congress approved June 7, 1935, fiscal year 1936, $931,000, 
as follows: Quects, Washington, $10,000 (Public, Numbered 111); Glacier 
County, Montana, $100,000 (Public, Numbered 103); Wolf Point, Montana, 
$50,000 (Public, Numbered 104); Polson, Montana, $40,000 (Public, Numbered 
105); Lake and Missoula Counties, Montana, $100,000 (Public, Numbered 106); 
Brockton, Montana, $40,000 (Public, Numbered 107); Poplar, Montana, $25,000 
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(Public, Numbered 108); heap hay Washington, $38,000 (Public, Numbered 
110); Frazer, Montana, $25,000 ( Public, Numbered 109) ; White Swan, Wash- 
ington, $50,000 (Public, Renbeed 112); Covelo, California, $50,000 (Public, 
Numbered 113); Shannon County, South Dakota, $125,000 (Public, Numbered 
114); Big Horn County, Montana (district numbered 27), $80,000 (Public, 
Numbered 119); Blaine County, Montana, $15,000 (Public, Numbered 120); 
Medicine Lake, Montana, $25, (Public, Numbered 127); Hardin and Crow 
Agency, Big Horn County, Montana (district 17-H), $158,000 (Public, Num- 
bered 126): Provided, That plans and specifications for construction, enlargement, 
or improvement of structures shall be furnished by local or State authorities, 
without cost to the United States, and upon approval thereof by the Commis- 
sioner of Indian Affairs actual work shall proceed under the direction of such 
local or State officials. Payment for work in place shall be made monthly, on 
vouchers properly certified by local officials of the Indian Service: [Provided 
further, That any amount expended on any project hereunder shall be recouped 
by the United States within a period of thirty years, commencing with the date 

occupancy of the project, through reducing the annual Federal tuition pay- 
ments for the education of Indian pupils enrolled in public or high schools of the 
district involved, or by the acceptance of Indian pupils in such schools without 
cost to the United States; and in computing the amount of recoupment for each 
project interest at 3 per centum per annum shall be included on unrecouped 
balances.]. * * * 


For information, the committee also sets forth below the changes 
in existing law made by the bill, as amended (existing law proposed 
to be omitted is enclosed in black brackets, new matter is printed 
in italic, existing law in which no change is proposed is shown in 
roman): 

Act or Avucust 17, 1950 (64 Star. 459) 


There is hereby authorized to be appropriated, out of any funds in the Treasury 
not otherwise appropriated, an additional sum of $80,000 to be available to the 
Secretary of the fn terior for the purpose of cooperating with Independent Schoo! 
District Numbered 5, Cass County, Minnesota, at Walker, Minnesota, for the 
construction, extension, equipment, and improvement of public school facilities 
at Walker, Minnesota, as authorized by the Act of July 1, 1940 (54 Stat. 707, 
708), and the Act of July 24, 1947 (61 Stat. 414) [: Provided, That in consideration 
of the amount heretofore appropriated and the amount which may be appropri- 
ated to carry out the provisions of this section, all Indian children residing in 
such district shall be admitted to the schools of the district without further cost 
to the United States for instructional, operation, and maintenance purposes]. 
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AUTHORIZING THE SECRETARY OF THE INTERIOR TO INVESTI- 
GATE AND REPORT TO THE CONGRESS ON PROJECTS FOR THE 
CONSERVATION, DEVELOPMENT, AND UTILIZATION OF THE 
WATER RESOURCES OF ALASKA 





Aprit 13, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Enaue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 3990} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 3990) to authorize the Secretary of the Interior 
to investigate and report to the Congress on projects for the con- 
servation, development, and utilization of the water resources of 
Alaska, having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 9, following the word “and” insert the word “to”’. 

Page 2, line 9, strike the word “may” and insert in lieu thereof 
the words “shall immediately”. 

Page 2, line 15, strike all of section 3, and insert in lieu thereof the 
following new section: 


Sec. 3. There are hereby authorized to be appropriated not more than $250,000 
in any one fiscal year: Provided, That any amount of any annual appropriation 
left unexpended at the end of any fiscal year shall be returned to the Treasury. 


EXPLANATION OF THE BILL 


This bill would authorize the Secretary of the Interior to investigate 
projects for the conservation, development, and utilization of water 
resources of Alaska and to make appropriate recommendations and 
reports to the President and to Congress. It would not establish a 
new activity in Alaska but would make further use of the Bureau of 
Reclamation facilities already functioning in the Territory. 

For the past several years the Bureau of Reclamation has been 
conducting a water-resources study program in Alaska with annual 
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appropriations from $100,000 to $250,000 of general investigations 
funds. Such an arrangement has been satisfactory for exploratory 
urposes but for an orderly program of engineering and economic 
investigations permanent legislation is desirable. In order to encour- 
age industrial development in Alaska through wider use of hydro- 
electric power and irrigation and drainage projects, additional and 
continuing investigations are required. : 

The bill, in section 2, also provides that prior to the filing of the 
aforementioned reports with Congress, the Secretary shall transmit 
copies to the Governor of Alaska for information and comment and 
also to heads of interested Federal departments and agencies. Writ- 
ten comments and recommendations may be submitted to the Secre- 
tary of the Interior by the said officials within 90 days after the pro- 
posed report is received. After the 90-day review period has expired, 
the Secretary is directed to transmit immediately his comments and 
recommendations, as well as those received from the Governor of 
Alaska and interested agencies, to Congress. The letter of transmittal 
and its attachments would be printed as a House or Senate document. 

Section 3 authorizes the annual appropriation of not more than 
$250,000 with a proviso that any of the appropriations left unexpended 
at the end of any fiscal year shall be returned to the Treasury. 

The executive communication from the Department of the Interior 
follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 9, 1956. 
Hon. Sam Rayrspurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: Transmitted herewith is a draft of bill to authorize 
the Secretary of the Interior to investigate and report to the Congress on projects 
for the conservation, development, and utilization of the water resources of 
Alaska. 

We request that this bill be referred to the appropriate committee for considera- 
tion and recommend that it be enacted. 

The Congress has for a number of years provided funds for the conduct of 
“engineering and economic investigations, as a basis for legislation, and for 
reports thereon to Congress, relating to projects for the development and utiliza- 
tion of the water resources of Alaska.’’ These funds have ranged in annual 
amounts from $100,000 to $250,000 and have been in addition to those made 
available, through appropriations to the Geological Survey, for collection of 
basic water data. The program which has been conducted under the annual 
appropriations first spoken of in this paragraph has proved to be of such merit 
that it should be placed on a permanent basis. 

In carrying out the directive of the appropriation acts, this Department has 
compiled a wealth of information on potential water-resource developments in 
Alaska. Much of this information, even though of a reconnaissance nature, was 
made available in our Reconnaissance Report on the Potential Development of 
Water Resources in Alaska, which was printed as House Document 197 82d Con- 
gress. This report fully supports the need for permanent legislation such as is 
now proposed to assist this Department in aiding in the development of Alaska. 

The data obtained from these investigations also served as the basis for a report 
to the Congress on the Eklutna power project which has recently gone into partial 
operation. This project will serve a very urgent need for power in the Anchorage 
area as is evidenced by the fact that the entire output of this plant has already 
been allotted. Also, in various stages of completion are reports on, among others, 
the Swan Lake project near Ketchikan, the Blue Lake project near Sitka, and 
Dorothy Lake project. While one of the most urgent needs in Alaska is, as the 
priority given the preparation of these reports indicates, development of its hydro- 
electric power resources to assist in the industrial development of the Territory, 
our general reconnaissance report mentioned above makes it clear that this is by 
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no means exclusive of those other aspects of water development work—irrigation, 
flood control, and domestic water supply—which are familiar in the western part 
of the United States and are commonly included in multiple-purpose projects. 

Our information indicates that there has been little or no duplication of effort 
between the work of this Department in Alaska and that of the Corps of Engineers. 
The corps has, for the most part, carried on river-basin surveys and river and 
harbor work. This Department has utilized data made available to it by the Corps 
of Engineers and has translated these studies plus additional data collected by its 
staff into project feasibility reports as a basis for recommending legislation. 

Continuing investigation of projects for the use of water resources in Alaska will 
not require the setting up of a new organization. Our present small organization 
carrying on this work has been operating in Alaska for 7 years. In addition, 
Bureau of Reclamation personnel constructing the Eklutna project are located 
near Anchorage and have been working in that area for several years. When this 
construction work is completed in 1955, it will still be necessary to maintain a staff 
at the plant for operation and maintenance. 

A small amount of money expended for the investigations of Alaskan water- 
resource projects as a basis for legislation and for reports thereon to the Congress 
will produce results of vital importance to the welfare and growth of the Territory 
and the Nation. It will contribute, as such expenditures have already contributed, 
toward an understanding of the possibilities of and need for the development of 
the Territory and will aid in promoting the use of and development of Alaskan 
natural resources. 

It is understood that this bill, if enacted, would not be interpreted to exclude 
from Alaska the undertaking by other Federal agencies of authorized functions 
normally performed by those agencies in the United States. 

The Bureau of the Budget has advised that there is no objection to the pres- 
entation of this proposed legislation to the Congress. 

Sincerely yours, 
Orme LeEwIs, 
Assistant Secretary of the Interior. 


A BILL To authorize the Secretary of the Interior to investigate and report to the Congress on projects for 
the conservation, development, and utilization of the water resources of Alaska 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, for the purpose of encouraging and promoting 
the development of Alaska, the Secretary of the Interior (hereinafter referred to 
as the “‘Secretary”) is authorized to make investigations of projects for the 
conservation, development, and utilization of the water resources of Alaska and 
to report thereon, with appropriate recommendations, from time to time, to the 
President and the Congress. 

Sec. 2. Prior to the transmission of any such report to the Congress, the 
Secretary shall transmit copies thereof for information and comment to the 
Governor of Alaska, or to such representative as may be named by him, and to 
the heads of interested Federal departments and agencies. The written views 
and recommendations of the aforementioned officials may be submitted to the 
Secretary within ninety days from the day of receipt of said proposed report. 
The Secretary may thereafter transmit to the Congress, with such comments and 
recommendations as he deems appropriate, his report, together with copies of the 
views and recommendations received from the aforementioned officials. The 
letter of transmittal and its attachments shall be printed as a House or Senate 
Document. 

Sec. 3. There are hereby authorized to be appropriated such sums as may be 
necessary to carry out the provisions of this Act. 


The Committee on Interior and Insular Affairs unanimously recom- 
mends the enactment of H. R. 3990. 
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1st Session No. 420 





SUBVERSIVE ACTIVITIES CONTROL ACT AMENDMENT 
OF 1955 





Aprit 14, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Water, from the Committee on Un-American Activities, 
submitted the following 


REPORT 


[To accompany H. R. 4753) 


The Committee on Un-American Activities, to whom was referred 
the bill (H. R. 4753) to amend subsection (e) (1) of section 13A of the 
Subversive Activities Control Act of 1950 to change from 2 years to 3 
years the standard contained therein with respect to the past affilia- 
tions of individuals conducting the management of certain organiza- 
tions; having considered the same, report favorably thereon without 
amendment and recommend that the Pill do pass. 


STATEMENT 


The purpose of this legislation is to increase from 2 years to 3 years 
the standard prescribed in section 13A (e) (1) of the Subversive 
Activities Control Act of 1950, as amended, with respect to the past 
affiliations of individuals conducting the management of certain 
organizations. 

he Communist Control Act of 1954, amending the Subversive 
Activities Control Act of 1950, authorizes the Subversive Activities 
Control Board to make a determination of the identity of organiza- 
tions in a new category to be known as Communist-infiltrated organ- 
izations. In making such determination, the Board is required to 
consider among other things 
* * * to what extent, if any, the effective management of the affairs of such 
organization is conducted by one or more individuals who are, or within two years 
have been, (A) members, agents, or representatives of any Communist organiza- 
tion, and Communist foreign government, or the world Communist movement 
referred to in section 2 of this title, with knowledge of the nature and purpose 
thereof, or (B) engaged in giving aid or support to any such organization, govern- 
ment, or movement with knowledge of the nature and purpose thereof; * * *. 
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With regard to the legal standard of 2 years for determining past 
affiliations of individuals, it should be pointed out that in five other 
standards prescribed by the act the period is 3 years. There is no 
sound reason why the legal standard should be 2 years in one case 
and 3 years in the other five cases. Therefore, this committee is of 
the opinion that the act should be made uniform by changing the 
provision from “two years” to “three years”, and the committee 
urges prompt action in the passage of this bill. 





CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
the existing law in which no change is proposed is shown in roman): 


Section 13a oF THE SUBVERSIVE Activities Contro.t Act oF 1950, as 
AMENDED 


“PROCEEDINGS WITH RESPECT TO COMMUNIST-INFILTRATED ORGANIZATIONS 


“Sec. 13A. (a) Whenever the Attorney General has reason to believe that any 
organization is a Communist-infiltrated organization, he may file with the Board 
and serve upon such organization a petition for a determination that such organi- 
zation is a Communist-infiltrated organization. In any proceeding so instituted, 
two or more affiliated organizations may be named as joint respondents. When- 
ever any such petition is accompanied by a certificate of the Attorney General to 
the effect that the proceeding so instituted is one of exceptional public importance, 
such proceeding shall be set for hearing at the earliest possible time and all pro- 
ceedings therein before the Board or any court shall be expedited to the greatest 
practicable extent. 

“(b) Any organization which has been determined under this section to be a 
Communist-infiltrated organization may, within six months after such determina- 
tion, file with the Board and serve upon the Attorney General a petition for a 
determination that such organization no longer is a Communist-infiltrated organi- 
zation. 

“‘(c) Each such petition shall be verified under oath, and shall contain a state- 
ment of the facts relied upon in support thereof. Upon the filing of any such 
petition, the Board shall serve upon each party to such proceeding a notice 
specifying the time and place for hearing upon such petition. No such hearing 
shall be conducted within twenty days after the service of such notice. 

“(d) The provisions of subsections (c) and (d) of section 13 shall apply to 
hearings conducted under this section, except that upon the failure of any organi- 
zation narned as a party in any petition filed by or duly served upon it pursuant 
to this section to appear at any hearing upon such petition, the Board may conduct 
such hearing in the absence of such organization and mav enter such order under 
this section as the Board shall determine to be warranted by evidence presented 
at such hearing. 

“(e) In determining whether any organization is a Communist-infiltrated 
organization, the Board shall consider— 

“(1) to what extent, if any, the effective management of the affairs of such 
organization is conducted by one or more individuals who are, or within 
{two years] three years have been, (A) members, agents, or representatives 
of any Communist organization, and Communist foreign government, or 
the world Communist movement referred to in section 2 of this title, with 
knowledge of the nature and purpose thereof, or (B) engaged in giving aid or 
support to any such organization, government, or movement with knowledge 
of the nature and purpose thereof; 

““(2) to what extent, if any, the policies of such organization are, or within 
three years have been, formulated and carried out pursuant to the direction 
or advice of any member, agent, or representative of any such organization, 
government, or movement; 
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(3) to what extent, if any, the personnel and resources of such organiza- 
tion are, or within three years have been, used to further or promote the 
objectives of any such Communist organization, government, or movement; 

(4) to what extent, if any, such organization within three years has 
received from, or furnished to or for the use of, any such Communist organ- 
ization, government, or movement any funds or other material assistance; 

“(5) to what extent, if any, such organization is, or within three years has 
been, affiliated in any way with any such Communist organization,.govern- 
ment, or movement; 

(6) to what extent, if any, the affiliation of such organization, or of any 
individual or individuals who are members thereof or who manage its affairs, 
with any such Communist organization, government, or movement is con- 
cealed from or is not disclosed to the membership of such organization; and 

“(7) to what extent, if any, such organization or any of its members or 
managers are, or within three years have been, knowingly engaged— 

‘“(A) in any conduct punishable under section 4 or 15 of this Act or 
under chapter 37 105, or 115 of title 18 of the United States Code; or 

“(B) with intent to impair the military strength of the United States 
or its industrial capacity to furnish logistical or other support required 
by its armed forces, in any activity resulting in or contributing to any 
such impairment. 

“(f) After hearing upon any petition filed under this section, the Board shall 
(1) make a report in writing in which it shall state its findings as to the facts 
and its conclusions with respect to the issues presented by such petition, (2) enter 
its order granting or denying the determination sought by such petition, and 
(3) serve upon each party to the proceeding a copy of such order. Any order 
granting any determination on the question whether any organization is a Com- 
munist-infiltrated organization shall become final as provided in section 14 (b) of 
this Act. 

**(g) When any order has been entered by the Board under this section with 
respect to any labor organization or employer (as these terms are defined by 
section 2 of the National Labor Relations Act, as amended, and which are organi- 
zations Within the meaning of section 3 of the Subversive Activities Control Act 
of 1950), the Board shall serve a true and correct copy of such order upon the 
National Labor Relations Board and shali publish in the Federal Register a 
statement of the substance of such order and its effective date. 

“(h) When there is in effect a final order of the Board determining that any 
such labor organization is a Communist-action organization, a Communist-front 
organization, or a Communist-infiltrated organization, such labor organization 
shall be ineligible to— 

(1) act as representative of any employee within the meaning or for the 
purposes of section 7 of the National Labor Relations Act, as amended (29 
U. 8. C. 157); 

‘“*(2) serve as an exclusive representative of employees of any bargaining 
unit under section 9 of such Act, as amended (29 U.S. C. 159); 

(3) make, or obtain any hearing upon, any charge under section 10 of 
such Act (29 U. 8. C. 160); or 

(4) exercise any other right or privilege, or receive any other benefit, 
substantive or procedural, provided by such Act for labor organizations. 

“(j) When an order of the Board determining that any such labor organization 
is a Communist-infiltrated organization has become final, and such labor organi- 
zation theretofore has been certified under the National Labor Relations Act, as 
amended, as a representative of employees in any bargaining unit— 

“(1) a question of representation affecting commerce, within the meaning 
of section 9 (c) of such Act, shall be deemed to exist with respect to such 
bargaining unit; and 

““(2) the National Labor Relations Board, upon petition of not less than 
20 per centum of the employees in such bargaining unit or any person or 
persons acting in their behalf, shall under section 9 of such Act (notwith- 
standing any limitation of time contained therein) direct elections in such 
bargaining unit or any subdivision thereof (A) for the selection of a repre- 
sentative thereof for collective bargaining purposes. and (B) to determine 
whether the employees thereof desire to rescind any authority previously 
granted to such labor organization to enter into any agreement with their 
employer pursuant to section 8 (a) (3) (ii) of such Act. 
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“‘(j) When there is in effect a final order of the Board determining that any 
such employer is a Communist-infiltrated organization, such employer shall be 
ineligible to— 

““(1) file any petition for an election under section 9 of the National Labor 
Relations Act, as amended (29 U. S. C. 157), or participate in any proceeding 
under such section; or 

(2) make or obtain any hearing upon any charge under section 10 of 
such Act (29 U. S. C. 160); or 

(3) exercise any other right or privilege or receive any other benefit, 
substantive or procedural, provided by such Act for employers.” 

Sec. 11. Subsections (a) and (b) of section 14 of such Act (50 U. S. C. 793) 
are amended by inserting in each such subsection, immediately after the words 
“section 13’’, a comma and the following: ‘‘or subsection (f) of section 13A,” 

Sec. 12. If any provision of this title or the application thereof to any person 
or circumstances is held invalid, the remainder of the title, and the application of 
such provisions to other persons or circumstances, shall not be affected thereby. 
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1st Session No. 421 





DECLARING CERTAIN TIDEWATER OVER FORT POINT 
CHANNEL IN THE CITY OF BOSTON NONNAVIGABLE 
TIDEWATER 





Apri 18, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Macponatp, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H. R. 1816] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 1816) to declare the tidewaters in the 
waterway (in which is located Fort Point Channel and South Bay) 
above the easterly side of the highway bridge over Fort Point Channel 
at Dorchester Avenue in the city of Boston nonnavigable tidewaters, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF LEGISLATION 


The purpose of this bill is to declare the tidewaters (in which is 
located Fort Point Channel and South Bay) above the easterly side 
of the highway bridge over Fort Point Channel at Dorchester Avenue 
in the city of Boston nonnavigable tidewaters. 

The committee was advised that within this waterway area there 
are four drawbridges, namely, Dorchester Avenue highway bridge, 
the New York, New Haven & Hartford Railroad bridge, and the 
Broadway and Dover Street highway bridges. The use of this water- 
way above the Dorchester Avenue Bridge for maritime commerce 
has declined until, at present, the amount of waterborne traffic out- 
side of refuse-disposal scows is negligible. The wharves and other 
structures have reached a state of general dilapidation. At present, 
only 3 abutters use this waterway: The city of Boston for refuse- 
disposal scows, a lumber company who receives 7 to 10 boatloads 
yearly, and a scrap-iron dealer who makes about 2 shipments a year. 

f the openings due to refuse-disposal scows were eliminated there 
would be no justification for the continuance of maintaining draw- 
bridges over the waterway. The city of Boston through its public 
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works department is now preparing plans for refuse-disposal facilities 
that will not require the use of scows. 

From information available from the Commonwealth, department 
of public works, the railroad, and the city of Boston, it appears that 
by suspending the operation of these 4 movable spans, it would result 
in an annual savings of about $90,000 to the city of Boston, $30,000 to 
the Commonwealth, and about $30,000 to the New York, New Haven 
& Hartford Railroad, plus an estimated saving of $53,000 annually 
to motor vehicle operators by virtue of time saved. 

It appears that the total. annual expense of about $200,000 for 
providing movable bridges for 3 commercial users is very costly 
and entirely out of proportion to the use of the waterway. The 
direct cost to the present users would be the rail differential for 10 
lumber cargoes and 2 scrap-iron shipments yearly, a relatively small 
amount compared with the cost of operating the bridges. 

The proposed Boston central artery contemplates a location in this 
area that will require encroaching on or crossing the waterways. If 
the waterways are not closed to navigation, the cost of constructing 
and maintaining drawbridges (or high-level bridges) must be added 
to the costs above mentioned. 

Your committee was advised that the Department believes that 
the eventual filling in and development of this area for industrial usage 
would be a distinct public benefit and should be done at some sats 
date, and it further believes, in view of the aforementioned facts, that 
the first step in such a development should consist of the abolishing of 
this channel as a navigable waterway, which would allow the present 
four bridges to be changed to fixed spans, and would also allow the 
construction of such bridges as are necessary in connection with the 
central artery to be fixed spans. 

Legislation on this subject was enacted by the General Court of 
the Commonwealth of Massachusetts in 1954 under chapter 638 of 
the Acts of 1954. The legislation is as follows: 


AN ACT PROVIDING FOR THE ACQUISITION BY THE COMMONWEALTH OF ALL RIGHTS 
IN CERTAIN TIDEWATERS IN THE CITY OF BOSTON AND FOR THE MAINTENANCE 
OF CERTAIN BRIDGES OVER THE SAME WITHOUT A DRAW 


Be it enacted, etc., as follows: 


Section 1. The department of public works is hereby authorized to acquire 
in the name and behalf of the commonwealth, with such conditional limitations, 
if any, as said department shall deem proper, all rights in the tidewaters above 
the easterly side of the highway bridge over Fort Point Channel at Dorchester 
Avenue in the city of Boston, and to do in the name and behalf of the common- 
wealth any and all things necessary to have said tidewaters declared to be non- 
navigable waters within the meaning of the constitution and laws of the United 
States and, after said tidewaters have been so declared, to maintain said bridge 
without a draw. After said tidewaters have been so declared, the city of Boston 
and the New York, New Haven and Hartford Railroad Company may also main- 
tain without a draw their bridges over said tidewaters. 

Section 2. Notwithstanding any contrary provision of general or special 
law, the city of Boston, by its mayor, is hereby authorized and empowered to 
convey to the commonwealth, without consideration, all rights of said city in 
the aforesaid tidewaters; provided, that said conveyance is authorized, after 
two separate readings, by two separate votes of two thirds of all the members 
of the city council of said city, the second of said readings and votes to be had 
not less than fourteen days after the first. 

Section 3. This act shall take effect upon its passage. 

Approved June 10, 1954. 
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The following communications have been received regarding this 
legislation: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., March 15, 1956. 
Hon. J. Percy Priest, 

Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. Cuarrman: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 1816, 
84th Congress, a bill to declare the tidewaters in the waterway (in which is located 
Fort Point Channel and South Bay) above the easterly side of the highway bridge 
over Fort Point Channel at Dorchester Avenue in the city of Boston nonnavigable 
tidewaters. The Secretary of Defense has assigned to the Department of the 
Army the responsibility for preparation of a report thereon. 

The Department of the Army has considered the above-mentioned bill and 
has no objection to enactment of this legislation. 

The purpose of the bill is stated sufficiently in its title. Fort Point Channel 
and South Bay were dredged originally by the board of land and harbor com- 
missioners, Commonwealth of Massachusetts in 1863. A Federal project for 
Fort Point Channel was authorized in the River and Harbor Act, approved 
August 5, 1886 (24 Stat. 310), providing for a channel 23 feet deep and 175 feet 
wide from its entrance in Boston Harbor, about four-fifths of a mile, to the Dor- 
chester Avenue Bridge. The project was completed in 1909. Commerce above 
the Federal project is limited to 2 concerns, 1 of which has a contract with the 
city of Boston for removal of garbage and wastes disposal by seagoing scows, and 
the other is a marine contractor who uses the waterway for transportation of his 
floating equipment to and from his dock. One lumber company located above 
the Federal project received a foreign shipment of lumber in the amount of 481 
tons in 1953. It is understood that the Commonwealth proposes to acquire and 
reclaim the submerged land for industrial and highway uses. 

The Bureau of the Budget advises that there is no objection to the submission 
of a similar report on S. 330, an identical bill. 

Sincerely yours, 
Rosert T. STevEnNs, 
Secretary of the Army. 





ExecuTivE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., March 10, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


My Dear Mr. CuHairman: This will acknowledge your letter of February 5, 
1955, requesting the comments of the Bureau of the Budget on H. R. 1816, a 
bill to declare the tidewaters in the waterway (in which is located Fort Point 
Channel and South Bay) above the easterly side of the highway bridge over 
Fort Point Channel at Dorchester Avenue in the city of Boston nonnavigable 
tidewaters. 

The purpose of this bill is clearly stated in its title. The Secretary of the Army, 
in his report to the chairman of the Public Works Committee, United States 
Senate, on 8. 330, a companion bill to H. R. 1816, states that the Federal project 
for Fort Point Channel provides for a channel 23 feet deep from its entrance in 
Boston Harbor to the Dorchester Avenue Bridge. He states further that com- 
merce above the Federal project is limited to two concerns, and that the Common- 
wealth of Massachusetts proposes to acquire and reclaim the submerged land for 
industrial and highway uses. He concludes by stating that the Department of 
the Army would have no objection to the enactment of that measure. 

Accordingly, the Bureau of the Budget would have no objection to the enactment 
of the companion bill, H. R. 1816. 

Sincerely yours, 


Donatp R. BELCHER, 
Assistant Director. 
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DEPARTMENT OF COMMERCE, 
OFFIcE oF THE GENERAL COUNSEL, 
Washington, March 30, 1955. 
Hon. J, Percy Prrzst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C 


Dear Mr. Cuatrman: This letter is in reply to none letter of February 5, 
1955, requesting the views of the Department of Commerce with respect to 
H. R. 1816, a bill to declare the tidewaters in the waterway (in which is located 
Fort Point Channel and South Bay) above the easterly side of the highway 
bridge over Fort Point Channel at Dorchester Avenue in the city of Boston non- 
navigable tidewaters. 

This bill appears to be concerned primarily with matters within the purview 
of the Corps of Engineers of the Department of the Army. 

Consideration of the bill as it might affect the functions of this Department 
indicates that our interest is too remote to justify offering comments with respect 
thereto. 

Sincerely yours, 
Parurp A. Ray, General Counsel. 
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1st Session No. 422 





AMENDING THE CLAYTON ACT BY GRANTING A RIGHT OF ACTION 
TO THE UNITED STATES TO RECOVER DAMAGES UNDER THE 
ANTITRUST LAWS AND ESTABLISHING A UNIFORM STATUTE OF 
LIMITATIONS 





Aprit 18, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Fine, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. R. 4954] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4954) to amend the Clayton Act by granting a right of action 
to the United States to recover damages under the antitrust laws, 
establishing a uniform statute of limitations, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


GENERAL STATEMENT 


Section 1 of the bill amends the Clayton Act by adding two new 
sections designated as section 4A and section 4B. 

The proposed section 4A provides that the United States, whenever 
it is injured in its proprietary capacity by virtue of violations of the 
antitrust laws, may institute an action to recover actual—as distin- 

ished from adhkednnitian incurred thereby. The existing case 
aw holds that the United States is not a person to sue under the 
statute. 

Section 4B provides that private treble damage actions for violations 
of the antitrust laws as now provided in section 4 of the Clayton Act, 
as well as actual damage suits by the United States, shall be governed 
by a uniform Federal statute of limitations of 4 years. Heretofore, 
such actions have been controlled by State law on the subject, leading 
to widespread variations from jurisdiction to jurisdiction as to the 
time within which an injured party may institute such a suit, as well as 
considerable confusion in ascertaining the applicable State law. 
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Section 2 of the bill amends section 5 of the Clayton Act by providing 
that the statute of limitations with respect to private antitrust actions 
shall be tolled for an additional year after the termination of a Govern- 
ment antitrust proceeding in order to permit the parties to take full 
advantage of a final Government decree as prima facie evidence of 
their case and to have sufficient time in which to file suit. 

It further provides that while the period in which to bring a private 
treble damage action shall in no case be less than 4 years, neverthe- 
less, in instances where a private suit is tolled because of the pendency 
of a Government proceeding, private treble damage actions must be 
instituted within 1 year after the termination of the Government’s 
case if, at the end of such period, 4 years or more shall have elapsed 
since the cause of action accrued. This requirement is designed to 
prevent interminable delay and congestion of court calendars, as 
well as encouraging the prompt adjudication of private treble damage 
suits. 

Section 3 of the bill repeals section 7 of the Sherman Act inasmuch 
as that section has long been superseded by section 4 of the Clayton 
Act. The two sections are virtually identical except that the latter 
provision authorizes private treble damage suits for violation of the 
antitrust laws as defined by section 1 of the Clayton Act, whereas 
the former statute authorizes such suits only for violations. of the 
Sherman Act itself. At the present time, section 7 of the Sherman 
Act no longer appears in the United States Code and in prior compila- 
tions of Federal laws was considered as having been replaced by sec- 
tion 4 of the Clayton Act. Since the language in the proposed bill 
is broad enough, referring as it does to injuries ‘‘by reason of anything 
forbidden in the antitrust laws,’’ to make section 7 of the Sherman 
Act unnecessary, it is deemed advisable explicitly to repeal section 
7 of the Sherman Act. 

Section 4 of the bill provides that the effective date of the measure 
shall be 6 months after its enactment. This provision will give a 
half-year period of grace within which treble damage actions may be 
brought by persons whose causes of action have accrued for more than 
4 years, and who wish to bring suit in those States having applicable 
statutes of limitations greater than the 4-year period provided for 
herein. Thus, where the State statute of limitations is longer than 
the new Federal statute, 6 months is provided from the date of 
enactment of this measure for those whose rights may be cut off by 
the new limitation to bring their cases to court. 


I. PERMITTING THE GOVERNMENT TO SUE FOR DAMAGES 


Enforcement of the antitrust laws has been traditionally entrusted 
both to Government authorities and private parties. Under the 
Sherman Act, for example, the Government itself may institute 
criminal proceedings to punish violations of the act and bring civil 
suits to prevent and restrain further transgressions of the law. Private 
persons, on the other hand, are permitted to sue for threefold the 
damages suffered as a consequence of practices outlawed by the 
statute. 

This dichotomy in remedies between those accorded the Govern- 
ment and those afforded private parties under the antitrust laws has 
left an area in which existing remedial measures are inadequate to 
alleviate injuries resulting from practices outlawed by these acts. 
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Suppose, for example, that the United States Government should, 
over a period of time, be met with identical and unjustifiably high 
bids on a number of substantial items required in its procurement 
rogram and that such bids resulted from selbaiee among its suppliers. 
hile the Government could enjoin the perpetration of this conspiracy 
in the future—and even punish those guilty of scheming to eliminate 
competition for Government business by a criminal proceeding—the 
injury to the coffers of the Treasury resulting from violations of the 
law would still remain unrecompensed. 

It would seem logical that, in such a situation, the United States 
might bring a suit under section 7 of the Sherman Act authorizing 
“any person” harmed in his business to bring a treble damage action 
to absolve his injuries. Municipalities, under this section of the law, 
have long been permitted to sue for treble damages in the courts.! 
And the principle that a governmental body may be considered a 
“person” within the meaning of the law has been extended in recent 
years to apply as well to the several States.2, But in the case of United 
States v. Cooper Corp. “the important question whether the United 
States may maintain an action for treble damages under section 7 of 
the Sherman Act” was categorically answered by the Supreme Court 
in the negative. 

The facts in the Cooper case merit discussion as illustrative of the 
type of situation in which, under the law as it now stands, the United 
States Government is powerless to seek restitution for losses sustained 
as : result of unlawful acts committed by those with whom it must 
deal. 

For the half-year ending March 31, 1937, 18 companies submitted 
to the Procurement Division of the Treasury Department bids iden- 
tical to the penny on 82 different sizes of tires and tubes. The same 
thing occurred in the next half-year period, but with substantially 
higher prices than for the preceding period. When identical bids were 
again submitted for the third half-year period (October 1, 1937, to 
March 31, 1938), the Procurement Division, upon the advice of the 
Attorney General, rejected the bids and invited new ones. The new 
bids were identical to those rejected. Determining that a public 
exigency existed, the Treasury Department negotiated a contract 
with Sears, Roebuck & Co. In its next invitation to submit bids, the 
Government required bidders to warrant that the prices bid were not 
the result of agreement among bidders, with the result that the bids 
submitted were substantially lower than the previous collusive bids. 
By comparing these bids with the earlier noncompetitive bids, it was 
ascertained that the United States had been injured to the extent of 
$351,158.21 in the three 6-month periods during which it had been 
unable to buy on a competitive market. A triple-damage action was 
instituted, but was dismissed for the reason already stated. 

H. R. 4954 would grant to the United States the right to sue for 
actual damages suffered by reason of any conspiracies, collusive 
agreements, or other practices proclaimed illegal under the antitrust 
laws. The bill attempts to furnish the necessary statutory foundation 
which the Supreme Court in the Cooper case deemed essential to a 
recovery by the Government. The Court there declared that ‘The 


. Government must have statutory authorization before it can sue for 


1 Chattanooga Foundry & Pipe Works v. Ailanta, 209 U. S. 390 (1906). 
? Georgia v. Evans, 316 U.S, 159 (1942), 
#312 U. 8. 600 (1941). 
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treble damages under the Sherman Act.”* It should be noted, how- 
ever, that the bill would grant to the Government the right to recover 
only actual, as distinguished from treble, damages. The committee 
believes this modification wise in view of the disastrous impact of 
triple damages upon concerns doing a large proportion of their business 
with the Government. Likewise, unlike the situation with respect to 
private persons, there is no need to furnish the Government any 
special incentive to enforce the antitrust laws, a heavy responsibility 
with which it is already charged. : 

The committee feels that this remedial amendment to the existing 
statutes is important even in normal times when the large volume of 
Government procurement may often subject the United States to 
unjustified exactions. But in a period of mobilization when the 
Government is greatly accelerating its rate of procurement and 
spending vast sums for defense, the committee believes the enactment 
of this legislation to be imperative. 

The United States is by far the largest single purchaser of goods 
in this country. Its procurement bill amounts to billions of dollars 
annually. For the fiscal year 1947, for example, the Hoover task 
force report on the Federal Supply System found that total Govern- 
ment procurement exceeded $6 billion.’ During the 6-month period 
from July through December 1950, the total volume of contracts let 
by the military departments alone was approximately $6,741 million, 
reflecting the Sor, rise in Government procurement incurred by the 
emergency defense program. By January of 1951, the rate of procure- 
ment for defense needs already approximated $5 billion per month.‘ 

While by far the preponderant 2 hae of Government purchases are 
made either through direct negotiation or under competitive circum- 
stances, it would be unrealistic, in view of the dollar volume of Gov- 
ernment purchases, to assume that restrictive practices were altogether 
absent in Government transactions with private firms. According to 
TNEC Monograph 19, the dollar volume of purchases by the Gov- 
ernment in a 12-month period during 1937 and 1938 amounted to 
$913,401,724.91, of which $87,326,426, or approximately 9.6 percent, 
was spent in purchases involving identical bids. These figures do not 
necessarily indicate antitrust violations. On the other hand, they 
do not necessarily set an upper limit to the practice of submitting 
collusive and noncompetitive bids, since instances of collusion are not 
uncommon in which identity of amount is carefully avoided. In other 
words, members of an industry have been known to agree as to which 
one shall submit the lowest bid and at what figure. 

The American taxpayer is entitled to full value for his tax dollar. 
He should be protected against its going into the pockets of wrong- 
doers in the form of excessive prices and profits gained through viola- 
tion of the antitrust laws. If he were spending the money himself, he 
could sue for triple damages. Surely, he is entitled to protection from 
actual loss where the Government spends it for him. By permitting 
the United States Government to recover the provable damages re- 
sulting from unlawful practices engaged in by those with whom it does 
business, H. R. 4954 would afford those safeguards necessary to the 

4312 U. S, 600, 603 


+ Hearings on H. R. 7905, Committee on the Judiciary, 81st Cong., 2d sess. (1950), serial No. 14, pt. 5, p. 63. 
6 Hearings on H, R. 3408, Committee on the Judiciary, 82d Cong., Ist sess. (1951), serial No. 1, pt, 3, p.3 
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Public Treasury and at the same time severely deter those who would 
conspire in their dealings with Federal departments. 

The provision granting the Government the right to sue for damages 
was recommended by the Department of Justice as recently as Jan- 
uary 20, 1955. On that date, the Attorney General of the United 
States addressed a letter to the Speaker of the House of Represent- 
atives approving such legislation. 

That letter was as follows: 


JANUARY 20, 1955. 
The SPEAKER, 


House of Representatives, Washington, D. C. 


Dear Mr. Speaker: The Department of Justice recommends amendment of 
the Clayton Act so as to grant to the United States a right of action to recover 
actual damages for violations of the antitrust laws. A draft of a bill designed to 
carry this recommendation into effect is enclosed for your consideration and 
appropriate action. 

Section 4 of the Clayton Act (15 U. 8. C. 15) provides that any person injured 
in his business or property by reason of anything forbidden in the antitrust laws 
may sue therefor in the United States district courts and if he prevails shall 
recover an amount equal to three times the damages which were sustained by him. 

In the case of United States v. Cooper Corp. (312 U.S. 600 (1941)), the United 
States Supreme Court held that the United States is not a “person” within the 
meaning of the statute or within the meaning of section 7 of the Sherman Act, 
which also authorizes treble-damage recovery for antitrust violations. The 
legislation here recommended would grant to the United States the right to recover 
actual damages sustained by it as a result of violations of the antitrust laws. 

The United States is the largest single purchaser of goods in this country and 
may suffer substantial losses from antitrust violations. As shown in the Cooper 
case, the Government sustained extensive damages as the result of certain bids 
submitted on motor vehicle tires and tubes. For the half year ending March 31, 
1937, 18 companies submitted identical bids on 82 different sizes of tires and tubes. 
This identical bidding was repeated in the next half year, but with substantially 
higher prices than for the preceding period. When bids were submitted for the 
third half year period the Procurement Division of the Treasury Department, 
upon the advice of the Attorney General, rejected the bids and invited new ones. 
The new bids were the same as those rejected. Inthe circumstances the Treasury 
Department negotiated a contract with another supplier for its full requirements. 

n its next invitation to submit bids the Government required the bidders to 
warrant that the prices bid were not the result of an agreement among them. 
Lower bids followed. A comparison of these bids with the earlier bids showed 
that the United States had been injured to the extent of $351,158.21 during the 
18-month period involved. A treble-damage action against the offending com- 
panies was instituted by the Government but was dismissed on the ground that 
the United States is not a “person’”’ within the treble-damage provision of the 
statute. 

The legislation recommended does not propose to authorize recovery by the 
Government of treble damages. The provision for the recovery of such damages 
by private litigants was enacted as an aid in the enforcement of the antitrust 
laws, constituting, as it does, a powerful additional deterrent to would-be 
violators. The Government, however, having primary responsibility for the 
enforcement of the antitrust laws, does not need a provision for the recovery of 
treble damages to stimulate its law-enforcement activities. Nevertheless, the 
taxpayers would seem to be entitled to recovery of actual losses sustained by the 
Government as the result of antitrust violations. Remaining provisions of the 
bill are technical amendments rendered necessary by the primary objective of the 
measure, 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this recommendation. 

Sincerely, 
HERBERT BROWNELL, Jr., Attorney General. 


74008°—57 H. Rept., 84-1, vol. 2——82 
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II. UNIFORM 4-YEAR STATUTE OF LIMITATIONS 


As previously indicated, the antitrust laws grant to private parties 
the right to bring a suit for treble damages to avenge injuries suffered 
through violations thereof. While this is a federally accorded right 
of action, at the present time private treble-damage cases are governed 
by State statutes of limitation.’ 

Under this ruling a number of anomalous situations may arise. A 
plaintiff located in State A who is injured by a conspiracy may find 
himself barred by the local statute of repose, whereas an injured party 
in State B, wronged by the very same collusive action, may still have 
a valid cause of action. While this may be unjust insofar as plaintiffs 
are concerned, defendants fare little better under the rule. Where 
conspiracies occur on a nationwide level and it is determined that the 
limitation law of the place of injury governs the case, a plaintiff in- 
jured in several jurisdictions is permitted to select as his forum the 
State with the most favorable statute. In such cases, the defendant 
remains in constant jeopardy until the longest period of limitations 
has transpired. Also adding to the confusion is the frequently present 
problem of a conflict of laws in determining which State statute is 
controlling, the law of the forum or that of the situs of the injury. 

Even when the State whose statute of limitations is applicable has 
finally been ascertained, there remains still another hurdle to be over- 
come, namely the selection of the appropriate law of the State that 
governs private triple damage proceedings. The problem is compli- 
cated in many instances by virtue of the fact that statutes of limitation 
must frequently be chosen from those pertaining to the ancient com- 
mon law forms of action such as trespass to persons and property, 
damage to property, and actions in the nature.of actions on the case. 
In those instances where the State law has established a special statute 
of limitations for actions upon a liability created by statute, the selec- 
tion of the proper limitation period may be immeasurably easier. 
Even here, however, confusion as to the correct limitation period 
abounds. 

In Northern Kentucky Tel. Co. v. Southern Bell T. & T. Co.,5 a private 
suit for triple damages filed in the State of Kentucky which had a 
5-year statute of limitations applicable to “an action upon a liability 
created by statute * * *,” the court held that the 1-year statute of 
limitations governing actions for conspiracy was to be preferred to 
the 5-year period for statutory liability. In Reid v. Doubleday & Co.,’ 
the problem was whether the applicable period was contained in the 
statute of limitations pertaining to actions to enforce ‘a liability 
created by statute other than a forfeiture or penalty” or that prescribed 
for actions “upon a statute for a penalty of forfeiture.” In this 
instance, it was held that the 6-year period governing proceedings of 
the former type rather than the 1-year period for actions of the latter 
was applicable. 

It can therefore be seen that not only are the provisions of State 
law establishing time limitations upon actions to recover a statutory 
liability inconclusive insofar as ascertaining the correct period in 
which to bring suit is concerned, but they frequently create the 

1 Chattanooga Foundry & Pipe Works vy. Atlanta, 203 U. 8. 390 (1906). 


873 F, 2d 333 (C. C. A. 6, 1934). 
*109 F. Supp. 354 (N. D. Ohio, 1952). 
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additional problem of determining whether the statutory liability 

imposed under the antitrust laws is in the nature of a penalty or 

forfeiture, or otherwise. 

Thus, in Momand v. Universal Film Exchange," it was held that the 
3-year statute of limitations for “an action upon a liability created by 
statute other than a forfeiture or penalty” governed a private triple 
damage suit, and in Christensen v. Paramount Pictures," the court de- 
clared the 2-year statute relating to ‘an action upon a statute for a 
penalty or forfeiture” inapplicable to a similar proceeding. However, 
in Harvey v. Booth Fisheries Co. of Delaware," the statute of limitations 

overning “an action upon a statute for a penalty or forfeiture” was 

eld determinative, and in Hoskins Coal & Dock Corp. v. Truax Traer 

Coal Co." and Schiffman Bros. v. Texas Co.,“ two other treble damage 

proceedings, the 2-year statute for “a statutory penalty” was likewise 

held controlling. 

It is one of the primary purposes of this bill to put an end to the 
confusion and discrimination present under existing law where local 
statutes of limitations are made applicable to rights granted under our 
Federal laws. This will be accomplished by establishing a uniform 
statute of limitations applicable to all private treble damage actions— 
and Government damage actions as well—of 4 years. 

In determining the appropriate length of time to be included in a 
Federal statute of limitations, the committee was naturally influenced 
by the prevailing periods of limitation contained in the laws of the 
several States. While these range from a minimum of 1 year to a 
maximum of 20 years, the preponderant number of State statutes vary 
between 3 and 6 years, with, so far as can be ascertained, 13 States 
having a 3-year limitation, 4 States a 4-year limitation, 3 States a 5- 
year limitation, and 16 States a 6-year limitation, as listed below: 
Tree years: Arkansas, California, Connecticut, Delaware, Florida, Idaho, 

Kansas, Maryland, Michigan, Nevada, North Carolina, Oklahoma, Washington 
Four years: Nebraska, New Mexico, Rhode Island, Utah. 

FivE YEARS: Iowa, Missouri, Virginia. 

Srx_years: Alabama, Colorado, Indiana, Maine, Mississippi, New Hampshire, 
New Jersey, New York, North Dakota, Ohio, Oregon, Pennsylvania, South 
Carolina, South Dakota, Vermont, Wisconsin. 

The average limitation for all 48 States is about 4.85 years. But 
it can be seen that a large number of the heavily industrialized States, 
where it is to be assumed the principal number of actions might 
accrue, haveslimitation periods of 6 years. Considering all of these 
factors, the committee has concluded that 4 years is a fair and equi- 
table period of time to govern private treble damage actions brought 
under the antitrust laws. It should be noted, however, that under 
express provisions contained in the bill, the new limitation period of 
4 years would operate prospectively with respect to cases already 
barred by existing State statutes of limitations as of the effective 
date of the bill’s enactment. Thus the 4-year period would have 
no applicability whatsoever to cases in States with limitation periods 
of less than 4 years where the existing limitation period had already 
expired upon the effective date of the proposed law. 

Regarding actions in those States possessing a statute of limitations 
longer than the 4-year period herein proscribed, a 6-month period is 


43 F, Supp. 996 (D, C. Mass., 1942), 
pa Supp. 446 (D. C. Utah, 1959), 


ed. 782 (W. D. Wash., 1915). 
3191 F, 2d 912 S: A.7, 1900, 
4196 F. 2d 605 (O. A. 7, 1952). 
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afforded by section 4 of the bill before the provisions of the new 
legislation become effective, thus allowing those with valid causes of 
action presently existent to bring their cases into court. Inasmuch 
as the majority of such actions would in all probability lie in States 
with a 6-year limitation period, the 6-month period of grace should 
amply safeguard the rights of those whose causes of action have already 
accrued in these jurisdictions. 


III. TOLLING THE STATUTE OF LIMITATIONS 


This bill makes several important changes in the tolling provisions 
of existing law. As presently written, section 5 of the Clayton Act 
tolls the statute of limitations with respect to private treble damage 
suits during the pendency of a suit by the United States to punish or 
restrain violations of the antitrust laws. This period of tolling is 
continued by the present bill with several modifications. 

There are many instances where the statute of limitations as to a 
private cause of action may nearly have expired before suit is insti- 
tuted by the Government under the antitrust laws. Although the 
statute is tolled during the pendency of the proceedings brought by 
the United States, the plaintiff in a treble damage action may find 
himself hard pressed to reap the benefits of the Covansnent suit if, 
upon its conclusion, he has but a short time remaining to study the 
Government’s case, estimate his own damages, assess the strength and 
validity of his suit, and prepare and file his complaint. To alleviate 
such difficulties, the present bill would extend the tolling period not 
only for the duration of the Government’s antitrust suit, but for 1 
year thereafter. This would guarantee all plaintiffs an adequate 
period in which to take advantage of Government antitrust pro- 
ceedings. 

While the committee believes it important to safeguard the rights 
of plaintiffs by tolling the statute during the pendency of Government 
antitrust actions, it recognizes that in many instances the long dura- 
tion of such proceedings taken in conjunction with a lengthy statute 
of limitations may tend to prolong stale claims, unduly impair efli- 
cient business operations, and overburden the calendars of courts. 
It believes the provisions of this bill will tend to shorten the period 
over which private triple damage cases will extend by requiring that 
the plaintiff bring his suit within 4 years after it accrued or within 
1 year after the Government’s case has been concluded. 

How antitrust proceedings may linger for indefinite periods in the 
courts may well be illustrated by a few examples taken from recent 
suits: 

In the Aluminum Co. case, the United States first filed its com- 
plaint on April 23, 1937. The trial began on June 1, 1938, and con- 
tinued through August 14, 1940. An oral opinion was rendered by 
the judge of the district court on October 10, 1941 (44 F. Supp. 97). 
The case was appealed and a decision by the circuit court of appeals 
was filed on March 12, 1945 (148 F. 2d 416). Not until June 2, 1950, 
however, was the ultimate relief to which the Government was 
entitled determined by the court (91 F. Supp. 333). A final decree 
was entered on January 16, 1951, almost 14 years after the case 
began, although the court retained jurisdiction for an additional 5- 
year period in which further relief could be granted should such prove 
necessary. Certainly, to grant a plaintiff an additional 4 years to 
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bring a private treble damage proceeding in the instance cited above 
would mean the unnecessary prolongation of litigation which by all 
standards should be disposed of within a reasonable length of time. 

In the private treble damage action of Christensen v. Paramount 
Pictures," the court held that the period of limitations had been tolled 
with respect to the action in question for a period of 12 years by virtue 
of the wartime tolling statute and the pendency of a Government 
antitrust suit. The extent to which the litigation in this case was 
extended by virtue of various tolling provisions of Federal law is dis- 
closed by the following table, indicating the inadvisability of prolong- 
ing the limitation period in such instances. 


History of litigation in Christensen v. Paramount Pictures 





Date Action taken 





July 30,1938 | U. S. v. Paramount was filed, including all the named defendants except Intermountain. 

Nov. 20,1940 | Consent decree entered against Paramount, Loew’s, RKO, Twentieth Century-Fox 
Warner Bros., and their subsidiaries. As to defendants United Artists, Columbia, and 

Universal, no consent decree was entered and no change in status was effected. 

Oct. 10,1942 | Wartime tolling statute enacted. 

. 7,1944 | Government moved for trial against all the defendants. 

June 30,1946 | Wartime tolling statute expired. 

Nov. 8,1948 | RKO consent decree and action terminated. 

Mar. 3,1949 | Paramount consent decree and action terminated. 

Feb. 8,1950 | Expediting court rendered final decree. 

Apr. 8, 1950 — ee expired for United Artists, Columbia, Universal, Warner Bros. Pictures Dis- 

tributing Corp. 

June 65,1950 | Lower come judgment affirmed on appeal by Loew’s, Warner Bros., and Twentieth Cen- 
tury-Fox only. 

June 14,1950 | Complaint in case at bar filed. 

June 29,1950 | Petition for rehearing denied. 

July 8,1950 | Mandate of U. 8. Supreme Court filed. 

Oct. 16,1950 | Second petition for rehearing by defendants Loew’s, Warner Bros., and Twentieth Cen- 

tury-Fox denied. 








Source: 95 F. Supp. 


While the committee considers it highly desirable to toll the statute 
of limitations during a Government antitrust action and to grant 
plaintiffs a reasonable time thereafter in which to bring suit, it does 
not believe that the undue prolongation of proceedings of this type is 
conducive to effective and efficient enforcement of the antitrust laws. 
The present bill would assure all plaintiffs of at least 4 years from the 
time their cause of action accrued in which to institute suit. It 
would also guarantee every plaintiff at least a year from the close of a 
Government antitrust suit to prepare his case and file his complaint. 
But in cases where the plaintiff’s action had been suspended by the 
pendency of a Government antitrust proceeding, he would be required 
to bring his action either (a) within the suspension period, i. e., within 
1 year after the Government suit had terminated, or (b) within 4 
years after his cause of action accrued. 

The report of the Attorney General’s National Committee to Study 
the Antitrust Laws, dated March 31, 1955, makes specific reference 
to the subject matter contained in the bill H. R. 4954. On page 385 
of that report, the proposal is made to broaden the phrase of section 4 
of the Clayton Act—“‘any person, who shall be injured in his business 
or property’ —to include the United States. 

he report on pages 380, 381, 382, 383, 384, and 385 relate to the 
problem of establishing a Federal statute of limitations. That report 
recommended establishing a 4-year statute of limitations. 


495 F. Supp. 446 (D, C. Utah, 1950). 
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The Committee on the Judiciary recommends that the bill H. R. 
4954 do pass. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italics: 

Tue Act or Ocroser 15, 1940 (38 Strat. 739) 


* * * * * * x 


Sec. 4A. Whenever the United States is hereafter injured in its business or property 
by reason of anything forbidden in the antitrust laws it may sue therefor in the United 
States district court for the district in which the defendant resides or is found or has 
an agent, without respect to the amount in controversy, and shall recover actual 
damages by it sustained and the cost of suit. 

Sec. 4B. Any action to enforce any cause of action under sections 4 or 4A shall 
be forever barred unless commenced within four years after the cause of action accrued. 
No cause of action barred under existing law on the effective date of this Act shall be 
revived by this Act. 

Sec. 5. [That a] (a) A final judgment or decree heretofore or hereafter rendered 
in any [criminal prosecution or in any suit or proceeding in equity ] civil or criminal 
proceeding brought by or on behalf of the United States under the antitrust laws 
to the effect that a defendant has violated said laws shall be prima facie evidence 
against such defendant in any [suit] action or proceeding brought by any other 
party against such defendant under said laws or by the United States under section 
4A, as to all matters respecting which said judgment or decree would be an estoppel 
as between the parties thereto: Provided, [This] That this section shall not apply 
to consent judgments or decrees entered before any testimony has been taken or to 
judgments or decrees entered in actions under section 4A. [[: Provided further, This 
section shall not apply to consent judgments or decrees rendered in criminal pro- 
ceedings or suits in equity, now pending, in which the taking of testimony has been 
commenced but has not been concluded, provided such judgments or decrees are 
rendered before any further testimony is taken.] 

(b) Whenever any [suit or civil or criminal proceeding [in equity or criminal 
prosecution) is instituted by the United States yeh petro restrain, or punish 
violations of any of the antitrust laws, but not including an action under 4A, the 
running of the statute of limitations in respect of [each and) every private right 
of action arising under said laws and based in whole or in part on any matter com- 
plained of in said [suit or] proceeding shall be suspended during the pendency 
thereof [.] and for one year thereafter: Provided, however, That whenever the running 
of the statute of limitations in respect of a cause of action arising under section 4 i8 
suspended hereunder, any action to enforce such cause of action shall be forever barred 
unless commenced either within the period of suspension or within four years after 
the cause of action accrued. 

* . * * * * * 


Tue Act or Jury 2, 1890 (26 Srart. 210) 
7 » * * me *x + 
(Sec. 7. Any person who shall be injured in his business or property by any 
other person or corporation by reason of anything forbidden or declared to be 
unlawful by this act, may sue therefor in any circuit court of the United States 
in the district in which the defendant resides or is found, without respect to the 
amount in controversy, and shall recover three fold the damages by him sustained, 
and the costs of suit, including a reasonable attorney’s fee. } 
* -_ * * ” s e 
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84TH CONGRESS HOUSE OF REPRESENTATIVES | Report 


1st Session No. 423 








CONSIDERATION OF H. R. 4644 





Aprit 19, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Situ of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 211] 


The Committee on Rules, having had under consideration House 


Resolution 211, report the same to the House with the recommenda- 
tion that the resolution do pass. 


2) 
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84rH CONGRESS t HOUSE OF REPRESENTATIVES | REportT 


1st Session No. 424 











PRINCIPAL OFFICE BUILDING FOR ATOMIC ENERGY 
COMMISSION 





Aprit 19, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Duruam, from the Joint Committee on Atomic Energy, 
submitted the following 


REPORT 


[To accompany H. R. 5645] 


The Joint Committee on Atomic Energy, having considered H. R. 
5645, an original committee bill, to authorize the Atomic Energy Com- 
mission to construct a modern office building, in or near the District 
of Columbia, to serve as its principal office, do unanimously report 
favorably thereon and recommend the bill do pass. 


BACKGROUND 


The bill would authorize the construction of an office building to serve 
as the principal office of the Atomic Energy Commission at a total 
cost of not to exceed $10 million and woe authorize to be appro- 
priated such sums, if any, as may be necessary. The building would 
be located in or near the District of Columbia at a place to be deter- 
mined by the Atomic Energy Commission and at a lecation that would 
meet reasonable dispersal requirements. 

When the Atomic Energy Commission was organized in 1947 it was 
assigned the Public Health Building located at 19th and Constitution 
Avenue, NW., Washington, D. C. At the time, this building was 
ideally suited to the Commission’s requirements, having been used 
during the war by a sensitive military agency, and having space ample 
to house the Commission staff which then totaled about 300 people. 
Since that time, the AEC’s program has gone through several major 
expansions, and is now in the process of completing its largest expan- 
sion program for weapons production. Under the Atomic Energy 
Act of 1954 the AEC has been assigned the additional duty of regulat- 
ing the civilian atomic energy industry. It is now required to provide 
office space in Washington for some 1,200 people. In another 2 years 
it is estimated this figure will be 1,300. 


55006 
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2 PRINCIPAL OFFICE BUILDING FOR ATOMIC ENERGY COMMISSION 


The Commission now occupies 4 buildings: the former Public Health 
Building, which houses about one-third of its personnel in a satis- 
factory manner, 2 temporary buildings, Tempo 3 and Tempo 5, about 
4 blocks from the Public Health Building, and a warehouse at 501 
26th Street NW., in Georgetown. 

The temporary office space which houses two-thirds of the Com- 
mission’s staff is not well suited to the requirements of an agency like 
the Commission. The fact that the Commission is spread through 4 
buildings has, in the opinion of the Joint Committee, two very serious 
objections. First and foremost, it is undesirable from a security stand- 
point. In order to transact Commission business classified documents 
must be moved in large volume among three of the buildings. This 
greatly increases the risk of compromise of documents. Secondly, the 
temporary buildings are not well laid out from a security standpoint. 
Not only is some security risk inevitable in the present setup, but the 
cost of the guard force is considerably increased since 4 separate 
buildings must be guarded, whereas if the force were all in 1 building, 
public access to the building could be controlled through 1 entrance 
and a better guard force maintained with far less personnel. 

The AEC by its very nature is a large industrial enterprise. In 
fact it is one of the major industrial giants in the United States today. 
It has a heavy load of administrative responsibility in managing this 
enterprise and requires a large staff of highly skilled technical people. 
With operations spread through several buildings there is a great deal 
of time lost by key people in moving between these buildings for 
necessary meetings and conferences. It is difficult to put a dollar 
value on the cost of the resultant reduced operating efficiency, but 
it is the considered opinion of the Joint Committee that the country 
would be well advised from a pure economy standpoint to provide the 
Commission with a single building designed for its specific require- 
ments which, as has been noted, are somewhat different from that of 
the average Government agency because of its security problem and 
second because of the industrial nature of many of its operations. 

The major products of the AEC, and the prime military reasons for 
its existence and its present large size, are atomic and hydrogen 
weapons. It is these very weapons which have required the country 
to attempt a dispersal policy with regard to its vital industries. It 
thus seems to the Joint Committee most appropriate that the AEC, 
which is the country’s expert on the effects of atomic weapons, should 
follow the dispersal recommendations for which its staff is largely 
responsible. 

As long as the Commission maintains its headquarters in the District 
of Columbia it is necessary that it also maintain an emergency head- 
quarters at a point which meets these dispersal criteria. By locating 
its offices at a point which meets the dispersal criteria the additional 
expense of an emergency headquarters in the Washington area can 
be dispensed with. 

The precise location of the building will be a decision of the execu- 
tive department based upon the technical facts developed by the 
Atomic Energy Commission and the Office of Defense Mobilization. 

The Joint Committee, having decided that a new principal office 
for the Commission was necessary and would lead to operating econ- 
omies, first considered the lease-purchase method of acquiring the 

building. The Joint Committee concluded, however, that in the case 
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of the Atomic Energy Commission this method was undesirable for 
the following reasons: 

First, the lease-purchase method of constructing public buildings 
was devised principally for the construction of courthouses and post- 
office buildings. The country faced the problem of rapidly construct- 
ing a large number of new post offices and courthouse buildings in 
order to make up for construction which was not performed during the 
war years. The lease-purchase method provides a system for having 
a large number of these buildings built in the near future while paying 
for them over a 25-year period. 

Second, these buildings would normally be built in the center of a 
city for one long-term tenant and the builder could be sure that 
the tenant would be in the building long after the Government took 
title to the building. In the case of the Atomic Energy Commission 
building, however, the structure would be located in a spot removed 
from the center of the city, in fact probably removed from the city 
itself. The contractor would always have to plan for the eventuality 
that the Government canceled the lease before the expiration of the 
25-year time. The rental payments would have to take this into 
consideration. 

And, third, the Atomic Energy Commission’s office building require- 
ments are somewhat different from that of the average general- 
purpose office building, partly because of its great volume of classified 
documents and special security requirements. 

It is, therefore, the considered opinion of the Joint Committee that 
it is in the interests of economy and sound administration for the 
Government to have the Atomic Energy Commission construct an 
office building for its own special use. The Joint Committee believes 
that the building will be less costly if it is built by the Commission 
than if built by a private individual under a lease-purchase agreement 
and that there will result long-term savings on interest and rental. 

The Joint Committee, therefore, recommends a direct authorization 
for the construction of an office building at a total cost of not to 
exceed $10 million for the use of the Atomic Energy Commission 
and its staff and that this building be erected in the vicinity of Wash- 
ington at a location which reasonably conforms to the Federal Gov- 
ernment’s dispersal criteria. The Atomic Energy Commission has 
expressed satisfaction with the Joint Committee’s recommendation 
and the Bureau of the Budget has approved the allocation of certain 
Commission funds to the project. 

It is the understanding of the Joint Committee that the Commission 
will make every prudent effort to hold down the cost of construction 
of this building and that its construction will not entail any special 
ornamentation or monumental construction. The Joint Committee 
plans to keep itself currently informed of developments should the 
Congress approve construction of this building. 


ANALYSIS 


By the provisions of this bill the Atomic Energy Commission would 
be permitted to build a new principal office building at a total cost not 
exceeding $10 million using funds presently available or otherwise 
made available to it. The Commission would be authorized to obtain 
a site, utilizing those procedures which are already available to it 
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4 PRINCIPAL OFFICE BUILDING FOR ATOMIC ENERGY COMMISSION 


under the provisions of the Atomic Energy Act of 1954. The site 
must be in or near the District of Columbia in accordance with section 
23 of the Atomic Energy Act of 1954. The Commission would be 
given the right to prepare, or have prepared, the plans and specifi- 
cations of the building and to provide for construction of the building 
notwithstanding any other provision of law. In specifying the addi- 
tional items which the Commission would be authorized to construct, 
it was meant to include such things as smal] adjacent service buildings, 
a garage if desired, approaches, guardhouses, etc. (The word “‘facili- 
ties’ is not used in this specification of additional items since through- 
out the Atomic Energy Act of 1954 the word “facility” has a special 
meaning covering both “production facilities’ and “utilization 
facilities.”’) 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill accom- 
panying this report are shown as follows (new matter is printed in 
italics) : 

A BILL Toauthorize the Atomic Energy Commission to construct a modern office building in or near th: 
District of Columbia to serve as its principal office 

Be it enacted by the Senate and House of Representatives of the United States 4 
America in Congress assembled, That the Atomic Energy Commission is authorized, 
with funds presently available or otherwise made available to it, to acquire (by purchase, 
condemnation, or otherwise, under the — provisions of chapters 14 and 15 of 
the Atomic Energy Act of 1954) a suitable site in or near the District of Columbia 
and, notwithstanding any other provision of law, to provide for the construction 
on such site, in accordance with plans and specifications prepared by or under the 
direction of the Commission, of a modern office building (including necessary related 
equipment, and auriliary structures, as well as vaults for the protection of Restricted 
Data) to serve as the principal office of the Commission at a total cost of not to exceed 
$10,000,000 and for that purpose there is authorized to be appropriated such sume 
as may be necessary. 
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AMENDMENT TO NATIONAL DEFENSE FACILITIES ACT 





Aprit 19, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H. R. 2107] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2107) to amend the National Defense Facilities Act of 1950 
aol seca for additional facilities necessary for the administration 
and training of units of the Reserve components of the Armed Forces 
of the United States, and for other purposes, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill, as amended, do pass. 

The amendment is as follows: 

Strike all after the enacting clause and substitute in lieu thereof 
the following: 


That section 3 of the National Defense Facilities Act of 1950 (64 Stat. 830) is 
amended by deleting “in an amount not to exceed $250,000,000 over a period of 
the next five fiscal years’ and by inserting in lieu thereof ‘in an amount not to 
exceed $500,000,000 over a period of the next eight fiscal years commencing with 
fiscal year 1951’’. 


PURPOSE OF THE BILL 


The bill, as amended, will continue the plan initiated under Public 
Law 783, 81st Congress, for a coordinated, long-range armory and 
other facility construction program for all civilian components of the 
Armed Forces. This plan contemplates the combined efforts of the 
Federal Government and the States, and will continue the concept of 
maximum joint utilization of these armories and other facilities by the 
various civilian component organizations. 


EXPLANATION OF THE AMENDMENT 


The bill as presented by the Department of Defense contemplated 
that the time and monetary limitations contained in the basic law, 
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Public Law 783, 81st Congress, would be removed in their entirety. 
That law provided, in part, in section 3 thereof, that the Secretary of 
Defense might establish armories and other facilities for 5 fiscal years 
and might have appropriated during that time not to exceed $250 
million. It was the view of the committee that it should not abrogate 
its responsibilities with respect to this program to the extent of pro- 
viding a permanent authority, both as to time and money. Rather, 
the committee felt, authority should be granted to the Secretary of 
Defense to continue this program for an additional period. The 
committee, therefore, amended the bill by extending the period of 
authority for an additional 3 years, and by authorizing the appropria- 
tion of an additional amount of $250 million. The committee is 
gratified by the manner in which this program has gone forward under 
the authority provided in Public Law 783, and is confident that even 
greater steps will be made in the future. The amendment, however, 
will provide the committee and the Congress with an opportunity to 
maintain appropriate surveillance over this most important program. 

The committee is most anxious that no impediments be placed in 
the progress of this construction program, and does not intend that 
the time and money limitations included in the amendment will cause 
the program to be slowed down. It feels, therefore, that if the 
Department’s plans prove to be sufficiently well formulated as to 
permit obligation of the funds authorized by the amendment in a 
shorter period than the 3 years, this should be done. 


BACKGROUND OF THE BASIC LAW 


World War II taught us that a most important part of our military 
strength lies in a large and well-trained Reserve, including the National 
Guard. 

Prior to the war, our Reserves were relatively small. In the various 
States the National Guard was geared into the requirements of the 
States concerned rather than into a pattern for mobilization require- 
ments in the event of total war. Since the war it has been a matter 
of almost constant discussion as to how large a Reserve should be 
maintained. 

Until the enactment of Public Law 783, 81st Congress, one of the 
most important limiting factors in developing the Reserve was the 
lack of proper armories and other facilities needed for training pur- 
poses. That law has gone a long way in correcting this deficiency, 
but there is still an even longer road to travel before the deficiency is 
met even to a substantial degree. Public Law 783 gave an impetus 
to the Reserve program which cannot be overestimated. Upon the 
enactment of that law the civilian Reserve components felt that they 
were no longer a forgotten group. It provided a spur and an en- 
couragement which has manifested itself in infinitely more interest 
in the Reserve program than had ever been experienced before. It 
was a good start, but only a start. 

Prior to Public Law 783, the Federal Government always paid for 
the construction of armories for its Reserves, but it had never contrib- 
uted to the construction of armories for the National Guard, on the 
basis that such construction was the responsibility of the States. 
Public Law 783 provided authority for the Secretary of Defense to 
continue the construction of facilities for Reserves other than National 
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Guard, and in addition made provision that the Secretary could con- 
tribute to any State the entire cost necessary to expand, rehabilitate 
or convert existing National Guard facilities so as to provide joint 
facilities which could then be used by the National Guard and other 
Reserve components. Section 3 (c) of that law provided that the 
Secretary could contribute to any State a portion of the funds for con- 
struction or expansion of armories where the need for such had been 
brought about by the expansion of the National Guard or the Air 
National Guard of the United States in order to meet Federal require- 
ments. Such contributions are limited to 75 percent of the total cost, 
the States to provide the land necessary in addition to their 25 percent 
contribution. 

The law also took notice of the fact that following World War II 
there was no coordination in the locating of the various units of the 
many Reserve components. This lack of coordination resulted in 
many small communities having more units located within their 
boundaries than could be supported by the available manpower in that 
area. Under these circumstances none of the organizations could be 
maintained at its authorized strength. The law, therefore, made 
appropriate provision in this connection to the effect that no authori- 
zation granted by the law could be exercised in areas where the man- 
power of a community was not adequate to supply the men needed to 
maintain units in that area. Another important provision of that 
law was the requirement that joint utilization should be made of 
armories and other facilities to the fullest extent possible. This has 
resulted in the saving of many millions of dollars. 

Provision was also made in the law for consultation with the Armed 
Services Committees of the Senate and House of Representatives in 
order that the committees might be kept continuously advised with 
respect to operations under the law. 

The bill, as amended, will modify the basic law only by increasing 
the time and money limitations of 5 years and $250 million, respec- 
tively. All other provisions of the law, as partially enumerated above, 
will remain unchanged. 


PROGRESS OF PROGRAM TO DATE AND FUTURE REQUIREMENTS 


Army and National Guard 


Since 1951, the Army has had appropriated to it $104 million, of 
which $71 million represents contributions made, or to be made, to 
the States in connection with the establishment of National Guard 
armories, and $33 million represents facilities for the Army Reserve. 
These funds have not been wholly obligated as yet; however, the near 
future will see some 601 National Guard armories established or 
improved from these funds, together with 131 National Guard 
nonarmory projects. Also, these funds have, or will in the near 
future, be used for 109 Army Reserve training centers. 

The projected program for the Department of the Army, according 
to the testimony received by the committee, contemplates an addi- 
tional requirement of $340 million without the National Reserve plan, 
and $597 million with the National Reserve plan. This would make 
a total Army program of either $444 million or $701 million, depending 
upon whether the National Reserve plan is enacted into law. 
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Today there are 1,359 locations where Army Reserve training is 
carried on, or will be carried on in the near future. Of these, only 
355 are considered to be adequate. Since there is a total requirement 
of 2,570 locations, there still remains, assuming the inadequacies 
mentioned above, 2,215 locations which must be established or 
improved before this program will be completed. 

In the case of the National Guard, there are 2,755 locations which 
are, or will in the near future, be utilized. Of these, 1,517 will be 
adequate, and with the total need of 2,780, there remain 1,263 locations 
to be established or improved. It is obvious from the foregoing that 
there remains a great deal of construction or improvement before the 
Army Reserve and the National Guard will possess proper training 
facilities, even if one discounts the lack of adequacy of some of the 
existing locations. 

Navy (aviation, surface, Marine Corps) 

With the inauguration of the Navy Organized Reserve, in 1946, it 
was necessary to provide facilities without delay, in order that the 
then rapidly growing Reserve units could be trained. Many structures 
were procured by the erection of temporary war surplus quonset-type 
buildings. Also, many naval training centers were established in 
buildings leased or purchased from local governments and private 
owners. Air stations were provided by taking over and rehabilitating 
wartime airfields, and by leasing facilities at municipal airports. 
Today a large number of these facilities are in urgent need of replace- 
ment. Airfields have become obsolete, or at least extremely difficult 
of use, with the advent of jet aircraft. 

The Navy’s testimony indicated that Public Law 783 has proved 
invaluable in the implementation of needed replacement, improve- 
ment, and expansion programs. The Navy Department stated that 
under the law it had been able to initiate an orderly and timely pro- 
gram for the accomplishment of its long-range construction require- 
ments. However, like the other services, there still remains a great 
deal yet undone. 

In the aviation program, the Navy has today 28 Naval and Marine 
Corps Air Reserve training facilities. Twenty-one of these are naval 
air stations whose primary mission is training of Naval and Marine 
Corps Air Reserves. Seven are Naval Air Reserve training units 
located at naval air stations of the Regular Establishment. No new 
Naval Air Reserve stations have been constructed; the existing sta- 
tions were either Government-owned World War II air stations which 
were turned over to Naval Air Reserve after the war, or are civilian 
airport facilities under lease. 

Forty-five million dollars has been provided the Navy under the 
authority of Public Law 783. With the $45 million, the Navy has 
constructed or improved 81 installations. The facilities constructed 
or improved cover the whole range of Naval and Marine Corps 
Reserve training facilities, and include improvement of Naval Reserve 
air stations, construction or replacement of Naval Reserve training 
centers, additions and expansions to Naval Reserve training centers 
that already existed, and construction of electronics facilities. 

In order to provide adequate training facilities for the Naval Air 
Reserve, the committee was informed that there was a requirement for 
the establishment of 3 additional new air stations, the replacement or 
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relocation of 5 existing air stations and 1 Naval Air Reserve training 
unit, and improvements to 16 existing air stations. Some of this 
work has been started and some has been completed. In fiscal years 
1954 and 1955, under Public Law 783, $30 million was appropriated 
to the Naval Reserve aviation program. $18 million of this is being 
used for the construction of the joint Navy-Air Force project at Alvin- 
Callender, La. 

Funds being requested for fiscal year 1956 are planned for utiliza- 
tion for the construction of 2 replacement air facilities, improvements 
at 8 existing air stations, and the Navy’s final increment for Alvin- 
Callender. 

For the surface program, beginning in fiscal year 1954, under the 
authority of Public Law 783, $8 million was received which was used 
to replace 12 training centers, 3 electronics facilities, and improve- 
ments at 8 training centers. Funds being requested for fiscal year 
1956. for the surface program contemplate the replacement of 3 more 
training centers, 8 electronics facilities, and 3 other improvement 
projects. Ultimate plans call for 332 training centers in the surface 
program, of which 316 exist today. 

The Marine Corps Reserve ground units are housed and trained in 
233 training centers. One hundred and fifty-nine of these have been 
provided by building extensions and additions to 158 Naval Reserve 
and 1 Army Reserve training centers. Since fiscal vear 1954, under 
the authority of Public Law 783, $7 million has been appropriated for 
the replacement of 54 inadequate facilities. For the most part, these 
replacements consisted of expansions of existing Naval Reserve train- 
ing centers to provide the space for the Marine Corps Reserve. 
Future plans contemplate 39 additional replacement projects. Funds 
requested for fiscal year 1956, for the Marine Corps portion of this 
program, include funds for the accomplishment of 15 outstanding 
project requirements. Eleven of these are expansions to existing 
Naval Reserve training installations and will provide space for the 
Marine Corps Reserve. 

Air Force 


The Air Force has received slightly over $86 million under Public 
Law 783. This has been expended almost exclusively for the Air 
National Guard. For the Air National Guard, funds have been ex- 
pended on some 118 flying installations, of which 13 constitute new 
locations in the sense that they had not been previously used in this 
fashion. Only 1 of the 13 installations is new in the true sense, and 
that is Alvin-Callender Field, which is being constructed jointly with 
the Navy and which is mentioned above. Also, these funds were 
utilized for the construction or improvement of 20 nonflying activities. 
These are known generically as operation and training facilities, and 
include locations where aviation engineer units, aircraft control and 
warning units, communications squadrons, radio relay squadrons, and 
other similar groups are trained. The average expenditure of each 
of the flying activities was approximately $1.7 million, while the total 
expenditure on the 20 nonflying activities was approximately $3 
million. 

In fiscal year 1956, it is proposed that there will be expended for 
the Air National Guard about $16 million, with some $13.5 million 
being expended on 7 flying projects and $2.5 million on 5 nonflying 
activities. 
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Twenty-five million dollars is planned for expenditure for 18 
Reserve flying installations, and about $6.5 million on 25 nonflying 
activities. 

For the future, that is, fiscal years 1957 through 1960, some $189 
million will be expended for Air Reserve facilities, and approximately 
$50 million for Air National Guard facilities. 


IMPORTANCE OF ADEQUATE FACILITIES TO THE RESERVE PROGRAM 


While it is the hope of the committee that the National Reserve 
plan will receive favorable consideration by the Congress, it is of the 
utmost importance to emphasize that the program contemplated by 
H. R. 2107 is absolutely essential without consideration for that plan. 
The plan merely will impose upon the facilities construction program 
a larger, but no different, need. 

Trained Reserve units and individuals which can be readily 
mobilized and integrated into the active military forces are funda- 
mental to our national defense system. Facilities which have 
deteriorated, which provide a depressing environment, those ill- 
adapted to Reserve forces training functions, or which are otherwise 
inadequate, cannot aid in stimulating or maintaining an effective and 
attractive Reserve training program. 

Testimony given the committee indicates that the leasing of 
privately owned facilities is unsatisfactory and should be considered 
a temporary expedient only. The services have used leased facilities 
where participating strengths were low and where construction funds 
were not available. Most of the leased training centers consist of 
space in the rear of a store, a vacant warehouse or garage, rented floor 
space above a local business enterprise, or in a public utility or com- 
munity building. This type of space severely limits the amount and 
type of military equipment that can be used and stored and limits 
instruction to classroom lectures and training films. Vitally necessary 
demonstrations and practical work cannot be given. If there is to 
be in being a trained, ready-to-go Reserve, we must have facilities 
where we can conduct a vigorous, practical, and realistic training 
program. 

If community acceptance is to be expected, facilities must have the 
appearance and quality comparable to that a citizen expects in his 
public schools. Reserve forces structures, and the programs con- 
ducted therein, must obtain and keep the respect and interest of the 
local community, and must serve as a proud reminder to the com- 
munity of the local citizen’s responsibility to be ever ready to defend 
his Nation. 

JOINT UTILIZATION 


The basic law requires, and this amendment will continue the con- 
cept of joint utilization of facilities to the maximum extent possible. 


SUMMARY OF TOTAL PROGRAM 


Briefly stated, the program as testified to by representatives of the 
Secretary of Defense, and representatives of each of the military 
departments, contemplates a total program for all services of $1,336 
million of which $306 million has already been appropriated. This 
would leave a total future requirement of $1,030 million, with the 
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National Reserve plan. Without the National Reserve plan, the total 
future program would be approximately $1,063 million, and, again, of 
this amount, $306 million has already been appropriated. As the 
program is visualized today, then, the difference in the total program 
between the facilities needed with and without the National Reserve 
plan is $273 million. Of that portion of the program for which appro- 
priations have already been made, it should be understood that $71 
million has been made available from sources other than Public Law 
783. 

It should also be understood that none of the figures includes an 
estimated $500 million capital investment by the various States prior 
to Public Law 783, nor State funds for the $297 million National 
Guard total facility requirement. When considered as a whole, it 
includes funds authorized by Public Law 783, funds prior to Public 
Law 783 directly from appropriation acts, and funds authorized by 
military public works programs, in addition, of course, to the State 
investments and contributions mentioned above. 


COLLATERAL CONSIDERATIONS 


Testimony was received during the hearing which indicated that 
there might be some conflict between the interests and responsibilities 
of the Civil Aeronautics Administration and the Department of the 
Air Force with respect to the use of municipal airports for Reserve 
training. It was the committee’s conclusion, after hearing the testi- 
mony of the Administrator of the Civil Aeronautics Administration, 
that the difficulties encountered were minor and could, it would appear, 
in all cases be easily settled through administrative action 

The committee made inquiry into the advisability of including the 
ROTC within the Reserve Facilities Act, but took no action to this 
end upon being advised that a study is going on in the Department of 
Defense at the present time for the purpose of determining the advisa- 
bility of such modifying legislation. It is expected that upon conclu- 
sion of this study further consideration will be given to this matter. 

Amendments to the bill were offered by the National Guard Associ- 
ation, but are not included in the bill for the reason that they did not 
appear to be germane to the principal issue before the committee 
this is, the extension of the basic authority. It is intended that these 
amendments will be given further consideration at a later date. 


FISCAL DATE 


Enactment into law of this proposed legislation will involve the 
expenditure of $250 million of Federal funds, over a period of 3 years 
or less. 

DEPARTMENTAL DATA 


The proposal by the Department of Defense was for an unlimited 
authority with respect to time and funds. The bill, as amended by 
the committee, as indicated above, limits the additional period to 3 
years and the expenditure to $250 million over that period, or such 
esser period as proper planning will permit. The letter set out below, 
and made a part of this report, indicates that the extension of Public 
Law 783, 8ist Congress, is a part of the Department of Defense legisla- 








3 
hid 
oO 
oe 
cht 
iad 
= 
ca 
= 
4 
Pi 
bbe 
© 
iS 
Fp) 
i 
= 
a=: 


8 AMENDMENT TO NATIONAL DEFENSE FACILITIES ACT 


tive program for the 84th Congress, and is approved by the Bureau of 
the Budget. 


JaNuARY 6, 1955. 
Hon. Sam Rayrspurn, 


Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
amend the National Defense Facilities Act of 1950 to provide for additional 
facilities necessary for the administration and training of units of the Reserve 
components of the Armed Forces of the United States, and for other purposes 

This proposal is a part of the Department of Defense legislative program for 
1955, and the Bureau of the Budget has advised that there would be no objection 
to its transmittal to the Congress for consideration. The Department of the 
Army has been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


It is the purpose of this proposed legislation to convert the existing temporary 
program for the acquisition of facilities for the Reserve components to a perma- 
nent program by repealing both the time and monetary limitations imposed by 
the National Defense Facilities Act of 1950. 

The National Defense Facilities Act of 1950 (64 Stat. 829) authorizes the 
acquisition and utilization of such facilities as may be necessary for the proper 
development, training, operation. and maintenance of units of the Reserve com- 
ponents of the Armed Forces of the United States. 

Section 3 of that act limits the amount authorized to be appropriated to $250 
million over a period of the 5 fiscal years following its enactment. Such period 
will expire with fiscal year 1956 and it is contemplated that the amount of authori- 
zation utilized by that time will approach the monetary limitation established in 
the act. 

If section 3 is amended as proposed, the Secretary of Defense will be authorized 
to continue such program on a permanent basis within the limits of such amounts 
as the Congress may, from time to time, appropriate for such purpose. The 
acquisition, including construction, which would be so authorized, would provide 
for additional increments of the longer range requirements of the Reserve compo- 
nents. Additionally, establishment of the program on a permanent basis would 
permit more effective long-range planning in this area. 


COST AND BUDGET DATA 


Enactment of this proposal would result in no increase in the budgetary require- 
ments of the Department of Defense. 
Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 


text of the provisions of existing 
repealed by this legislation: 


Existinc Law 


PUBLIC LAW 783, 81ST CONGRESS; ACT OF 
SEPTEMBER 11, 1950 (64 STAT. 830) 
* * * * * 

Sec. 3. Subject to the provisions of 
section 4 of this Act, the Secretary of 
Defense may, in an amount not to 
exceed $250,000,000 over a period of the 
next five fiscal years, after consultation 
with the respective Armed Services 
Committees of the Congress— 

* * * * * 


law which would be amended or 


Britt as AMENDED 


That section 3 of the National Defense 
Facilities Act of 1950 (64 Stat. 830) is 
amended by deleting ‘‘in an amount not 
to exceed $250,000,000 over a period of 
the next five fiscal years” and by insert- 
ing in lieu thereof “in an amount not to 
exceed $500,000,000 over a period of the 
next eight fiscal years commencing with 
fiscal year 1951.’ 
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SECOND SUPPLEMENTAL APPROPRIATION BILL, 1955 





Aprit 19, 1955.—Ordered to be printed 





Mr. Cannon, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 4903] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 4903) 
making supplemental appropriations for the fiscal year ending June 
30, 1955, and for other purposes, having met, after full and free 
conference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

That the Senate recede from its amendments numbered 3, 8, 13, 17, 
25, 27, 60, and 61. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 21, 29, 30, 33, 34, 38, 40, 42, 43, 44, 47, 48, 


49, 50, 51, 54, 55, 56, 57, 58, 59, 62, 65, 67, and 68, and agree to the 
same. 


Amendment numbered |: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to ‘the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $650,000; 
and the Senate agree to the same. 


Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 5, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $8,900,000; 
and the Senate agree to the same. 
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Amendment numbered 6: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $50,000,000; 
and the Senate agree to the same. 


Amendment numbered 10: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $95,000,000; 
and the Senate agree to the same. 


Amendment numbered 11: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,500,000; 
and the Senate agree to the same. 

Amendment numbered 12: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 12, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $875,000; 
and the Senate agree to the same. 


Amendment numbered 15: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 15, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,500,000 | 
and the Senate agree to the same. 


Amendment numbered 16: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 16, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $1,125,000; 
and the Senate agree to the same. 

Amendment numbered 20: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 20, and agree to the same with an amendment as 


follows: 
In lieu of the matter proposed by said amendment insert: 


UNEMPLOYMENT COMPENSATION FOR FEDERAL EMPLOYEES 


For an additional amount for unemployment compensation for Federal 
employees, $7,500,000. 
And the Senate agree to the same. 
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Amendment numbered 24: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 24, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $80,0 20 ,000; 
and the Senate agree to the same. 


Amendment numbered 26: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $750,000; 
and the Senate agree to the same. 


Amendment numbered 2 


That the House recede from its disagreement to the amendment of 
the Senate numbered 28, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $100,000; 
and the Senate agree to the same. 


Amendment numbered 31: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $900,000; 
and the Senate agree to the same. 

Amendment numbered 32: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 32, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert: 


Treasury DeparTMENT 


And the Senate agree to the same. 


The committee of conference report in disagreement amendments 
numbered 2, 4, 7, 9, 14, 18, 19, 22, 23, 35, 36, 37, 39, 41, 45, 46, 52, 
53, 63, 64, and 66. 

CLARENCE CANNON, 

Joon J. Rooney, 

Prince H. Preston, 

JoHN TABER, 

Curr CLEVENGER, 
Managers on the Part of the House. 

Cart Haypen, 

Ricuarp B. Russet, 

ALLEN J. ELLENDER, 

StyLes BrinGEs, 

By L.S 

LEVERETT SALTONSTALL, 

Mitton R. Youna, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 4903) making supplemental appropriations for the 
fiscal year ending June 30, 1955, and for other purposes, submit the 
following statement in explanation of the effect of the action agreed 
upon and recommended in the accompanying conference report as to 
each of such amendments, namely: 


Cuapter [| 
DEPARTMENT OF AGRICULTURE 


Amendment No. 1: Appropriates $650,000 for “Salaries and ex- 
penses, Agricultural Research Service’ instead of $500,000 as proposed 
by the House and $700,000 as proposed by the Senate. 

Amendment No. 2: Reported in disagreement. 

Amendment No. 3: Eliminates the proposal of the Senate to 
appropriate $7,000,000 additional for ‘‘School lunch program’’. 


CuHaprer Il 
DEPARTMENT OF COMMERCE 


Amendment No. 4: Reported in disagreement. 

Amendment No. 5: Appropriates $8,900,000 for “Payments to air 
carriers, Civil Aeronautics Board” instead of $5,000,000 as proposed 
by the House and $15,200,000 as proposed by the Senate. The funds 
appropriated under this head are to be used to pay subsidy claims 
due for local service carriers. 

Amendment No. 6: Appropriates $50,000,000 for ‘“Operating- 
differential subsidies, maritime activities’ instead of $35,000,000 as 
proposed by the House and $60,000,000 as proposed by the Senate. 

Amendment No. 7: Reported in disagreement. 

Amendment No. 8: Provides a limitation of $225,000 on the 
amount that may be advanced to the appropriation “Salaries and 
expenses, maritime activities’, from ‘Repair of reserve fleet vessels 
(liquidation of contract authorization)’’,.as proposed by the House 
instead of $250,000 as proposed by the Senate. 

Amendment No. 9: Reported in disagreement. 

Amendment No. 10: Appropriates $95,000,000 for ‘“Federal-aid 
highways” instead of $90,000,000 as proposed by the House and 
$100,000,000 as proposed by the Senate. 

Amendment No. 11: Appropriates $3,500,000 for ‘Forest highways” 
instead of $3,000,000 as proposed by the House and $4,000,000 as 
proposed by the Senate. 

Amendment No. 12: Appropriates $875,000 for ‘Public lands 
highways (liquidation of contract authorization)’’, instead of $750,000 
as proposed by the House and $1,000,000 as proposed by the Senate. 
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DEPARTMENT OF DEFENSE—CIVIL FUNCTIONS 


Amendment No. 13: Appropriates $230,000 for “Operating ex- 
penses, Canal Zone Government,” as proposed by the House instead 
of $338,000 as proposed by the Senate. 


Cuapter III 
DEPARTMENT OF DEFENSE 


Amendment No. 14: Reported in disagreement. 


CuaptTer [V 
FOREIGN OPERATIONS 


Amendment No. 15: Provides, by transfer, $6,500,000 for “Con- 
tributions to the United Nations Expanded Program of Technical 
Assistance” instead of $4,000,000 as proposed by the House and 
$8,000,000 as proposed by the Senate. 

Amendment No. 16: Increases limitation on administrative ex- 
penses for the Export-Import Bank of Washington to $1,125,000 
instead of $1,110,000 as proposed by the House and $1,140,000 as 
proposed by the Senate. 

Cuaprer V 


INDEPENDENT OFFICES 


Amendment No. 17: Deletes item of $12,000,000 for the Federal 
Civil Defense Administration proposed by the Senate. The con- 
ferees gave serious consideration to this item, but deferred action to 
permit the House to give consideration to the program in the Inde- 
pendent Offices Appropriation Bill, 1956. 

Amendment No. 18: Reported in disagreement. 

Amendment No. 19: Reported in disagreement. 


Cuapter VIL 
DEPARTMENT OF LABOR 


Amendment No. 20: Appropriates $7,500,000 for “Unemployment 
compensation for Federal employees” instead of $13,000,000 as pro- 
posed by the Senate. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Amendment No. 21: Inserts title. 

Amendments Nos. 22 and 23: Reported in disagreement. 

Amendment No. 24: Increases authorization to $80,020,000 for 
“Salaries and expenses, Bureau of Old-Age and Survivors Insurance,” 
instead of $79,400,000 as proposed by the House and $80,640,000 as 
proposed by the Senate. 

Amendment No. 25: Deletes item for Office of the Secretary pro- 
posed by the Senate. 
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CuapTer IX 
DEPARTMENT OF STATE 


Amendment No. 26: Provides $750,000 additional for “Salaries and 
expenses”’, to be derived by transfer, instead of $600,000 as proposed 
by the House and $800,000 as proposed by the Senate. These funds 
are for home leave only. 

Amendment No. 27: Eliminates the proposal of the Senate to make 
available not to exceed $75,000 from “Contributions to international 
organizations” for the Pan American Institute of Geography and 
History. 

Amendment No. 28: Provides transfer of $100,000 to “International 
contingencies” instead of $75,000 as proposed by the House and 
$200,000 as proposed by the Senate. 


DEPARTMENT OF JUSTICE 


Amendment No. 29: Appropriates $500,000 for “Salaries and ex- 
penses, United States attorneys and marshals”, as proposed by the 
Senate instead of $200,000 as proposed by the House. 


THE JUDICIARY 


Amendment No. 30: Appropriates $13,300 for “Salaries and ex- 
penses, Court of Customs and Patent Appeals’, as proposed by the 
Senate. 

Amendment No. 31: Appropriates $900,000 for ‘Salaries of judges”’ 
instead of $50,000 as proposed by the House and $914,500 as proposed 
by the Senate. 


CHAPTER X 
TREASURY DEPARTMENT 


Amendment No. 32: Corrects title. 

Amendment No. 33: Appropriates $85,000 for the Bureau of Ac- 
counts as proposed by the Senate. 

Amendment No. 34: Inserts title. 

Amendments Nos. 35-37: Reported in disagreement. 


Amendment No. 38: Appropriates $63,000 for the Tax Court of the 
United States as proposed by the Senate. 


CuHapTerR XI 
DISTRICT OF COLUMBIA 


Amendment No. 39: Reported in disagreement. 

Amendment No. 40: Inserts title. 

Amendment No. 41: Reported in disagreement. 

Amendment No. 42: Appropriates $650,300 for “Department of 
Public Health” as proposed by the Senate. 

Amendment No. 43: Appropriates $152,900 for “Department of 
Public Welfare’’ as proposed by the Senate. 

Amendment No. 44: Appropriates $28,008 for “Settlement of Claims 
and Suits” as proposed by the Senate. 

Amendments Nos. 45 and 46: Reported in disagreement. 
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Cuapter XII 
LEGISLATIVE BRANCH 


Amendments Nos. 47-51: Make provision for Senate activities as 
proposed by the Senate. 

Amendments Nos. 52 and 53: Reported in disagreement. 

Amendments Nos. 54-59: Make provision for Senate activities as 
proposed by the Senate. 

Amendment No. 60: Eliminates amendment to Civil Service Retire- 
ment Act of May 29, 1930, as amended, proposed by the Senate. 

Amendment No. 61: Eliminates item for House of Representatives, 
“Salaries, officers and employees, Office of the Clerk,” proposed by 
the Senate. 

Amendment No. 62: Appropriates $21,139 for fiscal year 1954 and 
$38,972 for fiscal year 1955 for “Capitol Police Board” as proposed by 
the Senate instead of $3,420 as proposed by the House. 

Amendments Nos. 63 and 64: Reported in disagreement. 

Amendment No. 65: Eliminates language as proposed by Senate. 

Amendment No. 66: Reported in disagreement. 


CHAPTER XIII 
CLAIMS FOR DAMAGES, AUDITED CLAIMS, AND JUDGMENTS 


Amendment No, 67: Inserts document number. 
Amendment No. 68: Appropriates $9,504,219 as proposed by the 
Senate instead of $6,269,842 as proposed by the House. 
CLARENCE CANNON, 
JouHn J. Rooney, 
Prince H. Preston, 
JOHN TABER, 
CuirF CLEVENGER, 
Managers on the Part of the House, 
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1st Session No. 427 


84TH CoNGRESS } HOUSE OF REPRESENTATIVES | REpPoRT 





DISPOSITION OF SUNDRY PAPERS 





Apri 20, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Longa, from the Joint Committee on the Disposition of 
Executive Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 55-11, dated March 25, 1955, to 
the 84th Congress, Ist session, submitting the following lists or sched- 
ules covering records proposed for disposal by the Government agen- 
cies indicated: 





Job No. | Agency by which submitted | Job No Agency by which submitted 





1I-NNA-1303....| Department of the Treasury. 
Il-NNA-1488._.| Veterans’ Administration. | II-NNA-1506_.. . 
IIl-NNA-1541...| Department of the Air Force. | II-NNA-1597_.. Do. 
Il-NNA-1568...| Reconstruction Finance Corpora LI-NNA-1598_.. Do. 
tion and Federal Loan Agency II-NN A-1601... Do. 

II-NNA-1580...) Board of Governors of the Fed. | II-NNA-1606...| Department of the Interior. 

eral Reserve System. \| II-NNA-1611...| U. 8. Atomic Energy Commis- 
II-NNA-1589...| Department of Agriculture. \ | sion. 


| II-NNA-1590...| U. S, Atomic Energy Commission. 








Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends that 
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their disposal be accomplished subject to the proviso of section 6 and 
the provisions of section 9 of the aforementioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives, 
Geo. S. Lona, 
Roserr J. CorsBert, 
Members on the Part of the House. 
Ouin D. JoHNstToN, 
FRANK CARLSON, 
Members on the Part of the Senate. 
H. Rept. 427 
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Aprit 20, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Lona, from the Joint Committee on the Disposition of 
Executive Papers, submitted the following 


REPORT 


{Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 55-12, dated April 15, 1955, to 
the 84th Congress, Ist session, submitting the following lists or sched- 
ules covering records proposed for disposal by the Government agen- 
cies indicated: 











| 
Job No. Agency by which submitted H Job No Agency by which submitted 
II-NN A-1468_..| Department of the Army. II-NNA-1603__.| General Services Administration. 
II-NN A-1483._.| Department of the Navy. II-NNA-1608 Do. 
II-NNA-1506... Do II-NN A-1624 U. S. Atomic Energy Commis- 
II-NN A-1522...| Department of the Air Force. sion. 
II-NN A-1534_..| Department of the Navy. II-NN A-1625_- Do. 
II-NN A-1559._.| Department of Commerce | II-NNA-1633_. Do. 
II-NNA-1561_..| Department of the Air Force. II-NN A-1634_ _- Do. 
II-NN A~1583_..| Veterans’ Administration | INI-NAV-119.._} General Services Administration 
II-NN A-1587...| Department of the Navy. ¢ |) I1I-NLD-101. Do. 
II-NN A-1593_.. 0. | 
II-NNA-1595...} U. Pao Atomic Energy Commis- 
sion. 














Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends that 
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their disposal be accomplished subject to the proviso of section 6 and 


DISPOSITION OF SUNDRY PAPERS 


the provisions of section 9 of the aforementioned act, as amended. 


Respectfully submitted to the Senate and House of Representatives. 


H. Rept. 428 


Geo. S. Lona, 

Rosert J. Corsert, 
Members on the Part of the House. 

Our D. Jonnston, 

FraNK CARLSON, 
Members on the Part of the Senate. 
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CONSIDERATION OF H. R. 5645 





Aprit 21, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Smirn of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 
{To accompany H. Res. 214] 
The Committee on Rules, having had under consideration House 


Resolution 214, report the same to the House with the recommendation 
that the resolution do pass. 
O 
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84TH CONGRESS ; HOUSE OF REPRESENTATIVES | Report 
1st Session No. 430 











CONSIDERATION OF H. R. 4954 





APRIL 21, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Smrra of Virginia, from the Committee on Rules, 
submitted the following 


REPORT 


[To accompany H. Res. 215] 


The Committee on Rules, having had under consideration House 
Resolution 215, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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TRANSPORTATION ON CANADIAN VESSELS TO AND 
WITHIN ALASKA 





Aprit 21, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany 8. 948] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 948) to provide transportation on Canadian vessels 
between ports in southeastern Alaska, and between Hyder, Alaska, 
and other points in southeastern Alaska or the continental United 
States, either directly or via a foreign port, or for any part of the 
transportation, having considered the same, report favorably thereon 
without amendment, and recommend that the bill do pass. 

The purpose of the bill is to extend for an additional year, until 
June 30, 1956, a waiver of the prohibition against the transportation 
of goods and passengers to points in Alaska from continental United 
States or between points in Alaska, in ships of other than American 
registry. The bill is substantially similar to previous bills enacted 
since 1949 but has been brosdened somewhat to include coastal 
transportation of passengers in southeastern Alaska which was made 
necessary by the abandonment of passenger service by Alaska Steam- 
ship Co. in October 1954. 

There is presently no scheduled passenger service in the area and 
no scheduled passenger or freight service to Hyder, and the committee 
has no information concerning any prospective American-flag service 
to any of these points. Absence of scheduled steamship service would 
have an adverse effect on the economy of Alaska. 

The Bureau of the Budget, the Department of Commerce, and the 
Department of the Interior have stated that they have no objection 
to the enactment of the bill. The reports of the Bureau of the 
Budget, Department of Commerce, and Department of the Interior 
on i. R. 612, which differs from the bill reported herewith only in 
that it authorizes transportation of passengers and merchandise from 
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Hyder to other points in Alaska (instead of the limitation to south- 
eastern Alaska), are as follows: 


ExecuTIvE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington 25, D. C., March 14, 1956, 
Hon. Herrert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C 


My Dear Mr. Cuarrman: This is in reply to your letter of January 26, 1955, 
requesting the views of this Office with respect to H. R. 612, a bill to provide 
transportation on Canadian vessels between Hyder, Alaska, and other points in 
Alaska or the continental United States, either directly or via a foreign port, or 
for any part of the transportation. 

This Office would have no objection to the enactment of this measure. 

Sincerely yours, 
Harotp Pearson, Assistant Director; 


SECRETARY OF COMMERCE, 
Washington, D. C., March 28, 1955. 
Hon. Hersert C. Bonner, 
Chairman, Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CuarrMan: This letter is in reply to your request of January 26, 
1955, for the views and recommendations of this Department with respect to 
H. R. 612, a bill to provide transportation on Canadian vessels between ports in 
southeastern Alaska and between Hyder, Alaska, and other points in Alaska or 
the continental United States, either directly or via a foreign port, or for any part 
of the transportation. 

The bill provides that until June 30, 1956, notwithstanding the statutes restrict- 
ing to vessels of the United States the transportation of passengers and merchan- 
dise from any port in the United States to another port of the United States (46 
U. 8. C. 289, 883), passengers may be transported on Canadian vessels between 
ports in southeastern Alaska. It also provides that passengers and merchandise 
may be transported on Canadian vessels between Hyder, Alaska, and other points 
in Alaska or the continental United States, either directly or via a foreign port, or 
for any part of the transportation. 

Somewhat similar legislation was enacted in June 1954 (Public Law 441, 83d 
Cong.; 68 Stat. 321), but the permission therein contained expires June 30, 1955. 
In reporting favorably on the bill (S. 2777, 83d Cong.) which became Public Law 
441, congressional committees recommended the bill for passage because of the 
lack of American-flag service to and from the Alaskan ports mentioned in the 
bill (S. Rept. No. 1098 and H. Rept. 1700). 

Conditions regarding transportation of merchandise to and from ports in south- 
eastern Alaska have not materially changed since the enactment of Public Law 
441. However, conditions regarding the transportation of passengers have 
deteriorated in that the Alaska Steamship Co. discontinued its passenger service 
in October 1954. 

For the foregoing reasons the Department of Commerce recommends favorable 
consideration of the bill. 

The Bureau of the Budget has advised that it would interpose no objection to 
the submission of this letter. 

Sincerely yours, 
Sincuarn WEEKS. 





DEPARTMENT OF THE INTERIOR, 
Washington, D. C., April 1, 1956. 

My Dear Mr. Bonner: This is in reply to your request for the views of this 
Department on H. R. 612, a bill to provide transportation on Canadian vessels 
between ports in southeastern Alaska and between Hyder, Alaska, and other 
points in Alaska or the continental United States, either directly or via a foreign 
port, or for any part of the transportation. 

I recommend that H. R. 612 be enacted. 
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H. R. 612, if enacted, would permit until June 30, 1956, the transportation of 
passengers and merchandise on Canadian vessels between Hyder, Alaska, and 
other ports in Alaska or the continental United States, either directly or via a 
foreign port, and the transportation of passengers only on Canadian vessels be- 
tween ports in southeastern Alaska, either directly or via a foreign port, section 8 
of the act of June 19, 1886, as amended (46 U. S. C., 1952 edition, sec. 289) pro- 
hibits the transportation of passengers in foreign vessels between ports in the 
United States. Section 27 of the Merchant Marine Act of 1920, as amended 
(46 U. 8. C., 1952 edition, sec. 883), imposes a similar prohibition upon the trans- 
portation of merchandise. 

Legislation substantially the same as H. R. 612 has been enacted annually 
since 1949. The latest was Public Law 441, 83d Congress, approved June 29, 
1954 (68 Stat. 321), which permitted until June 30, 1955, the transportation by 
foreign vessels of passengers and merchandise between Hyder and other ports 
in the same manner as H_ R. 612 provides, and of passengers only between Skag- 
way and other points in Alaska and between Haines and other points in Alaska. 
Such an exemption from the provisions of the 1886 and 1920 statutes was necessary 
because otherwise no regular service would have been afforded between those 
ports. However, on October 6, 1954, the Alaska Steamship Co. terminated all 
passenger service to the Territory. Under the circumstances, the terms of this 

ill have necessarily been made even broader to permit the necessary coastal 
transportation of passengers by Canadian-flag vessels in southeastern Alaska. 
The Governor of Alaska has given his approval to this extension so long as no 
domestic carrier provides passenger service. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely, 
OrmeE Lewis, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


This legislation does not change existing law. It merely extends 
the period of operation for 1 year. 


O 
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1st Session No. 432 





IMPROVING FOOD SERVICE FACILITIES IN THE HOUSE 
OF REPRESENTATIVES 





Apri 21, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


{To accompany H. Res. 218] 


The Committee on House Administration, to whom was referred 
House Resolution 218 naving considered the same, report favorably 
thereon without amendment and recommened that the resolution do 
pass. 

Pursuant to House Resolution 692, 83d Congress, supplemented by 
House Resolution 125, 84th Congress, and in accordance with the 
powers and duties of the Committee on House Administration 
(Rule XI, 9 (1), 84th Cong.), the chairman appointed a special sub- 
committee empowered to study and make recommendations toward 
improving the food service facilities in the House of Representatives. 

The committee unanimously approved the recommendations made 
by Hon. John Lesinski, Jr., chairman of the subcommittee, after hear- 
ing his detailed report on ways and means to improve food service in 
the House restaurant in the Capitol Building. It was clearly estab- 
lished that additional space is the only practical solution to the 
problem of providing adequate dining facilities for Members and em- 
ployees of the House of Representatives. To obtain the needed addi- 
tional space the committee recommends that the plan be completed 
which has been discussed through the years since 1863 to extend and 
complete the east central front, or the facade, of the Capitol. Legis- 
lation to accomplish this was passed by the Senate March 23, 1937 
(S. 1170), but the House failed to act on the measure. A recent, brief 
discussion and a detailed chart of the extension of the east front of the 
Capitol may be found on pages 149 through 152 of the Legislative- 
Judiciary Appropriations Hearings for 1955. 

In arriving at the above recommendations careful attention and 
study was accorded the survey of food-service facilities, House of 
Representatives, prepared by Nationwide Food Service pursuant to 
House Resolution 692, 83d Congress. 
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1st Session 


84TH CONGRESS } HOUSE OF REPRESENTATIVES | Report 
No. 433 





IMPROVING FOOD SERVICE FACILITIES IN THE HOUSE 
OF REPRESENTATIVES 





Aprit 21, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Burteson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Res. 219] 


The Committee on House Administration, to whom was referred 
House Resolution 219, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 

Pursuant to House Resolution 692, 83d Congress, supplemented by 
House Resolution 125, 84th Congress, and in accordance with the 
powers and duties of the Committee on House Administration (Rule 
XI, 9 (1), 84th Cong.), the chairman appointed a special subcommittee 
empowered to study and make recommendations toward improving 
the food service facilities in the House of Representatives. 

The committee unanimously approved the recommendations made 
by Hon. John Lesinski, Jr., chairman of the subcommittee after hear- 
ing his detailed report on ways and means to improve food service in 
the New House Office Building. These recommendations provide for 
the extension of the cafeteria in the New House Office Building north- 
ward to include the rooms now occupied by the beauty shop and the 
House Office Buildings Superintendent. The inclusion of these two 
rooms in the cafeteria area will provide approximately 900 square feet 
additional space and thereby alleviate to a large extent the present 
congestion existing in the cafeteria. 

The beauty shop would be relocated in a section of the barber shop 
in the Old House Office Building. This could be accomplished by 
extending a partition across the barber shop at a point which would 
permit sufficient room to carry on the activities of both the barber 
shop and the beauty shop. 

The functions of the Superintendent’s office in the New House Office 
Building would be transferred to another appropriate office or space. 
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In arriving at the above recommendations careful attention and 
study was accorded the survey of food facilities, House of Representa- 
tives, prepared by Nationwide Food Service pursuant to House Resolu- 
tion 692, 83d Congress. 

In view of the fact that plans are underway for a third House Office 
Building, in which ample restaurant facilities are understood to be 
included, the committee decided that no action should be recommended 


at this time toward establishing a cafeteria in the Old House Office 
Building. 
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Union Calendar No. 94 
84th Congress, Ist Session - - - House Report No. 434 





THE GENERAL ACCOUNTING OFFICE’S 
REPORT 


ON 


LEAVE PRACTICES IN POST OFFICES 


REPORT 


OF THE 


COMMITTEE ON 
POST OFFICE AND CIVIL SERVICE 





APRIL 21, 1955.—Committed to the Committee of the Whole House on 
the State of the Union and ordered to be printed 
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LETTER OF SUBMITTAL 


Hovusr or REPRESENTATIVES, 
CommiTTEE ON Post Orrice AND CiviL SERVICE, 
Washington, D. C., April 21, 1955. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: By direction of the Committee on Post Office 
and Civil Service, | submit herewith the Report on Review of Leave 
Practices in Post Offices, Post Office Department, by the Comptroller 
General of the United States. The report was received as a result of 
a request by this committee for investigation of abuses of leave 
privileges and covers 18 major post offices. 

Copies of the report have been furnished the Postmaster General, 
who will be requested to report back to the committee on the action 
taken to tighten up control of leave. This report also should point 
the way to substantial savings elsewhere in the Government through 
improved leave practices, 

Sincerely yours, 


Tom Murray, Chairman. 
ill 
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LETTER OF TRANSMITTAL 


GENERAL AccoUNTING OFFiIcr, 
ComprroututerR GENERAL OF THE UNITED SraTEs, 
Washington, March 25, 1956. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. CuHatrman: In accordance with prior correspondence 
with your committee, there are enclosed 4 copies of the report on the 
review of leave practices during the last quarter of the calendar year 
1954 in 19 post offices in principal cities of the United States. This 
review was performed by the Division of Audits, General Accounting 
Office, as a part of the audit of the Post Office Department pursuant 
to the Post Office Department Financial Control Act of 1950 (39 U. 
S. C. 794c). 

Your attention is invited to the abuses of leave practices summarized 
on page 2 of the report and to our recommendations for corrective 
action appearing on pages 2 through 4. 

Copies of this report are being transmitted to the Postmaster Gen- 
eral for his review with a request that he inform the General Account- 
ing Office of the action taken by the Department to effect collection of 
any improper payments and of the corrective action taken to improve 
controls in granting and approving leaves of absence. 

Sincerely yours, 
Frank H. Wertze1, 
Assistant Comptroller General of the United States. 
Enclosures. 
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Mr. Murray of Tennessee, from the Committee on Post Office and 
Civil Service, submitted the following 


GENERAL ACCOUNTING OFFICE’S REPORT ON LEAVE PRACTICES 
IN THE POST OFFICE DEPARTMENT 
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REPORT ON REVIEW OF LEAVE PRACTICES IN POST 
OFFICES, POST OFFICE DEPARTIENT, MARCH 19.5 


In connection with the audit of the Post Office Department pursuant 
to the Post Office Department Financial Control Act of 1950 (39 
U.S. C. 749c), the Division of Audits, General Accounting Office, has 
reviewed the leave practices at 19 large first-class post oflices. 

The examination was performed between October and December 
1954 at the following large post offices, employing about 25 percent 
of the 500,000 postal employees. 


Atlanta, Ga. New Orleans, La. 
Boston, Mass. New York City, N. Y. 
Chicago, Il. Philadelphia, Pa. 
Cleveland, Ohio Portland, Oreg. 
Dayton, Ohio Richmond, Va. 
Dallas, Tex. St. Louis, Mo. 
wenver, Colo. San Francisco, Calif. 
Kansas City, Mo. Seattle, Wash. 

Los Angeles, Calif. Washington, D. C, 


Milwaukee, Wis. 
HIGHLIGHTS 


This review has shown that abuses of leave practices exist in the 
granting of sick leave, administrative leave, and leave without pay. 
These abuses by large numbers of postal employees result in increased 
costs for postal operations and undoubtedly adversely affect the 
morale of the conscientious and honest employees. 

Abuses of sick-leave practices were brought to the attention of the 
Department by letters under date of December 14, 1953, February 24, 
1954, and December 3, 1954, by the General Accounting Office. 
Copies of these letters and replies thereto are attached as exhibits A 
through E. 

The Department issued a directive in May 1953 (exhibit F) and 
again on January 25, 1955 (exhibit G), to all postal personnel relative 
to abuses of sick leave, but corrective action has not been taken to 
strengthen sick-leave policies, procedures, and reporting to those 
officials responsible for post-office operations. Existing regulations 
have not been peenesrlt to improve internal control or to provide for 
statistical reporting and review, except for the corrective steps taken 
by its Postal Transportation Service. (See p. 8.) Further, the 
Internal Audit Division of the Post Office Department, im a report 
dated November 17, 1954, stated that the abuses continued to exist 
in each of the four large post offices examined by them. 

The postal establishment employs over 500,000 people at over 39,000 
different locations, and in excess of $2 billion a year is spent for salaries 
and wages. Inadequate supervision of this vast number of employees 
could result in considerable monetary losses as a result of man-hours 
lost on the job. If 1 day’s pay for all employees is saved through 
better supervision, approximately $5,600,000 could be saved annually. 
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2 LEAVE PRACTICES IN POST OFFICES 





The following types of abuses are indicative of the general condi- 
tion found in the examination of the 19 large post offices which repre- 
sent a cross section of post offices throughout the United States. 

1. Substitute employees show a high incidence of sick leave for 
short but frequent periods. (See p. 4.) 

2. Employees, contemplating retirement, request and are granted 
extended periods of sick leave during the last vear of active employ- 
ment without furnishing written evidence that they were ill and in- 
capable of performing their normal duties. (See p. 4.) 

3. Responsible approving supervisors and officials in post offices 
have disregarded policies concerning the control and administration 
of sick leave promulgated by the Postmaster General and other key 
officials of the Department. (See p. 6.) 

4. Improper approval of sick leave results from the policy of the 
Department in delegating to immediate supervisors, including fore- 
men, authority to grant sick leave without providing adequate review 
and control. (See p. 8.) 

5. Although departmental officials have assigned the responsibility 
for approving sick leave to the lowest level of supervision, they have 
not established procedures for a systematic review for compliance 
with existing policies through adequate statistical reports. (See 
p. 8.) 

6. Sick leave has been advanced to employees when retirement 
dates have been established which preclude the employees from 
earning enough leave to cover the advance. (See p. 7.) 

7. Some post office approving supervisors and officials have errone- 
ously eliminated the requirement for a written application for sick 
leave when an employee scheduled for retirement is granted sick leave 
and does not return to active duty prior to hisretirement. (See p. 6.) 

8. Some postmasters have granted administrative leave without 
authority to regular employees on State and local holidays. Sub- 
stitute replacements have been employed to process the mails. (See 
p. 9.) 

9. Because postal pay legislation (39 U S. C. 857) provides for 
payment on the basis of a 360-day year with payment made on a 
semimonthly basis, an employee working on the last hour on Friday 
or the first hour on Monday is entitled to pay for Saturday and 
Sunday. Instances have been observed where employees were on 
leave without pay during the week but were paid for Saturdays and 
Sundays because they worked either Friday or Monday, thus assuring 
them pay for the weekend. This practice raises the effective rate of 
pay for those employees who are on intermittent leave without pay 
during the work week. (See p. 11.) 

In view of the disclosures from the limited examination made by us, 
the Post Office Department should extend the examination of leave 
practices to all post offices and other operating bureaus of the Depart- 
ment for the purpose of determining the extent of leave abuses. 
Corrective action taken by the Department and collections of improper 
payments should be reported to the General Accounting Office. 


RECOMMENDATIONS 


1. We recommend that the Department reappraise the authority 
granted to immediate supervisors and strengthen the procedures relat- 
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LEAVE PRACTICES IN POST OFFICES 3 


ing to documenting and reporting of sick leave to those responsible 
at higher levels. (See p. 8 .) 

2. We recommend that support for sick leave taken, such as leave 
applications, doctor’s certificate, and other supporting evidence, be 
transferred from the unit to which the employee is assigned (ch. II, 
art. 99 (g), Postal Manual) to a central location for review by respon- 
sible officials for compliance with sick leave regulations on a consistent 
basis. (See p. 8.) 

3. We recommend that responsible post office officials make a real- 
istic appraisal of requests for advances of sick leave on an individual 
basis for those employees whose retirements are imminent because of 
age or disability. Advance of sick leave would not be in order where 
it is known that the remaining period of active employment would be 
inadequate to earn the sick leave advanced. (See p. 7.) 

4. We recommend that the Department institute a system of re- 
orting to disclose such items as ratios of sick leave taken to sick 
eave earned and indications of excessive sick leave taken, by post 
offices, for dissemination to top operating officials in the postal estab- 
lishment for review and necessary action. We feel that such informa- 
tion will stimulate the efforts of post office operating officials to main- 
tain an acceptable record of sick leave administration. (See p. 8.) 

5. We recommend that the practice of excusing regular field em- 
ployees on local holidays without charge to annual leave be discon- 
tinued when it is necessary to hire substitutes to perform usual postal 
functions on such days. ‘The Department should take steps immedi- 
ately to charge annual leave to employees who have been granted 
administrative leave under such conditions. (See p. 9.) 

6. We recommend that the Department propose and the Congress 
consider legislation which would provide for a 40-hour administrative 
workweek and for payment on a 2-week basis. Such legislation would 
provide for a pay schedule for actual hours worked. Under the present 
system postal field service personnel are paid semimonthly on the 
basis of a 360-dav vear as prescribed by section 7 of the Postal Pay 
Act of July 6, 1945 (39 U.S.C. 857). The postal employees are there- 
fore paid for Saturdays, Sundays, holidays, and the nonexistent 29th 
and 30th of February. They are not paid for the 31st day of any 
month. 

Under this system abuses have been observed where employees 
were on leave without pay on an intermittent basis during the week 
and worked Friday or Monday, thus assuring them pay for weekends 
and thereby increasing their effective hourly rate of pay. (See p. 
11.) Pending action by the Congress, we recommend that the Depart- 
ment take steps to eliminate the practice by establishing better 
controls for leave, assignment of duties, and rotation of employees. 

7. We recommend that the Department expand the existing regu- 
lations pertaining to outside employment of regular postal employees 
(ch. II, art. 63, Postal Manual) by (1) issuing instructions pertainin 
to criteria, applications, and approval of outside employment, (2 

denying applications for outside work to those employees he pas 
leave without pay on an intermittent basis during a scheduled wor 
period in order to engage in such outside work, and (3) designating 
certain officials at high level in the post offices and other operating 
organizations to perform the responsibility of approving applications 
for outside employment. 
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4 LEAVE PRACTICES IN POST OFFICES 


8. Werecommend that the Post Office Department take appropriate 
action to collect any overpayments which may have resulted from the 
granting of sick leave without medical certificates or other acceptable 
evidence. 

ABUSE OF SICK LEAVE 


The abuse of sick leave falls into two general patterns. Substitute 
employees show a high incidence of sick leave for short but frequent 
periods. The other pattern consists of the taking of extended periods 
of sick leave by employees contemplating retirement on an optional 
basis or because of age. 

These conditions were found to exist in post offices in various sec- 
er of the United States, and presumably the practices are nation- 
wide. 


High incidence of sick leave taken by substitutes 


Our examination disclosed many instances where substitute em- 
ployees were permitted to take sick leave as it was earned. 

An examination of about 450 substitute employees’ leave records 
at the St. Louis, Mo., post office for the first 9 months of the calendar 
year 1954 disclosed the following percentages of sick leave taken to 
sick leave earned. 

Employee classification 


Percent 
OS ES EIEN, BP Be Nae AE Ge PO TLS fo MOI SEG REP eS SO 91 
ee oe elke eA ak pode wd hep nein LG men 86 
Poet nee PIIOD oe cs SNe howe sna Geneeieedibeeaum 9} 
ee IID oon 5 a ha cs Re RR ie bdei eben 100 
Substitute special delivery messengers_..........-..--..-------------- 1104 


?The amount in excess of 106 percent is represented by use of sick leave accrued in prior years or advanced. 


In an examination of 200 substitute leave records at the Washing- 
ton, D. C., post office substitute carriers used 93 percent and sub- 
stitute clerks used 108 percent of sick leave earned. 

In a review of 178 substitute clerks’, carriers’, and mail handlers’ 
records at the New York City post office, we found that 18 percent, 
39 percent, and 40 percent, respectively, were taking sick leave as 
rapidly as it was earned. In the review of about 1,800 records of all 
classes of employees at the Cleveland, Ohio, post office, it was found 
that 302 employees had taken more sick leave than had been earned 
during the period from January 1, 1954, through October 15, 1954. 

We believe that the excessive leave taken by substitutes is due 
ewes to the fact that the work scheduling and approval of sick 

ve has been delegated to the lowest level. Adequate internal 
control and reporting to higher levels of management have not been 
established. (See p. 8.) 


Extensive sick leave taken prior to retirement by employees retiring 
optionally or because of age 

Our review of leave records disclosed that many employees con- 
templating retirement on an optional basis or because of age had taken 
extended periods of sick leave during their last year of active employ- 
ment. In many cases we could find no written evidence supporting 
the sick leave taken. 

As a consequence of preliminary information furnished the Depart- 
ment by the General Accounting Office, the Post Office Department's 
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LEAVE PRACTICES IN POST OFFICES 5 


Division of Internal Audit made an examination of the leave records 
at four large first-class post offices. The report of the Division of 
Internal Audit, dated November 17, 1954, stated: 

* * * Post-office officials and supervisory employees, generally, are of the opin- 
ion that employees with many years of service and substantial accumulation of 
sick leave are entitled to take that leave immediately preceding retirement as a 
sort of reward for not having used it during the years of active service. * * * 

Granting that the probability of frequent brief illnesses or of prolonged inability 
to report for duty increased with age, employees about to retire seem to have had 


a large and sudden increase in absence on sick leave beyond normal probability 
patterns. * * * 


Postal employees, like other Government employees, while on sick 
leave are carried on the rolls as active employees and continue to earn 
annual leave which is payable in a lump sum upon retirement. The 
period the sick leave is taken not only increascs the lump-sum leave 
payment but also increases the base period upon which retirement 
benefits are computed. This results in an additional cost to the Gov- 
ernment during the entire period that retirement benefits are paid. 

Our examination at 6 post offices disclosed that 310 of the employees 
retiring on an optional basis or because of age during the past 2 years 
had taken sick leave of 200 hours or more prior to their retirement. 
The average amount taken was 652 hours, for which they were paid 
approximately $1,300 each for a total of about $400,000. Following 


is a tabulation of the sick leave taken in excess of 200 hours in the 
6 post offices. 


Employees granted sick leave in excess of 200 hours at 6 selected post offices 





























200 through 499 | 500 through 999 1,000 hours and Total 
hours hours over o 
s j | i | } | 
City | | Ave 

Number Number Number Number Number Number Number Number “)) _ 

of em- of ofem- | of | ofem- of ofem- | of | ours 

ployees | hours | ployees hours | ployees | hours | ployees | hours | pr Anes 
Baltimore.......... 5 1, 848 4 2, 718 2 2, 605 ll 7,171 652 
New York. we<.<- 30 13, 525 os 70, 713 36 | 43,252 164 | 127,490 777 
Los Angeles_....... 12 4, 189 13 4 Sf ee eee 25 14, 128 565 
i. Sera SS 7 1, 946 2 Sy eee Bese 9 2, 970 330 
San Franciseo...... 7 2, 028 7 5, 586 2 2, 648 16 | 10,262 641 
oS 61 20, 683 18 12, 532 6 6, 810 85 40,025 471 
| eee 122 44, 219 142 | 102, 512 46 55, 315 | 310 |! 202, 046 652 


























! Written evidence in support of the sick leave taken could not be found in any of the above post offices 
except for New York City. 


The same conditions were found to exist in a lesser degree in some 
of the other post offices examined. In many instances, not only the 
employee taking in excess of 200 hours sick leave but also those taking 
sick leave of less than 200 hours were permitted to exhaust their total 
accrual of sick leave or to reduce it to a very few hours before the 
effective date of retirement. 

In a letter dated January 31, 1955 (exhibit E), from the Post Office 
Department, it is shown that $18,000 has been charged back to the 
postmasters of the Chicago post office for sick leave improperly 
granted retirers during the period July 1, 1952, to October 31, 1953. 
(See recommendation 8, p. 4.) 
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6 LEAVE PRACTICES IN POST OFFICES 


Inadequate control of sick leave in post offices 


The Postal Manual (ch. II, art. 99g) provides that a Standard 
Form 71, Application for Leave, must be submitted for each absence 
on sick leave. We found many instances where responsible approving 
officials in several post offices have disregarded these instructions, 
resulting in a weakening of the controls over sick leave. In 13 out 
of the 19 post offices examined, we found that the responsible approv- 
ing officials had erroneously eliminated the requirement for a written 
application for sick leave when an employee scheduled for retirement 
was granted sick leave and did not return to active duty prior to his 
retirement. 

The reason generally given for the failure to obtain written evidence 
in support of sick leave taken was that the employee’s immediate 
supervisor was familiar with his physical condition. In a large post 
office the ratio of supervision is about 1 supervisor or foreman for 
each group of 26 employees. The submission of written evidence 
was felt to be perfunctory and unnecessary. 

The disregard of instructions coupled with the close personal 
relationship between the employee and his immediate supervisor is 
largely responsible for the high utilization of sick leave by both 
regular and substitute employees. This is a contributing factor to 
the apparent belief of many post-office employees that sick leave may 
be used whenever a day off is desired. In the New York City and 
Philadelphia post offices a large number of employees were taking 
sick leave as it was earned and had no balance of accrued sick leave 
or a very small balance available for future potential use. 

The postmaster of the Washington, D. C., post office attempted to 
correct the abuse of leave privileges through the issuance of warning 
letters and by denying the right to take annual leave before it was 
earned by those employees with unsatisfactory attendance records. 
Copies of the typical letters issued are included as exhibits H, I, and J. 
However, in our examination of 1,340 employees’ leave records at 
the Washington, D. C., post office, it was found that 40 percent of the 
employees had used about 96 percent of the sick leave accrued during 
the period from January 1, 1954, through November 30, 1954. 

The Seattle, Wash., postmaster appointed a committee to investi- 
gate the use of sick leave in the Seattle post office. The committee 
consisted of— 

Foreman, Personnel Section, Seattle post office 

Assistant General Superintendent of Mails, Seattle post office 
Secretary, Branch 79, National Association of Letter Carriers 
Secretary, Local 28, National Federation of Post Office Clerks 

The committee rendered a report (exhibit K) dated March 18, 1954, 
in which it was stated that the Seattle post office personnel, generally, 
had failed to understand and comply with the full intent of the 
regulations governing the granting of sick leave. The report included 
eight recommendations for improving the administration of sick leave. 
Some of the followup actions taken by the postmaster are included in 
the appendix. (See exhibits L, M, and N.) During the course of 
our examination improvement was noted in a reduction of sick leave 
taken by employees immediately preceding retirement and in the 
justification for sick leave taken for periods in excess of 5 or 6 days by 
employees still on the rolls at September 30, 1954. However, an 
abuse of sick leave was indicated in the examination of numerous 
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LEAVE PRACTICES IN POST OFFICES 7 


records of employees who were taking only 1 or 2 days at a time and 
whose leave records never show a substantial available balance. 

An example of the imprudent manner in which an advance of sick 
leave was granted is shown in those instances where sick-leave advances 
of 30 days were made to employees who were later retired optionally, 
based on a disability. In some of these cases it was known that the 
employee was going to retire and his potential period of active duty 
was insufficient for the employee to earn the sick leave advanced. 
These employees used the full sick-leave advance and were separated 
at the expiration of the advance. The indebtedness for the un- 
liquidated advance was forgiven under the provision of the leave 
regulations (Z1-353, sec. 30.206, Federal Personnel Manual). In- 
stances were observed where an examination of the sick-leave record 
and a review of the physical condition of the employee, as set forth 
in documents in his record, would lead a reasonably prudent person 
to conclude that the employee would be unable to return to duty. 
Following are two examples found in the Boston, Mass., post office: 

1. Employee was granted an advance of 19 days’ sick leave on 
June 7, 1954, and was retired on June 30, 1954. The records 
included a letter from his physician dated June 7, 1954, which 
advised that the employee was unable to work and recom- 
mended rest. The diagnoses of the physician included (1) 
Diabetes mellitus, (2) hypertension, and (3) myocardial insuf- 
ficiency. 

2. Employee was granted an advance of sick leave when it was 
known that he was under treatment for infectious arthritis for 
about a year. The employee was unable to walk without crutches 
and totally disabled for work. At the date of his retirement he 
was indebted for over 26 days of advanced sick leave. 

The granting of sick leave under these conditions results in a 
monetary benefit to the employee and results in additional cost to 
the Government, since he would receive more money while he is 
carried on the payroll than he would be entitled to as an annuitant. 

A flagrant violation of the grant of sick leave (Z1-353, sec. 30.405, 
Federal Personnel Manual) was found in the case of a 30-day advance 
of sick leave to an employee in the Los Angeles post office when it 
should have been known that he could not earn the entire amount 
of the advance between the date granted and his compulsory retire- 
ment because of age. As a result, at the date of retirement the 
employee was indebted to the Government in the amount of $720.04 
for unearned sick leave. The General Accounting Office has taken 
action to recover the erroneous payment. 


Inadequate control of sick leave by top management 


The failure by officials at the top management level to effectively 
administer and control sick leave has resulted, principally, from a 
departmental policy which, in the past, condoned the liberal inter- 
pretation placed on existing regulations or perhaps ignored a practice 
which was common knowledge. Departmental officials have been 
made aware of the unsatisfactory sick leave practices through cor- 
respondence from the General Accounting Office under the dates of 
December 14, 1953, February 24, 1954, and December 3, 1954 (ex- 
hibits A, B, and C, respectively), and by a report from the Depart- 
ment’s Division of Internal Audit. In addition, at hearings in April 
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1953 before the subcommittee of the Committee on Appropriations, 
House of Representatives, the committee requested the Department 
to make studies to determine the extent of abuses of sick leave by 
employees and means of securing better control. The statement was 
made by the Department that the “Chief Post Office Inspector is 
making studies of abuses of sick leave which have come to his atten- 
tion and steps are being taken to secure better control of sick leave.” 
From our observation we are not aware of any improvement in leave 
controls. We find that leave controls have been weakened rather 
than improved, in that under revised regulations, dated April 20, 1954, 
control and approval of sick leave is placed at the lowest supervisory 
level without provision for adequate recording and reporting to higher 
echelons of management. 

Postal employees’ unions are aware of the abuse of sick leave privi- 
leges. There is attached (exhibit O) pertinent excerpts from the 
December 1954 publication issued by Branch 29 of the National Asso- 
ciation of Post Office and Postal Transportation Service Mail Han- 
dlers. (See also exhibit K.) 

We feel that the Department’s policy in granting immediate super- 
visors the authority to approve sick leave absences does not provide 
adequate control against the improper approval of sick leave. Gen- 
erally, supervisors have been working side by side with many of the 
employees under their supervision for long periods of time. The close 
association is not conducive to proper administration of sick leave and 


‘precludes the immediate supervisor from considering sick leave ab- 


sences from an objective point of view. This would be particularly 
true in those instances where poor sick leave practices were condoned 
when the supervisor was a member of the rank and file. 

The Department has not made provision for the submission of 
periodic reports on sick leave absences. The failure of top manage- 
ment to require periodic statistical reports of absences due to sick leave 
sown it difficult to supervise, control, and eliminate abuse of sick 
eave. 

The Department has not taken the action to reduce sick-leave 
absenteeism in post offices as has been taken in its Postal Transporta- 
tion Service. Records of the Postal Transportation Service show that 
its sick-leave costs have been reduced over $350,000 for the first 11 
months in 1954 over the comparable period in 1953. The Postal 
Transportation Service requires monthly reporting of sick-leave 
absenteeism from each of its 15 division headquarters. This infor- 
mation is used by top management in the Postal Transportation Serv- 
ice for review and necessary action in those cases where sick-leave 
absenteeism appears excessive or unwarranted. Its 15 division head- 
quarters are furnished with a monthly comparison of sick leave taken 
by each division which stimulates efforts to maintain a satisfactory 
leave record. We feel that these actions have been partly respon- 
sible for the fact that the reported utilization of sick leave taken by 
substitutes in the Postal Transportation Service for the fiscal year 
1954 was 52.8 percent of sick leave earned compared with a utiliza- 
tion of 91 percent by substitutes in those post offices examined by 
us 


Action similar to that taken by the Postal Transportation Service 
on the part of the management of post-office operations may result in 
an estimated annual savings of $4 million. 
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GRANTING OF ADMINISTRATIVE LEAVE ON STATE OR LOCAL HOLIDAYS 


In the New York, New Orleans, and Boston post offices it was found 
that administrative leave had been granted regular employees on 
State or local holidays and substitute employees were used as replace- 
ments to process the mails. Postal thas (ch. I, art. 45, Postal 
Manual) authorize postmasters to reduce postal service to the extent 
of public requirements on such days and on other days when general 
business is suspended. However, the same regulations also provide 
that regular employees are not to be released if substitute replace- 
ments to cover their absence are necessary. 

In each of the three cities in which this condition was found, sub- 
stitute employees had been used. In our opinion, such grants of 
leave resulted in additional cost of postal operations and were in 
violation of postal regulations which provide that additional expense 
must not be incurred to grant time off to employees on State and local 
holidays. 

The extent of this practice in post offices not included in our exami- 
nation was not determined by the General Accounting Office. This 
information should be developed by the Post Office Department. 

The extent of the practices in the New York, New Orleans, and 
Boston post offices are summarized below. 


New York City 


The New York post office grants administrative leave to about 
one-third of its regular employees for Lincoln’s Birthday, Columbus 
Day, and election day, all of which are New York State holidays. 
The administrative leave granted on Columbus Day, 1954, approxi- 
mated 8,965 man-days at a cost of about $140,000. The adminis- 
trative leave granted regular employees and the substitutes employed 


on Columbus Day, 1954, by major class of employees, are tabulated 
below. 





Effective Effective 
man-days man-days 











Class of employee off by worked by 

regular substitute 

| employees employees 
a bratinp chek tabetha ddntaatnediedeuihs tos ukeindscdacade ce dane ocuwen Sal RS A 
indo dcatinbesbitemineitiaieinadindanaxkeni vis mateidadipensinniectubeadindeedecaints | 5,702 5, 401 
fy ERE A Tes ait ale REE eS PRE ERT DRE ca AEE 481 699 
EE aE ae ES CELE ee UT es 989 2, 439 
Br UI i ps a | 135 355 
Ca iiivdddeshenedaaapiadadatudesbccacconbekaddcadannswanscdecdaidahenen. | GG With ditem natin 

Total , 96 





Approximately two-thirds of the supervisory staff were absent on 
Columbus Day. This resulted in having 1 supervisor for each 45 em- 
ployees compared with the normal level of supervision of 1 supervisor 
for each 26 employees. The effectiveness of supervision is reduced 
because of the added burden placed on the supervisor through the 
employment of a proportionately greater number of substitutes. 

t four of the larger stations in New York City, more substitutes 
were employed on Columbus Day, 1954, than the number of regular 
employees granted administrative leave. 
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On the premise that the Columbus Day cost of administrative leave 
is typical of the other two State holidays, the additional cost of opera- 
tion resulting from the granting of administrative leave increases the 
cost in the New York City post office by about $420,000 a year. 


Boston, Mass. 


For many years the Boston postal district has been following the 
practice of granting administrative leave to regular employees on three 
non-Federal holidays. The days on which the administrative leave is 

anted are Patriot’s Day (April 19), Bunker Hill Day (June 17), and 
ghee Day (October 12). 

In addition to the main post office and the south postal annex, 
there are 95 stations and branches in the Boston postal district. 
Because of the large number of locations and diffusion of records, our 
examination was confined to selective tests at the main post office, 
south postal annex, and the Back Bay station. The tests disclosed 
that varying numbers of employees were granted administrative leave 
on each of the aforementioned holidays ranging from 1 to 8 hours. 
It was found that most of the administrative employees, with the 
exception of the postal finance section, were granted administrative 
leave for the entire day on each of the three local holidays. 

Our tests at the selected sites indicated that the granting of adminis- 
trative leave to regular employees on the three local holidays resulted 
in an additional cost of over $65,000 in the Boston postal district. 


New Orleans, La. 


It has been the established policy of the New Orleans post office to 
grant administrative leave’ to regular empolyees on Carnival or 
Mardi Gras Day. 

On Mardi Gras Day, March 2, 1954, the postmaster granted admin- 
istrative leave to 1,013 regular employees and employed 273 sub- 
stitutes as replacements. The cost for the administrative leave 
granted the regular employees was approximately $10,000 for that 
non-Federal holiday. 


INADEQUACY OF CONTROLS OVER LEAVE WITHOUT PAY 


Regular postal emplovees are credited with the annual leave to be 
earned during the ensuing calendar year at the begining of the cal- 
endar year. Many employees exhaust their leave « edit early in the 
fourth quarter of the year, thus requiring them to be placed on a leave- 
without-pay status for subsequent absences. Postal-pay legislation 
requires that postal employees be paid on a 360-day basis which in- 
cludes Saturdays, Sundays, and holidays (39 U. S. C. 857). This 
enables employees who work the last hour of their tour of duty on 
Friday or day preceding a holiday or the first hour of their tour of 
duty on Monday or day following a holiday to receive payment for 
Saturday and Sunday or holiday, respectively. 

We found many instances where employees were scheduling their 
leave without pay so as to instre payment for weekends and holidays. 
Also, we found that postmasters were taking little or no action to 
effectively administer and control excessive leave without pay. For 
example, in the Washington, D. C., post office it was found that 164 
employees had taken 5,877 hours of leave without pay during 1 pay 
period. This represents about 30 percent of the total work hours 
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available to these employees during the pay period. The tendency 
in the Washington post office was to take the leave without pay on 
midweek days. This resulted in safeguarding the employees from 
being charged with leave without pay on Saturdays and Sundays and 
permitted them to be paid for the weekend days. 

In the Los Angeles post office we found several cases which showed 
the hours paid to be greatly in excess of the hours worked, due entirely 
to the specific hours or days worked in relation to Saturdays, Sundays, 
and holidays. 

In a selective test at the Boston Postal District, it was found that 
46 employees were in a leave-without-pay status in excess of 16 hours 
in a single pay period. Most of this leave without pay was taken 
during the middle of the week and work was performed on Friday or 
Monday, which resulted in payment for Saturdays and Sundays. 
Further examination disclosed that in most cases the employees had 
been admonished by post-office officials. Although some employees 
had been admonished 2 or 3 times within a year, no other positive 
corrective action had been taken. 

The following example of the abuse of leave without pay was found 
in the Cleveland post office. An employee ($4,270 per annum classi- 
fication), during 1 pay period, worked only 4 or 5 hours a day and 
the balance of the time was charged to either earned compensatory 
time or leave without pay. During the pay period the employee took 
23 hours of leave without pay on days which did not preclude him 
from being paid for 2 Saturdays and 2 Sundays. His earnings for 
the period were computed as follows: 

















Hours Normal rate Amount 
en RS Same en eB eR ee ee 120 $1. 483 $177. 92 
PR ee ING ONT ccc ctcaudcésnnshunensdedacansannieods 23 1. 483 34.10 
ree Ot SOP PNG a ib i cicecc casi dccwecaudasctnat 97 1. 483 143. 82 
Effective 
rate 
Pay on the basis of actual hours worked__...-.............-- 65 $2. 213 143. 82 














The difference (32 hours) in the number of hours actually worked 
and the hours for which he was paid was accounted for by 8 hours on 
2 Saturdays and 2 Sundays. Had the employee not been on leave 
without pay and had worked the full 88 hours required in that pay 
period, his effective hourly rate would have been $2.02 an hour. By 
virtue of his having been on leave without pay for 23 hours, his effective 
hourly rate was increased to $2.21. Investigation disclosed that the 
employee was also working at the racetrack during the racing season. 
His supervisor was aware of the situation and stated that supervisors 
had never been directed to deny leave without pay to employees 
having other employment. It becomes apparent that employees are 
hot reluctant to take leave without pay under existing circumstances 
as the financial penalty is not in proportion to the actual working 
time lost. 

Postal regulations (ch. II, art. 63, Postal Manual) provide that 
employees shall not engage in any business or vocation that will 


74008°—57_ H. Rept., 84-1, vol. 2——86 
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interfere with their official duties. The regulation does not provide 
for specific procedures with respect to applications for permission to 
engage in outside work, criteria regarding types of outside work which 
may be engaged in by the employee, and the management level at 
which such applications may be approved. Annual-rate employees 
engaged in outside work which requires them to be placed on leave 
without pay make it necessary to employ substitutes to carry the 
workload. If the postmaster or other responsible officials do not 
review and approve applications for outside work in order to deter- 
mine their effect on the workload, adequate control of manpower is 
deficient. (See recommendation 7, p. 3.) 

Our examination at the St. Louis post office for the period from 
January 1 to November 15, 1954, disclosed 42 instances where em- 
ployees had been paid for 24 hours or more because they had worked 
8 hours on a Friday, Monday, or day before or after a holiday. These 
and additional instances of possible abuses of leave without pay at 
the St. Louis post office are presented in exhibit P. 

The examples cited above were found in limited selective tests made 
by us and do not cover all instances occurring during a fiscal or calendar 
year at the 19 post offices examined. The relatively large number of 
cases found indicates that the Department should take steps to more 
effectively administer and control the granting of leave without pay. 
While the taking of leave without pay in the manner described above 
is not a direct violation of postal-pay legislation, we feel that it is not 
in accordance with the best interest of the postal service. The abuses 
could be eliminated through the passage of legislation which would 

rovide for a 40-hour administrative workweek and payment on a 
eekly basis. (See recommendation 6, p. 3.) 
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Exuisit A 


GENERAL AccounTING Orrficer, 
Division or AupitTs, 


Washington 25, December 14, 1958. 
Mr. Cuarues R. Hook, 


Deputy Pcstmaster General, 
Post Office Department, Washington 25, D. C. 


Dear Mr. Hook: Our continuing comprehensive audit of the Post Office De- 
partment has disclosed that in the Chicago post office, sick leave for absences in 
excess of 3 continuous workdays has been granted in many instances without 
support of medical certificates or other acceptable evidence. Our review covered 
only those persons who retired in the period July 1, 1952, to October 31, 1953. 
The practice of granting such sick leave is in violation of civil-service regulations 
as well as instructions contained in the Post Office Manual which provide, 
respectively: 

“Any grant of sick leave in excess of three workdays must be supported by a 
medical certificate, or other evidence administratively acceptable. * * *” 
(Annual and Sick Leave Regulations for Federal Employees, January 6, 1952, 
sec. 30.403, United States Civil Service Commission.) 

“Every absence on sick leave in excess of 3 days must be supported by a 
medical certificate or other acceptable evidence * * *” (ch. II, art. 96 (i), Post 
Office Manual). 

We have prepared and submit a list of 143 individuals who received grants of 
sick leave in excess of 3 continuous workdays, without having furnished evidence 
of illness, and the amounts paid to the individuals with respect to such leave. 
The list shows that the aggregate amount paid to the 143 individuals is in excess 
of $70,000. 

Our study of the administration of sick leave grants in the Chicago Post Office 
was based on a review of the sick leave records, for the calendar year in which 
retirement occurred, for each employee who retired in the period July 1, 1952, 
to October 31, 1953. There were 442 such employees, analyzed as follows: 

















Number of 
employees Percentage 
BE ILE ee Re ee ee Bar hi EMEA | a 
Deduct cases which did not require evidence in support of sick leave grants_....-. a 
Cases which require evidence in support of sick leave grants..............-.....- 355 100.0 
Cases supported by acceptable evidence for sick leave grants..................-.- 212 59.7 
Cases not supported by evidence for sick leave grants.......................-.--- 148 40.3 
355 100.0 











This matter, brought to your attention for review and comment, is an informal 
presentation of information in accordance with the policy of the Comptroller 
General for preliminary exchange of views on audit developments of mutual in- 
terest which require clarification or further action. Our working papers may be 
availed of for reference by your staff. 

Sincerely yours, 
Sipney JERVIS, 
Assistant Director of Audits. 
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Exuisit B 


GENERAL AccouNTING OFFICE, 
Division or Avopirts, 
Washington, February 24, 1954. 
Mr. CHartes R. Hook, 
Deputy Postmaster General, Post Office Department, 
Washington, D. C. 

Dear Mr. Hook: Reference is made to a letter dated December 14, 1953, 
relating to sick leave taken by certain employees of the Chicago post office prior 
to their retirement. A copy of the letter is enclosed. 

I would appreciate information as to the action taken or contemplated by the 
Department inasmuch as the practices disclosed in the letter may also prevail in 
other large post offices. 

Sincerely yours, 
Stpney JERVIS, 
Assistant Director of Audits. 





Exursitr C 


Unirep States GENERAL AccOUNTING OFFICE, 
Division oF Auptirs, 
Washington, December 3, 1954. 
Mr. CuarEs R. Hook, 
Deputy Postmaster General, Post Office Department, 
Washington, D. C. 

Dear Mr. Hook: In accordance with the policy of the General Accounting 
Office expressed to you at the time of our last meeting to the effect that we would 
inform you of significant findings in connection with our audit of large post offices, 
there follows pertinent comments concerning abuses of leave privileges existing 
in the New York post office which I feel should be brought to your attention. 
While we do not know the extent of these practices in other offices these facts 
are being disclosed in order that the Department may take necessary action and 
explore the areas where the circumstances discussed below may be occurring in 
other post offices. 

Abuses of employees’ leave privileges was found to exist in the following areas: 

* * * 7 x 


2. Absences are charged to sick leave accrual in a@ pattern which indicates 
that sick leave is indiscriminately taken as it is earned. Sick leave advances 
were permitted to the extent that at September 30, 1954, about 3 percent 
of the employees were indebted for sick leave. 

3. Administrative leave aggregating 8,965 man-days, at a cost of approxi- 
mately $140.000 was granted regular emplovees by the acting postmaster 
on October 12, 1954, a New York State holiday (Columbus Day). On this 
same day 8,557 substitute and temporary employees worked a full day while 
part of them (1,349) worked overtime. Similar leave was granted on Lin- 
coln’s Birthday and election day. 

The granting of administrative leave for State holidays is in violation of 
article 45, chapter I, of the Postal Manual and the Comptroller General’s 
decision 17, Comptroller General 298. The Comptroller General’s decision 
provides in part, “There is no administrative discretion to excuse field 
employees from duty without charging annual leave solely on the ground 
that the days of absence are holidays local to the place of employment.” 

There is attached a copy of the preliminary report prepared by the General 
Accounting Office, New York regional audit office, dated November 22, 1954. 
While the audit of the New York post office has not been completed, we do not 
believe that subsequent findings will materially affect the report contents. 

I would appreciate being informed of the action taken by the Post Office Depart- 
ment to correct the above condition. 

Very truly yours, 

SipNEY JERVIS, 
Assistant Director of Audits. 
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Exnisir D 


Orrice or THE Deputy Postmaster GENERAL, 
Washington, D. C., January 4, 1956. 
Mr. Sipney JERvIs, 
Assistant Director of Audits, 
General Accounting Office, 
Washington, D. C. 

Dear Mr. Jervis: This has reference to your letter of December 3, 1954, to 
which you attached copy of a preliminary report dated November 22, 1954, sub- 
mitted by Mr. Robert Drakert, regional manager of your New York regional office 
in which were described a number of leave abuses permitted to be indulged in by 
employees of the New York, N. Y., post office. - You asked that I inform you of the 
action taken by the Post Office Department to correct the conditions complained 
of. 

The matter has been turned over to our Inspection Service with request for a 
prompt investigation and report to reach me by January 30, 1955. 

Your cooperation is appreciated. You will hear from me again following receipt 
and evaluation of the inspector’s report 

Sincerely yours, 
(Signed) C. R. Hook, Jr. 
(Typed) CnHartes R Hook, Jr., 
Deputy Postmaster General. 


Exuisit E 


OFFICE OF THE Deputy PostMASTER GENERAL, 
Washington, D. C., January $1, 1956. 
Mr. SipngEy JERVIS, 
Assistant Director of Audits, 
General Accounting Office, Washington, D. C. 


Dear Mr Jervis: Reference is made to your letters dated December 14, 1953, 
and February 24, 1954, concerning the improper use of sick leave by certain 
employees of the Chicago post office prior to their retirement. 

The Department has only recently completed an extensive investigation of the 
Chicago post office with regard to the deficient sick-leave practices mentioned in 
your letters. As a result of this investigation, approximately $18,000 has been 
charged back to postmasters involved for sick leave improperly granted retiring 
employees during the period July 1, 1952, to Octoker 31, 1953. Chargebacks 
were made in a substantial number of the cases mentioned in your letter of 
December 13, 1953, where retiring employees were granted sick leave in excess of 
3 days without physicians’ certificates or other acceptable supporting evidence. 

The Division of Internal Audit has also recently completed a study of the 
sick-leave practices of four major post offices. Conditions disclosed by this study 
have prompted the issuance of a postal bulletin notice to all postal employees, 
dated January 25, 1955, in which certain abuses of sick leave are specifically 
singled out as constituting fraud. This bulletin notice reads as follows: 

“Postmasters, inspectors in charge, and general superintendents of the trans- 
portation service are requested to give the widest practical circulation, including 
posting at all offices, to the following instructions. 

‘Recent reports and investigations by agencies of the Government have dis- 
closed abuses of sick leave by postalemployees _ It is important that all employees 
fully understand the seriousness of the abuse of sick leave, and that corrective 
action be taken immediately to eliminate this grave condition. Such corrective 
action is the direct responsibility of postmasters, other officials and supervisory 
personnel. 

“Some of the more serious abuses are as follows: 

(1) The improper use of accumulated sick leave immediately preceding 
retirement. 

(2) The practice of using sick leave as it is accumulated, where absence 
is not due to illness. 

“Sick leave is one of the most valuable and important benefits which the 
Federal Government provides for its employees. The law provides that unused 
sick leave, unlike unused annual leave, can be accumulated from year to year 
without restriction. By carefully conserving his sick leave an employee may 
thus build up sufficient protection to keep him on the payroll through a long 
illness or the necessary time to recover from a serious accident. Under such 
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circumstances an employee who had not conserved his sick leave would have to 
be dropped from pay status as soon as his annual leave is exhausted. Every 
employee, therefore, owes it to himself and to his family to use sick leave only 
for its legitimate purposes and to conserve it as carefully as possible. 

“Every official authorized to — sick leave is required to assure himself 
that the claim is justified under the regulations. In all cases it is his duty to 
require the employee applying for sick leave to present such evidence as may be 
necessary to establish the legitimacy of the claim. In those cases where employees’ 
leave records disclose frequent use or possible abuse of sick leave, written evidence 
a be required in support of each absence, including absences of less than 

ays. 

“The vast majority of postal as ys understand the purpose of sick leave 
and are conscientious in its use. n the other hand, the misuse of sick leave 
constitutes a fraud against the Government, and disciplinary action must be 
taken against offenders on that basis. Instances of fraud against the Government 
by misuse of sick leave should be reported to district managers, postal transporta- 
tion service division superintendents or, in the case of nonactivated regions, the 
Division of Post Office Personnel, for determination as to whether collection and 
prosecution should be instituted.” 

A major effort has been made within the Department subsequent to your 
letter of December 14, 1953, to eliminate the abusive practices mentioned pre- 
viously, and considerable progress has been made. For instance, sick leave used 
at the Chicago Post Office for the first 11 months of calendar year 1954 were 
110,000 hours less than the same period in 1953. Other units within the postal 
service have also achieved significant progress in reducing the amount of sick 
leave used 

The Department intends to vigorously pursue any rernaining areas where 
sick leave practices are found to be improper. Both the Inspection Service 
and the Division of Internal Audit have been requested to give special attention 
to sick leave practices during their surveys and investigations. It is realized 
that conditions of long standing will not be changed overnight; however the 
progress made to date is most encouraging. 

We are most appreciative to you for ca}ling our attention to the undesirable 
situation at the Chicago Post Office. Your further suggestions and recommenda- 
tions with regard to improving the Department’s sick leave practices would be 
appreciated. 

Sincerely yours, 
C. R. Hook, Jr., 
Deputy Postmaster General. 





Exuisit F 
{Excerpt from the Postal Bulletin, a Post Office Department publication, dated May 19, 1953] 
Sick LEAVE 


Since the Annual and Sick Leave Act of 1951 became effective in the postal 
field service on January 6, 1952, much information has been received in the 
Department indicating abuse of the sick leave privilege 

he attention of postmascers, supervisors, and employees is directed to chapter 
II, article 96 of the Post Office Manual pertaining to the granting of sick leave 
(Public Law 233). 

It should be distinctly understood by all concerned that sick leave shall be 
granted only when employees are personally incapacitated for the performance 
of their duties by sickness, injury, or pregnancy and confinement, or for medical, 
dental, or optical examination or treatment, or when a member of the immediate 
family of the employee is afflicted with a contagious disease and requires the 
care and attendance of the employee, or when through exposure to contagious 
disease the presence of the employee on duty would jeopardize the health of others. 

Sick leave is a privilege extended to employees specifically to provide con- 
tinuing compensation when it is necessary for them to be absent from duty 
because of actual illness, injury, or other reasons as outlined in the Sick Leave 
Regulations. Sick leave is not to be used in lieu of or interchangeably with 
annual leave. The general policy of the Department is to grant sick leave for 
periods of 3 days or less without requiring a physician's certificate. However, 
this policy may be changed whenever it is deemed advisable for the protection 
of the service. It is the responsibility of postmasters and other supervisors to 
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see that the sick leave privilege is not abused. More than perfunctory or routine 
attention must be given the matter. 

Many reports indicate that abuse of sick leave is occurring particularly among 
newly appointed employees and that it has been a practice of some employees of 
all tenures of employment to use their sick leave in 1- and 2-day periods as it 
accrues. A list of employees absent on sick leave should be reviewed by post- 
masters daily. Employees whose records indicate that they abuse sick leave 
privileges should be counseled by their supervisors as to the conditions under which 
sick leave may be properly and honestly used. 

Postmasters are expected to advise fully all supervisors with respect to the 
policy and attitude of the Department toward the granting and use of sick leave. 

The potential value cf accumulated sick leave to the employee is obvious. 
Instances of abuse of sick leave coming to the attention of the Department will 
result in disciplinary action against the employees involved. 





Exuisit G 
{Excerpt from the Postal Bulletin, a Post Office Department publication, dated January 25, 1955] 
Sick LEaAvE 


Postmasters, Inspectors in Charge, and General Superintendents of the Postal 
Transportation Service are requested to give the widest practical circulation, 
including posting at all offices, to the following instructions: 

Recent reports and investigations by agencies of the Government have dis- 
closed abuses of sick leave by postal employees. It is important that all employees 
fully understand the seriousness of the abuse of sick leave and that corrective 
action be taken immediately to eliminate this grave condition. Such corrective 
action is the direct responsibility of postmasters, other officials, and supervisory 
personnel. 

Some of the more serious abuses are as follows: 

(1) The improper use of accumulated sick leave immediately preceding 
retirement. 

(2) The practice of using sick leave as it is accumulated, when absence is 
not due to illness. 

Sick leave is one of the most valuable and important benefits which the Federal 
Government provides for its employees. The law provides that unused sick leave, 
unlike unused annual leave, can be accumulated from year to year without restric- 
tion. By carefully conserving his sick leave, an employee may thus build up 
sufficient protection to keep him on the payroll through a long illness or the neces- 
sary time to recover from a serious accident: An employee who has not conserved 
his sick leave would have to be dropped from pay status as soon as his annual 
leave is exhausted. Every employee, therefore, owes it to himself and to his 
family to use sick leave only for its legitimate purpose and to conserve it as 
carefully as possible. 

Every official authorized to approve sick leave is required to assure himself that 
the claim is justified under the regulations. In all cases it is his duty to require 
the employee applying for sick leave to present such evidence as may be necessary 
to establish the legitimacy of the claim. In those cases where employees’ leave 
records disclose frequent use or possible abuse of sick leave, written evidence 
— be required in support of each absence, including absences of less than 

ays. 

The vast majority of postal employees understand the purpose of sick leave and 
are conscientious in its use. On the other hand, the misuse of sick leave consti- 
tutes a fraud against the Government, and disciplinary action must be taken 
against offenders on that basis. Instances of fraud against the Government by 
misuse of sick leave should be reported to District Managers, Postal Transporta- 
tion Service Division Superintendents, or, in the case of nonactivated regions, the 
Division of Post Office Personnel, for determination as to whether collection and 
prosecution should be instituted. 
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Exuisit H 


Unirep Srates Post Orrice, 
OFFICE OF THE POSTMASTER, 
Washington; D. C. 

Dear Sir: Reference is made to a letter from the Assistant Postmaster General, 
Bureau of Post Office Operations, Division of Post Office Personnel, dated May 
11, 1953 (posted on bulletin boards), having to do with annual leave advanced to 
certain employees before it is actually earned. 

In a careful search of the records I find that for a vear or more your attendance 
record has been unsatisfactory. The records show that you not only used all 
your annual leave but were in a nonpay status during part of that period. 

It therefore becomes necessary for me to advise you that effective _..._.-___, 
you will be granted annual leave only as it accrues to your credit. On and after 
that date and until such time as vour attendance record warrants all anniial leave 
taken in excess of that earned will be charged to leave without pay. When you 
have completed a continuous 12-month period without having been in a nonpay 


status this action will be rescinded. 
Earned each pay period 


LS-GAy S08 Ve DeMeeG es cos Zee randwad doa ceuaenees 4 hours 20 minutes 
DO-GAy inve PHAGE Ss oo sk eee ee cee 6 hours 40 minutes 
26-iny: len VE: CRACK iw kicked ct seipis ese daeaeueey 8 hours 40 minutes 


Very truly yours, 
, Postmaster. 





Exuisit I 


Unitep States Post OFrice, 
Division OF MAILs, 
Washington, D. C. 


Dear Stir: The attention of this office has been called to your unsatisfactory 
attendance record. 

It is necessary to inform you that a record of this kind is unsatisfactory and 
cannot be condoned by this office. You are warned that unless there is an 
immediate and continued improvement in your record, it will be necessary to 
recommend to the postmaster that severe disciplinary action be taken. 

Effective immediately all future absence on your part when scheduled for duty, 
including Saturdays, Sundays, and holidays, because of reported illness, sickness 
in family, or other reported emergencies, must be substantiated by satisfactory 
evidence. In those cases where personal sickness or sickness in family is reported, 
a doctor’s certificate covering the illness of the individual concerned must be 
submitted as evidence covering the complete period that you were absent from 
your seheduled tour of duty. Should you fail to submit the required evidence 
within 72 hours after your return to duty, the absence shall be considered as 
unauthorized and appropriate disciplinary action will be recommended. In 
addition, recommendation will also be made in such cases, where the absence is on 
Saturdays, Sundays, or holidays, that deduction be made from your salary for an 
amount equivalent to the number of hours you were scheduled to have performed 
service on those days. 

The above instructions will continue in effect until you have demonstrated over 
a period of at least 1 year that you can maintain a satisfactory attendance record 
when you are scheduled for duty. You will be notified by letter when your 
attendance record is considered satisfactory. 

Very truly yours, 


Superintendent of Incoming Mails. 
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Exursir J 


Unitrep Srates Post Orrice, 
Division or Malts, 
Washington 13, D. C. 

Dear Sir: Reference is made to a letter directed to you from this office under 
date of _.....__._, concerning vour unsatisfactory attendance record, and in 
which you were instructed to submit a doctor’s certificate as evidence covering all 
future absences on your part when scheduled for duty. 

The record of the postal cashier’s office indicates that during the period 
..--------, there was an improvement in vour attendance record. As a result 
thereof the instructions of _....__._., directing you to submit satisfactory 
evidence covering all absences when scheduled for duty, are canceled as of this date. 

However, it is only fair to warn you that a continuing check will be made on 
your attendance, and if it should again become unsatisfactory, instructions will 
be reissued for you to submit satisfactory evidence covering reported personal 
illness, sickness in family, or other reported emergencies. 

Very truly yours, 


Superintendent of Incoming Mails. 





Exurpit K 
Marcn 18, 1954. 
Mr. Georce E. Srarr, 
Postmaster, Seattle 1, Wash. 


My Dear Sir: The committee appointed for the purpose of investigating the 
use of sick leave by employees of the office wish to submit the following report: 

To arrive at an understanding of the situation, vour survey officers interviewed 
many of the supervisors and verified the sick leave records of numerous em- 
ployees who seem to be using sick leave contrary to the regulations which state in 
part, “Sick leave should be granted in all cases when an employee is physically 
incapacitated for the proper performance of his duties.” 

The records indicate that approximately 10 percent of the employees of this 
office use their sick leave as it accumulates, a number of them using 4 hours sick 
leave each pay period. 

There is a small group of these employees who, by reason of some chronic 
affliction, may have some justification for the frequent use of sick leave; however, 
the greater number of those who have acctimulated little or no sick leave evi- 
dently are violating the regulations governing the granting of sick leave 

Various reasons for the use of sick leave were given by employees interviewed. 
Some feel that sick leave is given to be used as they see fit and that it is not 
necessary to be physically incapacitated or perhaps it would be more correct to 
say that with these employees physical incapacity includes very minor indispo- 
sitions. Some resort to claimed illness in order to get time off when no replace- 
ment for unscheduled annual leave is available, and in some instances, illness in 
the employee's family prompts him to take sick leave for the purpose of caring 
for those who are ill. 

Where there are large groups of employees there seems to be a greater tendency 
to use sick leave for the most trivial reason, apparently those in small groups feel 
a greater responsibility for maintaining the routine service, while those in the 
larger groups feel that they will notebe missed. 

Most are familiar with the regulations governing the granting of sick leave 
but feel that no one is much concerned with the validity of their clatms of illness. 

There is reason to believe that the supervisory force is not without responsibility 
for the unsatisfactory situation so briefly outlined above, and employees have 
stated that they have received the impression that as long as they notified the 
office prior to their scheduled reporting time that they would not be able to report 
because of illness the supervisors were not interested as to whether they were 
really ill or just wanted a day off. 

Your survey officers are of the opinion that the first step toward improving the 
conditions noted should be to impress all supervisors with the importance of their 
attitude, responsibility, and authority in recommending that sick leave be granted 
or withheld. 

It is believed that not enough attention has been given, or significance attached, 
to the regulations governing the granting of sick leave, especially the last para- 
graph of chapter II, article 96, subsection d, which states in part, “Consideration 
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should be given to all the circumstances connected with the absence, together with 
the past sick-leave record of the employee’’; this provision clearly imposes upon 
the supervisor the duty of refusing to recommend the granting of sick leave if the 
circumstances warrant. 

Your committee believes that our whole personnel, both supervisory and sub- 
ordinate, have failed to understand and comply with the full intent of the regula- 
tion governing the granting of sick leave with pay. For this reason it is believed 
that a special effort should be made to obtain conscientious compliance with the 
regulation governing the granting of sick leave; pending this vigorous informational 
effort no general imposition of penalties for irregular use of sick leave should be 
made. Approximately 2 weeks should be sufficient time to place the proposed 
program in effect, after which the regulations should be strictly enforced. 


RECOMMENDATIONS 


1. It is recommended that a letter over your signature be sent to each supervisor 
directing his attention to this matter, outlining his responsibility, and instructing 
him to make every effort to improve the situation. 

2. Instruct each employee who claims that some chronic physical condition 
makes necessary the frequent use of sick leave to file ‘a statement by a reputable 
physician in support of his claim. These statements should be subjected to care- 
ful scrutiny and not accepted without questioning the employee concerning the 
seriousness of his physical cond on. 

3. Publish a forceful notice in the general order on the use and abuse of the 
sick leave privilege. 

4. Send a letter over your signature to each employee who at the present time is 
considered to be abusing the sick-leave privilege. 

5. Have the payroll section furnish the general superintendents of mail and 
finance at the end of each quarter with a list of those employees who have not 
filed physicians’ statements and are frequently using sick leave. 

6. Instruct immediate supervisors to report on each employee who is absent 
from duty and who has not kept the office informed concerning his condition and 
the date of his probable return to work. 

7. Interview new employees who immediately begin to use sick leave 
frequently. 

8. Request personnel to place more emphasis upon instruction of new em- 
plovees concerning the proper use of sick leave. 

We wish to express our appreciation for this assignment and hope that our 
efforts may result in improvement of attendance records. 

Sincerely, 








’ 
Foreman, Personnel Section. 





Secretary, Branch 79, NALC. 





Secretary, Local 25, N FPOC. 


Assistant General Superintendent of Mails. 





Exarsir L 


Unrrep States Post Orrice, 
Seattle 4, Wash., March 24 1954. 


NOTICE TO ALL SUPERVISORS 


It is a matter of record that a number of employees are using their sick leave as 
it accumulates. The frequency of time off because of reported illness, the recurring 
instances of absence because of illness on weekends and other evidence indicates 
that some employees have been abusing the sick leave privilege. 

It should be thoroughly understood by all supervisors that “Sick leave shall be 

STE, eins sc Semsieons because of illness or need for examination or treatment” 

ch, II, art. 964—POM) _ In other words, illness or need for examination or 
treatment are absolute requirements for the granting of sick leave. 

The same article in the Manual also states, ‘Consideration should be given to 
all the circumstances connected with the absence together with the past sick-leave 
record of the employee in determining the merits of each case.” 
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It will be apparent to all concerned that it is the responsibility of each supervisor 
to make an effort to “determine the merits of each case’’ when claims are made 
for sick leave. 

If there is a reasonable doubt as to validity of a claim for sick leave, the em- 
ego should be required to furnish a doctor’s certificate even for an absence of 
ess than 3 days or be carried on annual leave or without pay for the period of 
absence. : 

In accordance with the Post Office Manual as cited above, supervisors are in- 
structed to give more than perfunctory or routine attention to this matter. 

Occasionally an employee reports in sick and fails to contact the office again, 
sometimes for weeks. In such cases, after 5 days of absence, a report of the 
matter should be made to the general superintendent. 

Whenever circumstances warrant, the provisions of the efficiency appraisal 
system should be invoked in order to secure compliance with the regulations 
governing the granting of sick leave 

Geo. E. Srarr, Postmaster. 


Exuipit M 


Unitep States Post Orrics, 
Seattle, Wash. 

My Dear ——— It has been reported to me that you have been frequently 
absent from duty because of illness. 

That some employees have failed to conserve their sick leave has been a source 
of concern to me. In order that you may be protected financially in the event of 
serious illness, I am taking this means of directing your attention to the matter 
so that you may have an opportunity to take appropriate action. 

There is no disposition on the part of anyone at this office to make it difficult 
or unpleasant for employees who find it necessary to apply for sick leave; however 
it is difficult to understand why it is necessary for some to use all such sick leave 
as it accrues. 

The regulations state that sick leave should be granted when an employee is 
“physically incapacitated for the proper performance of his duties” and respon- 
sibility is placed directly upon me to see that the “sick leave privilege is not 
abused.” It is evident that the term “physical incapacity” is so liberally inter- 
| mae by some employees as to include very minor indispositions which it is 

lieved should not necessitate absence from work nor constitute incapacity to 
properly perform their duties. 

I am sure you will understand that to properly discharge my responsibility 
it is incumbent upon me to mention this matter, and urge upon you the importance 
of building up your sick leave reserve. 

It is suggested that you read and study chapter I], article 96, section D of the 
Post Office Manual, so that you may have a thorough knowledge of your sick 
leave rights and responsibilities. 

Sincerely, 
Geo. E. Starr, Postmaster. 





Exuisit N 
Aveust 10, 1954. 
GENERAL FoREMAN, 
Terminal Annez, Seattle, Wash. 

Dear Sir: On March 24, 1954, a letter was directed to all supervisors instruct- 
ing them to give close attention to the use of sick leave by employees under their 
supervision. 

uring the June quarter there has been considerable improvement in the use 
of sick leave, however, it is believed that further improvement can be made. 

The following list of employees comprises those under your supervision who 
have exhausted their sick leave to the extent that less than 10 hours of earned sick 
leave remain to their credit: 

Employee ‘ 


C 
D 
Please interview these employees concerning their frequent use of sick leave and 
endeavor to impress upon them the importance of conserving such leave. 








UNIVERSITY OF MICHIGAN LIBRARIES 





22 LEAVE PRACTICES IN POST OFFICES 


Those employees listed who, in your considered judgment, are justified in their 
frequent use of sick leave need not be interviewed. 

It will be appreciated if you will submit a report to me stating what action you 
have taken in this matter and indicating those on the list who have not been 
interviewed and why. 

Sincerely, 


Assistant General Superintendent of Mails. 





Exurisit O 


{Excerpts from the M, H. News, a publication of branch 29—National Association of Post Office and Postal 
Transportation Service Mai! Handlers—Cleveland, Ohio, dated December 5, 1954] 


Sick LEAVE 


From our national office comes the report that the post office and PTS mail 
handlers are abusing their sick leave. They are asking the association to cooperate 
with the Department in this serious matter. Many employees regard sick leave 
as extra holiday. You are subject to removal and heavy penalties. In the Post 
Office Department this office reports that some mail handlers are constantly 
taking 1 and 2 hours off, and our record is the worst of all groups. Local No. 29 
knows some of the reasons why this condition exists. We are asking you to coop- 
erate with the local office and the Department to cut down on this abuse of sick 
leave. Your officers are doing all they can to rectify certain conditions. Sick 
leave is the best insurance you can have. 


WATCH THIS 


The grapevine reports (and this comes from the horse’s mouth) the office is 
going to crack down on payday and abusive sick leave excessive absenteeism, loiter- 
ing, loud, and boisterous conduct and sleeping on the job. Try to keep your 
record clean. 

WARNING 


Watch your sick leave; do what vou are told to do; then make your complaint 
if you think your supervisor was wrong. 
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EXHIB 


1r P 


St. Louis post office employees on leave without pay being paid for Saturdays, 
Sundays, and holidays by working either the day before or after the weekend or 
holiday, Jan. 1-Nov. 15, 1954 





Employee 











Produc- Pay- 














O 


Payroll 
tive | status period Remarks 
hours hours ended 
8 24 | Jan. 31,1954 | Includes 2 weekends, 
x "anna 
8 24 | Feb. 15,1954 
8 24 | Mar. 15, 1954 
8 24 May 15,1954 
s 24 | June 30, 1954 
8 24 | Aug. 31,1954 
S 24 | Oct. 15,1954 
S 24 | Nov. 15,1954 
10 26 | Sept. 31,1954 | 
" 9 , 4 
. 32 os ye _— \ineludes 2 weekends; holiday on Monday. 
S 32 | Sept. 15,1954 | Holiday on Monday. 
Laren 24 | June 30,1954 | Sick leave on Friday; leave without pay on Mon- 
day, 8 hours. 
nen Pe : 24 July 15,1954 | Holiday on Monday; worked on Tuesday. 
€ » 9 € 
4 4 oe neludes 2 weekends 
s 24 | Aug. 15,1954 | 
8 24 | Apr. 30,1954 | 
2 18 ao: i} Do. 
8 24 | Mar. 15, 1954 | 
ll 27 | Mar. 31,1954 | 
4 7 Be oe _ \s hours sick leave on Monday; includes 2 weekends. 
s 24. May 15,1954 
; = —_ > see lincludes 2 weekends; holiday on Monday. 
> ay 
: br Sewer Vache \includes 2 weekends, 
8 32 | July 15,1954 | Holiday on Monday. 
8 24 | Aug. 31, 1954 | 
8 24 | Sept. 15, 1954 
8 24) Oct. 15,1954 
8 24 | Oct. 31,1954 
& 24 | June 15,1954 
6 22 | June 30,1954 
8 24, Apr. 30, 1954 | 
ay 25 | Sept, 30, 1954 \s hours sick leave on Friday, includes 2 weekends 
8 | _ Lao eae 
8 | 24 | Oct. 15, 1954 
| 9 x 10 
: = Se SY \includes 2 weekends. 
8 24 Apr. 30,1954 | Worked 3 hours on Friday and 5 hourson Monday 
8 32. May 31,1954 Holiday on Monday. 
8 24) June 15, 1954 
+ 24 | June 30, 1954 | 
8 24 | July 31,1954 
8 24 Aug. 31, 1954 
8 24 «Sept. 30,1954 | 
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LETTER OF SUBMITTAL 





House or REPRESENTATIVES, 
ComMITTEE ON Post OFrFice AND CIvIL SERVICE, 
Washington, D. C., April 21, 1956, 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, Washington 25, D. C. 

Dear Mr. Speaker: By direction of the Committee on Post Office 
and Civil Service, I submit herewith the Report of Progress on Gen- 
eral Accounting Office Recommendations To Improve the Financial 
Management of the Post Office Department by the Comptroller 
General of the United States. The report covers the period April 25, 
1953, through February 28, 1955. 

This report of the Comptroller General follows up action taken on 
a survey of Post Office Department accounting procedures which was 
conducted by the General Accounting Office at the request of a Postal 
Operations Subcommittee of the House Post Office and Civil Service 
Committee. The first report containing recommendations for im- 
proved accounting procedures is printed as House Report 367, 83d 
Congress. 

This report of the Comptroller General states that “a well conceived 
plan for accounting improvement and an orderly method for its 
installation has been developed by the Post Office Department.’’ 
It also contains reference to 36 recommendations embodied in House 
Report 367 and points out that 12 of those recommendations have 
been adopted and are in actual practice, 6 are partially carried out, 
and no action has been taken on 8. 

As a result of the adoption of these recommendations, either in 
whole or in part, estimated annual savings amounting to $7 million 
have been achieved, nearly all of which are recurring annual savings. 

Sincerely yours, 
Tom Murray, Chairman. 
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LETTER OF TRANSMITTAL 





GENERAL ACCOUNTING OFFICE, 
CoMPpTROLLER GENERAL OF THE UNITED STATEs, 
Washington, March 30, 1958. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: Herewith is a copy of our Report of Progress 
on General Accounting Office Recommendations To Improve the 
Financial Management of the Post Office Department for the period 
April 25, 1953, through February 28, 1955. This audit was made by 
our Division of Audits pursuant to the provisions of the Post Office 
Department Financial Control Act of 1950 (389 U.S. C. 794). 

A copy of this report is being sent today to the President, United 
States Senate. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Enclosure. 
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Mr. Murray of Tennessee, from the Committee on Post Office and 
Civil Service, submitted the following 


GENERAL ACCOUNTING OFFICE’S REPORT ON THE FINANCIAL 
MANAGEMENT OF THE POST OFFICE DEPARTMENT 


vir 
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General comments 
Requirements of the Post Office Department Financial Control Act of 1950_ 
Long-range objectives: 


CONTENTS 





Consolidate responsibility for all financial management functions under 
the direction of one official at the top level of management_______ 
Establish an internal audit organization to report to the highest au- 
thority in the Department consistent with good administration___ 
Concentrate accounting activities at those points where operations are 
CNR a elle esi oO Se ne cn cen ad eu cia shadwaenearcna 
Design and install an integrated accounting system which will serve 
IE al dia ee at ae nade dadanioseGakuucaeucutucas 
Develop work-measurement standards_-_-__............---------.--- 
Require all personnel performing accounting operations to meet civil- 
service standards for accounting positions 


Transition stage: 


Recruit a professional accountant of proven ability to plan and direct 
the accounting improvement program. ----__.....-.------------- 
Develop a list of projects to achieve the ultimate objective ___-_-_.--- 
Transfer to regional offices all financial functions presently performed 
by post offices which are not associated with their primary respon- 
RINNE abi Vast aes Dota d cece G ten cone bae neta badeuawee 
Coordinate all internal audit functions 


Immediate projects: 


Reduce number of officials authorized to incur obligations and make 
Ce INN ee oe. tae nawa et as aeseuoelesetannnheds 
Reduce number of allotment accounts___-_--__..-....--.---------- 
Center in one office the final authority to grant allowances to the field_ 
Eliminate from budget and appropriation processes disbursements 
which do not represent expenses... _._.............-.--..----.... 
Develop standards to guide the granting of allowances to the field _ _- 
Deposit receipts at the earliest stage to avoid repetitive counting_ __-_ 
CORON Gar CRN BOODUIOR 66a ori oti aacnewannnadwddacnancues 
IR UN aa ga cacti 
Establish accounting coatrol over all stocks of accountable paper- - -- 
Simplify control procedures over income not involving valuable paper 
RII ek. ose od on eS a oe 8 aie aaa eal 
Simplify paperwork __-- -- 
Consolidate reports - - 
Eliminate formal accounting (report) by district post offices_ 
Establish a pay lag- - - -- 
Centralize payroll operations for small post offices in regional account- 
ing offices_____--- Siti a i tata 
Discontinue preparation “of certain earning z statements___- 
Elimirate duplication of retirement re cords - ee 
Discontinue payment of salaries in cash - -- - 
Centralize departmental payroll operations - - - - - Peay 
Delegate authority to make automatic promotions_. ~~~ ~~~ -. 
Review the need for the Postal Savings System___- Ae 
Simplify procedures for maintaining depositors’ accounts___..__.__- 
Prescribe standards for establishment of ee post offices__- --- 
Destroy old certificates. _..-....------------ 
Adopt an aggressive program for the enactment or Tepeal 0 of legislation 
to improve financial administration - _- ~~ ~~ ------ Naina 
Adopt a biweekly pay peried__.----.--------- ae 


Exhibit 


1. Organization chart of Bureau of Finance_------ pie Se eee 
2. Organization chart—Washington region. __.------------------------ 
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REPORT OF PROGRESS ON GENERAL ACCOUNTING OFFICE 
RECOMMENDATIONS TO IMPROVE THE FINANCIAL MAN- 
AGEMENT OF THE POST OFFICE DEPARTMENT FOR THE 

PERIOD APRIL 25, 1953, THROUGH FEBRUARY 28, 1955 


GENERAL 





COMMENTS 






In April 1953, the General Accounting Office made a report (H. 
Rept. 367, 83d Cong., Ist sess.) to the Committee on Post Office and 
Civil Service, House of Representatives, and the Postmaster General 
on the evaluation of the progress of the Post Office Department in 
carrying out its responsibilities under the Post Office Department 
Financial Control Act of 1950 (89 U.S. C. 794). The report directed 
attention to the fact that the Department’s accounting system was 
neither adequate nor efficient and that the minimum requirements of 
the act had not been met. The General Accounting Office made 36 
recommendations designed to improve financial management in the 
Post Office Department. 

A well-conceived plan for accounting improvement and an orderly 
method for its installation has been developed by the Post Office 
Department. To accomplish this, the Department engaged a firm 
of publie accountants to act as consultants and asked for and received 
assistance from the General Accounting Office. The Postmaster 
General and the consultants are to be commended for the progressive 
attitude displayed in the formulation of improved financial and ac- 
counting systems and for the marked progress since May 1953. While 
basic plans have been formulated and certain phases of the plan put 
into operation, a great task remains to be done before the objectives 
of the plan are fulfilled. This comment applies to those procedures 
put into effect as well as to those which are in either the experimental 
or planning stage. Complete installation of an improved accounting 
system will take a number of years and will necessitate constant 
review in order to make appropriate adjustments due to changing 
conditions and requirements. 

Progress by the Department in adopting recommendations con- 
tained in our report of April 1953, the substance of which was the 
nucleus of the plan for accounting improvement, and our appraisal 
of the new procedures begins on page 2 of this report. 

The 36 recommendations made in the April 1953 report were ac- 
cepted in principle by the Department and expanded to about 160 
related projects. Of the 36 recommendations, 12 have been adopted 
and are in operation, 16 are partially completed, of which 1 requires 
legislation before it can be accomplished, and 8 have not been acted 
upon. Two of the eight projects which have not been acted upon re- 
quire legislation which the Department has advocated. It should be 
understood that, with respect to those recommendations that have 
been adopted, continuing review of the effect of the new procedures 
should be made in order to keep abreast of changing conditions and 
the current needs of management. 
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As a result of the adoption of the above recommendations, either in 
part or in their entirety, and as a result of audit findings to date, esti- 
mated annual savings amounting to about $7 million have been 
achieved, of which $6,900,000 are recurring annual savings. Potential 
savings which cannot be estimated at this time will be achieved upon 
completion of all planned improvements in accounting and financial 
management. 


REQUIREMENTS OF THE POST OFFICE DEPARTMENT FINANCIAL CONTROL 
ACT OF 1950 


The Post Office Department Financial Control Act of 1950 trans- 
ferred to the Postmaster General administrative, accounting, and 
reporting functions previously performed for the Department by the 
General Accounting Office. The act places upon the Postmaster Gen- 
eral responsibility for the establishment and maintenance of an ade- 
quate and efficient system of accounting and internal control, and 
requires the Comptroller General to approve the accounting system 
when he deems it to be in conformity with the accounting prineiples 
and standards prescribed by him. The act also requires the General 
Accounting Office to audit financial transactions of the Post Office 
Department and, in determining the extent of the examination, to 
give due regard to the adequacy of the system of accounts and internal 
control maintained. 

Before the enactment of the Post Office Department Financial 
Control Act of 1950, the audit by the General Accounting Office was 
concerned primarily with the personal accountability of postmasters 
and other accountable officers. Under the authority and responsi- 
bility imposed on the Comptroller General by the act, the Post Office 
Department was placed under a comprehensive audit which has as its 
primary objective a determination of how well an agency has dis- 
charged its financial responsibilities. The comprehensive audit in- 
cludes an evaluation of the accounting system and management or 
internal controls over activities, and an examination and verification 
of financial data, accounts, individual transactions, and settlement of 
accountable officers’ accounts. 


LONG-RANGE OBJECTIVES 


1. Consolidate responsibility for all financial management functions 
under the direction of one official at the top level of management 

This recommendation was made in view of the fact that respon- 
sibility for financial management of the Post Office Department was 
dispersed among several bureaus and offices and that adequate finan- 
cial control could not be attained betore a reassignment of financial 
functions. 

Responsibility for financial management has been assigned to the 
Assistant Postmaster General and Controller, a position created No- 
vember 1, 1954. This official is head of the Bureau of Finance to 
which has been assigned functions normally associated with the offices 
of treasurer and controller in large industrial-type organizations. 
position of Deputy Controller has been created also to render major 
assistance to the Assistant Postmaster General and Controller in 
carrying out the assigned responsibilities of the Bureau of Finance. 
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The duties of Controller and Deputy Controller require professional 
training and ability. One of the principal aepeaiiidios of the Con- 
troller and Deputy Controller is to furnish management with reliable 
accounting, budgeting, financial, and cost information on a continuing 
basis. The Controller’s organization should perform no operating 
function. 

Of prime importance is the principle of continuity in the top posi- 
tions of the Controller’s organization. We believe that as a minimum 
the positions of Deputy Controller and below should be considered as 
career positions. In this way the execution of long-range plans for 
improvement in accounting and financial reporting is assured and the 
maintenance and enforcement of sound accounting principles on a 
consistent basis are achieved. 

The Bureau’s functions include accounting, budget, cost analysis, 
systems and procedures, internal audit and disbursement, collection, 
and deposit of funds. A chart of the present form of organization is 
included in this report as exhibit 1. The planned organization estab- 
lishes functional responsibility for proper internal control. The plan 
of organization when in full operation should afford management 
proper financial control; however, much remains to be done to obtain 
adequate staffing in the Bureau and seasoning of newly developed 
procedures to provide effective management controls. Regional con- 
troller offices have been designated in 15 principal cities. The regional 
controllers are a part of the regional directors’ organizations but are 
technically responsible to the Assistant Postmaster General and Con- 
troller. (See exhibit 2.) 

While necessary organizational elements have been provided within 
the Bureau of Finance to fulfill a controller-type organization, certain 
key positions have not been filled. The position of Deputy Controller 
is vacant. Staffing of additional qualified personnel in the Divisions 
of Cost Analysis and Internal Audit is progressing slowly. 

Accounting operations being performed in the Bureau of the Chief 
Post Office Inspector and the Postal Transportation Service have not 
been transferred to the Bureau of Finance. The Chief Inspector’s 
Office still maintains budgetary records and detail accounting for 
collections and disbursements relating to inspection cases. Postal 
Transportation Service field offices prepare their own payrolls and 
audit invoices for transporting the mails before payment. 


2. Establish an internal audit organiza‘ion to report to the highest 
authority in the Department consistent with good administration 
This recommendation was made because of the need for a consolida- 
tion of internal auditing in one organization. The internal audit 
function is most effectively carried out when it is assigned to one 
group where all areas of internal audit can be coordinated and where 
the audit program will be conducted by technically qualified auditors 
to meet professional audit standards. 

At the time we made our recommendation, internal audit functions 
were divided among four bureaus. The Inspection Service made 
annual inspections of post offices which included examination of 
financial condition and certain transactions. The Bureau of Accounts 
(now Bureau of Finance) audited postmasters’ accounts and certain 
departmental financial operations. The Bureau of Finance audited 
financial transactions for second-class mail matter. Auditors and 
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station examiners at large post offices examined and verified transac- 
tions and inventories for the postmaster. 
A Division of Internal Audit was established in the Bureau of the 


‘Controller (now Bureau of Finance) in June 1953 and a Director was 
appointed in March 1954. The Division has responsibility for all 


internal audit operations in the postal establishment and for deter- 
mining the adequacy and effectiveness of internal control. Actual 
development of the audit staff is progressing slowly. Although a goal 
of about 100 auditors has been set by the Post Office Department, 
about 40 have been recruited since the Division has been established. 

The Department has emphasized the recruitment of staff for the 
Division of Internal Audit and the conduct of limited special examina- 
tions with the few auditors it has been able to obtain. Internal audit 
offices are functioning in Chicago, Atlanta, San Francisco, and 
Kansas City. Plans have been made for the establishment of an 
additional office in New York City. In addition, subofflices are 
planned in 11 principal cities which will include all regional head- 
quarters offices. 
3, Concentrate accounting activities at those points where operations are 

controlled 

This recommendation was made because of the practice of concen- 
trating much of the detail accounting at headquarters in Washington, 
D. C., and the requirement that the 41,000 (now about 39,000) post 
offices maintain certain accounting records for the compilation of 
data required to be reported to Washington. Since no recognition 
was given to the management needs of post offices of different sizes, 
it was believed that an unnecessary burden was being placed on most 
postmasters, especially those of the third and fourth class. 

Regional controllerships, to replace the regional accounting offices, 
are being established in the proposed 15 regional headquarters offices. 

The activities of regional accounting offices were confined to auditing 
postmasters’ accountability reports and reconciling money orders. 
Under regional controllership organizations, their activities are 
expanded to include direction of the accounting, budget, and cost 
analysis functions in their assigned geographical areas. Responsibility 
for detail accounting pertaining to field activities is being placed in 
the regional controllerships. 

Effective July 1, 1954, a home-branch office system of accounts was 
established between the Washington headquarters and the regional 
accounting offices. Under this system the headquarters office main- 


‘tains adequate accounting control over field operations but is relieved 


of the burden of keeping detail accounts. At the same time the 
regional accounting offices should have sufficient information for 
rendering valuable services to regional management. 

A program for making disbursements at 15 regional headquarters 
offices is being developed. Disbursements for 15 percent of the pay- 
rolls are being made in regional offices. The procedures covering 
other disbursements are being tested. The regional disbursing 
function is under the regional controller. With a system of centralized 
disbursements it will be possible to eliminate much of the accounting 
being performed by third- and fourth-class post offices. However, 
no change in the accounting responsibilities of postmasters has 
‘been made, and they are still rendering the same periodical detailed 
reports on postal business to regional offices. 
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4. Design and install an integrated accounting system which will serve 
management 

This recommendation was made because of the failure of the Post 
Office Department to provide an accounting system capable of 
providing useful and timely information for the guidance of manage- 
ment and failure to incorporate into a single set of accounts its cost 
and appropriation accounting. The accounting system in effect at 
the time of our recommendation was maintained for producing 
information of an historical nature, controlling personal accountability 
of postmasters and other accountable officers, and determining that 
appropriations had not been exceeded. 

The system of accounts established on July 1, 1954, has enabled 
the preparation by the Post Office Department of monthly financial 
statements of a type closely resembling those prepared by large indus- 
trial-type corporations. ‘The statements include the results of opera- 
tions by postal region and by class of post office within each region. 

Generally the basic plan of the system of accounts is satisfactory 
and is a vast improvement over the old system; however, it still is in 
the development stage and faces the problems usually associated with 
large-scale accounting installations. 

The system includes a provision for budgetary accounts to control 
expenses. Complete integration of detail cost accounts with the ac- 
counting system has not been made. For example, our review of cost 
accounting performed at motor-vehicle centers disclosed that the 
accounting was being conducted on an independent basis with no 
reconciliation with the expenditure accounts of the disbursing post- 
masters. In addition, the system does not yet provide control over 
such significant items as inventories at supply depots and shops or 
over buildings and equipment. 

Establishment of an improved system of accounts should be accom- 
panied by an assurance on the part of management that general ledger 
balances forwarded from accounts under the former system are valid, 
otherwise, financial reports prepared therefrom cannot be said to 
contain accurate and meaningful data. 

Deficiencies in general ledger balances controlling assets and liabili- 
ties were brought to the attention of the Department by our letter of 
July 21, 1953. However, corrective action has not been taken, with 
the result that financial statements now being prepared for manage- 
ment contain some information that cannot be relied upon. For 
example, monthly financial statements produced by the Department 
since July 1, 1954, contain an amount in excess of $8 million that has 
been arbitrarily charged to postmasters’ accountability. This differ- 
ence arose because of a disagreement between the amount in the gen- 
eral ledger at Washington headquarters representing the liability for 
money orders sold, and the amount reported by the regional account- 
ing offices for the same account. The difference has not been recon- 
ciled. In addition, there is no assurance that balances appearing as 
“Cash—Postmaster General’s Checking Account—United States 
Treasury” are valid since amounts transferred to that account from 
general ledger accounts of the former system were merely consolidated 
without reconciliation. 

Development of further necessary procedures to provide a com- 
pletely integrated system of accounts, including centralized disburse- 
ments and direct deposit of postal funds, are discussed in recom- 
mendations 3, 9, 16, 17, 18, 23, and 25. 








UNIVERSITY OF MICHIGAN LIBRARIES 


6 FINANCIAL MANAGEMENT OF THE POST OFFICE DEPARTMENT 


5. Develop work-measurement standards 


This recommendation was made because individual post-office 
personnel requirements, both as to numbers and grades, were left 
largely to the discretion of postmasters, subject to only rather cursory 
reviews and arbitrary limitations imposed by the Department. The 
controls exercised by the Department over post-office complement 
were not based on established standards. 

One of the most important requisites to effective management 
control is a predetermination of what is expected of an employee, 
i. e., the setting of work-measurement standards. Such standards 
should be used in determining personnel requirements and in evalu- 
ating efficiency. 

Since our recommendation was made, the Department recognized 
the potentialities offered by the adoption and proper application of 
work-measurement standards. The principle has been applied at the 
mail-equipment shops. 

The Department has been conducting experiments and studies at 
selected post offices for the purpose of developing work-measurement 
standards. The experiment is being conducted at 55 postal installa- 
tions in 41 cities where the annual postal receipts exceed $1,500,000. 
Although the experiment has been going on for well over a year, the 
project is still considered to be in an experimental stage and no time 
limit, as such, has been set for the conclusion of the project. The 
studies to date have resulted in the reduction of certain operating 
costs at some individual post offices. No attempt has been made to 
install the intermediate improvements on a national basis. 

We are of the opinion that the Department, with the knowledge 
gained, should develop, as soon as possible, national work-measurement 
standards within prescribed limits, such as size of postal installation, 
similarity of plant layouts, and type of employees (age and sex). 
We believe that the information obtained by the Department after 
a year’s study should be adequate for the establishment of the neces- 
sary standards. Once the standards have been established, continuing 
reviews should be made to determine the adequacy of the standards 
in light of prevailing conditions. 


6. Require all personnel performing accounting operations to meet civil- 
service standards for accounting positions 


This recommendation was made because employees were assigned 
to accounting positions without regard to their technical qualifications. 

Through the cooperation of the Civil Service Commission, the 
Department has succeeded in establishing necessary educational and 
experience prerequisites for accounting and auditing positions in the 
Bureau of Finance. These prerequisites apply to positions at the 
regional controllerships as ibe at Washington headquarters. They 
do not affect the classification of employees in the postal field service. 

Postal field service employees are classified and paid according to 
the provisions of the Postal Pay Act of July 6, 1945 (39 U.S. C. 851). 
Under the act, the largest group of employees are classified as clerks 
even though they may be assigned to accounting, auditing, or other 
types of positions requiring technical training. Ks a rule, employees 


so assigned are without the qualifications normally required for such 
positions. Our recent survey of the motor-vehicle accounting system 





le 
W 
p 
A 


p 





FINANCIAL MANAGEMENT OF THE POST OFFICE DEPARTMENT 7 


in operation at Miami and Jacksonville, Fla., disclosed that the 
employees, generally, do not have accounting training or experience 
poe are not qualified to perform satisfactorily the duties assigned. 

In line with our recommendation, the Postmaster General proposed 
legislation providing for a reclassification of postal employees in House 
bill 2987, 84th Congress, Ist session. Enactment of this bill into law 
would permit the Postmaster General to recruit technically qualified 
people for technical positions in the field service. The General 
Accounting Office is in favor of legislation which would provide that 
only technically qualified employees may be employed in technical 
positions of all types throughout the postal establishment. 


TRANSITION STAGE 


7. Recruit a professional accountant of proven ability to plan and direct 
the accounting improvement program 

This recommendation was made because of the absence in the 
Post Office Department of a professionally qualified official capable 
of administering an accounting improvement program of the magni- 
tude contemplated. In order to facilitate the carrying out of the 
program, it was recommended that the individual appointed should 
be completely free of operational responsibilities. 

In May 1953 the Postmaster General engaged Alexander Grant & 
Co., a firm of public accountants, to develop and recommend improved 
accounting and auditing systems for the Department and its field 
services. He also called upon the Comptroller General for advice 
and assistance in this program. The Comptroller General, through 
the systems and audit staffs of the General Accounting Office, has 
been actively cooperating with personnel of the Department and 
the consulting firm in the development of this accounting improve- 
ment program. 

A comprehensive accounting improvement program has been 
developed and substantial progress has been made in carrying it out 
with the aid of outside assistance. However, it is essential that an 
executive accountant be employed in order to provide competent 
day-to-day direction of the accounting-improvement program and to 
administer the controller functions in accordance with the established 
plan. Under this plan, a deputy controller will be the chief accounting 
officer of the Department and will provide continuity in the manage- 
ment of the accounting functions of the Bureau of Finance. This 
position has been established by the Department, but the job has 


not yet been filled. The deputy controller position should be filled 
without delay. 


8. Develop a list of projects to achieve the ultimate objective 

This recommendation was made to insure an orderly approach to 
the development of a program for improving the accounting, auditing, 
and financial operations of the Post Office Department. Such a list 
of projects has been established and provides for consideration of 
recommendations made by the General Accounting Office, congres- 
sional committees, and commissions. 

The list consists of 118 open projects in various stages of completion. 

1 projects are planned for completion on December 31, 1955, with 
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the exception of those requiring legislation and those of a continuing 
nature. Following is a summary of the projects by major categories: 


Number of 

Description projects 
Organization and staffing_---...--.--.------- bine hogs ema ae Lemme mage 
Accounting, cther than payrolls-_ -_------- =< oR ee ie a 25 
Payroll accounting and disbursements-_- ~~. .--.---.---------- Se) Wy 
Control over receipts and disbursements _- SRSEe Serge Ee Tee away weit 16 
DRADES DEGGIE io ons ob os Sino el 8 KT BO meee ee eab as See ce 
Centralized disbursements. - - “ a 3 
Simplification of operations - - : 15 
Audit programs - - - AF aed PRES AS LE . oar! B 
Budget ___ pag ts aa ae Ldehe win wiew bbe 5 
Postal Savings System _ - - Koes 3 
gi | eepar : wtuteawese LIB 


9. Transfer to regional offices all financial functions presently performed 
by post offices which are not associated with their primary 
responsibilities 

This recommendation was prompted by the observation that certain 
post offices were periorming services for the Department which had little 
relationship to their normal functions. For example, 57 of the largest 
post offices were designated for paying indemnity claims, 50 for paying 
salaries of rural carriers, and 15 for paying salaries and travel expenses 
of Postal Transportation Service and Inspection Service employees. 

The recommendation has been accepted in principle. Regional 
disbursing offices are planned in the proposed 15 offices of regional 
controllers. Their functions will include the disbursement of vir- 
tually all expenses of all post offices and other postal field offices 
located in geographically assigned areas. At present, disbursement 
activities are confined to selected payrolls at the regional offices and 
testing disbursing procedures covering certain other payments. 

At the time our recommendation was made, district (second, third, 
and fourth class) and small first-class post offices transmitted their 
surplus funds to 56 of the largest post offices designated to receive 
such funds for subsequent deposit with the Federal Reserve banks. 
As a result of the adoption of an improved procedure requiring all 
post offices to deposit surplus funds directly with Federal Reserve 
banks, the Department has been able to produce annual savings of 
about $2,500,000 through the elimination of personnel at the 56 
specially designated post offices which formerly were assigned responsi- 
bilities relating to the receipt and deposit of funds from other offices. 

While the number of post offices designated for paying indemnity 
claims has been reduced from 57 to 15, the objective of the recom- 
mendation has not been fully accomplished since the activity still is 
being performed by post offices. The Department intends to transfer 
this function to the regional offices in the near future. There are 
about 500,000 indemnity claims paid annually, amounting to about 
$4,500,000. About 150,000 patrons file claims for indemnities in 
amounts not exceeding $5 and an additional 120,000 file claims 
between $5 and $10. The Department believes that more expeditious 
handling of claims results when these claims are concentrated in the 15 
large post offices now designated as indemnity paying offices and 
that there is more uniformity in application of rules and regulations. 
The benefits to be derived from centralization of this function should 
be carefully observed to preclude the occurrence of excessive delays in 
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payments to patrons and duplication of functions at post offices and 
regional offices. In order to simplify the presentation of a claim by 
the patron, the Department has revised requirements by eliminating 
requests for nonessential information from the claim application. 
In addition, it has instructed postmasters at claims-paying offices to 
accept statements from claimants as to the value of the items claimed 
without further documentation where small amounts are involved. 

The number of post offices distributing accountable paper has 
been reduced from 56 to 20; however, this activity is still being 
performed by post offices. 

Supply centers have been established in New York, Chicago, and 
Washington, D. C., to serve post offices within assigned geographical 
areas and costs for this operation are separate from post office opera- 
tions. A fourth supply center is to be opened in Kansas City in the 
near future and will serve certain post offices now obtaining their 
supplies from Washington. Formerly there were about 40 supply 
points, all of which were in post offices. 

10. Coordinate all internal audit functions 


Recommendation 2 (p. 3) states the need in the Department for a 
single internal audit organization that would absorb the internal 
auditing responsibilities scattered among the several bureaus and 
offices. We recognized the time-consuming nature of the task and 
suggested the appointment of a qualified internal auditor to coordinate 
all internal audit activity within the framework of the existing system. 
This was described as an interim measure to assure adequate audit 
coverage in all areas until the permanent internal audit organization 
could be established and functioning properly. Coordination of all 
internal audit functions has not been achieved as yet. 


IMMEDIATE PROJECTS 


11. Reduce number of officials authorized to ineur obligations and make 
expenditures 

This recommendation was made because all post offices, regardless 
of size, made their own disbursements from funds in their possession 
within limitations prescribed by the Department. It was believed 
that, for the smaller post offices which comprise the majority of post 
offices, a more economical operation with less paperwork would result 
through centralization of control of obligations and disbursement of 
funds by regional offices. 

Planned regional disbursing offices will eliminate virtually all dis- 
bursements for operating expenses at post office level. Experimental 
disbursing offices have been established, but so far their activities have 
been confined principally to puncheard payroll disbursements. Pro- 
vision has been made in the new system of accounts for control of 
obligations and expenditures at Washington and regional levels, and 
at post offices large enough to perform their own accounting. 

At the present time the Post Office Department allots funds to 
those post offices that are not located in areas served by activated 
regional headquarters offices. Lump-sum allotments are made to 
activated regional headquarters offices which, in turn, allot to post 
offices located in their geographical areas. 

When regional headquarters offices are in full operation, it is prob- 
able that savings will be obtained and controls improved by central- 





UNIVERSITY OF MICHIGAN LIBRARIES 


10 FINANCIAL MANAGEMENT OF THE POST OFFICE DEPARTMENT 


ized control of disbursements and allotments. See discussion on 
reduction in the number of allotment accounts contained in recom- 
mendation 12. 


12. Reduce number of allotment accounts 

This recommendation was made because allotment accounts con- 
formed very closely to the old 58 appropriations, thus depriving the 
Post Office Department of the flexibility in the obligation of funds 

ranted by the Congress in reducing the number of appropriations 
fens 58 to 4. The same condition exists. 

On June 22, 1954, the Deputy Postmaster General approved a 
plan whereby the allotment of funds under an appropriation would 
be made by means of a single authorization to each regional head- 
quarters director. Each regional director would make allotments 
collectively for all post offices of a class in a district, except that 
postmasters of some of the larger offices would be provided with one 
allotment for their entire operation. 

Allotments for these post offices would be originally based on 
estimates by classes of expense. Each postmaster would have the 
authority to adjust between classes of expense to the extent deemed 
appropriate by the Bureau of Post Office Operations provided he did 
not incur obligations in excess of the total amount of his allotment. 

At the date of this report the number of allotment accounts re- 
mained the same as in April 1953 and postmasters were still being 
required to request authority in the form of ‘‘allowances”’ for specific 
classes of expense. Despite approval by the Deputy Postmaster 
General on June 22, 1954, the plan has not yet been put into effect 
because of differences of opinion among officials in the Bureau of 
Operations. The Department is continuing the study of the problem 
and estimates installation of the new system in May 1955. 


13. Center in one office the final authority to grant allowances to the field 


This recommendation was made because several offices in_ the 
Bureau of Operations and Bureau of Facilities were granting allow- 
ances to post offices on an individual basis with no overall review or 
control. With different individuals passing upon requests for different 
allowances for the same post office, without the benefit of established 
standards, a distortion of the natural relationship between types of 
expenses could result. 

This recommendation is being studied in connection with the 
preceding recommendation. 


14. Eliminate from budget and appropriation processes disbursements 
which do not represent expenses 

This recommendation was made because certain payments by the 
Post Office Department to patrons of the mail, such as indemnities 
on insured, registered, and c. 0. d. mails, were required to be made 
to such patrons by virtue of their having paid the required fee. In 
such an operation appropriations by the Congress had the effect of 
only limiting the number of patrons who could be paid for bona fide 
and approved claims in any 1 year. After the appropriation was 
exhausted, patrons had to wait until the succeeding fiscal year or 
until a supplemental appropriation was granted by the Congress. 

The Post Office Department requested, in its fiscal year 1955 
budget, authority for the Department to pay from revenues, indem- 
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nities for the loss of or damage to registered, insured, and collect-on- 
delivery mail. This authority was granted by the Congress in section 
204 of the Post Office Department Appropriation Act for 1955 (68 
Stat. 149). Section 205 of the act also permits payment of all money 
orders from receipts representing the face value of money orders 
issued. Enactment of this permanent legislation eliminates the 
necessity for petitioning the Congress annually for appropriations for 
such purposes, accelerates the settlement of claims, and simplifies 
recordkeeping. 


15. Develop standards to guide the granting of allowances to the field 

This recommendation was made because the existing procedures 
for granting allowances for operating expenses of individual post 
offices did not provide an effective measure of the needs of post- 
masters and were not conducive to the submission of realistic esti- 
mates. Requests for allowances were compared with previous 
experiences for similar periods. As a result, a postmaster was dis- 
couraged from operating economically and was forced to maintain a 
high rate of expenditure so that if emergencies arose he would have a 
cushion on which to operate. » 

To date the Department has not taken any positive action to 
develop standards to be used as a guide in granting allowances to 
the field. 

We are of the opinion that such standards should be developed as 
a corollary of the work-measurement standards discussed in our recom- 
mendation 5. We believe that definite standards, based on workload 
and operating conditions, can and should be established and that 
postmasters should be required to meet those standards and en- 
couraged to better them. 

16. Deposit receipts at the earliest stage to avoid repetitive counting 

This recommendation was made to eliminate counting of cash both 
at district post offices (second-, third-, and fourth-class offices) and 
again at central accounting offices prior to deposit in Federal Reserve 
banks. Also, the necessity of transmitting deposits from local stations 
to the main post office would be eliminated if local stations would 
deposit their funds directly in the local banks with proper acknowl- 
edgment by the depositary. 

A direct-to-bank deposit plan was inaugurated in August 1953 on a 
trial basis at Chicago, Ill., and New York, N. Y. The plan, which 
has since been extended on a national basis, requires that each post 
office remit surplus funds directly to the Federal Reserve bank in- 
stead of sending them to a sated post office for subsequent deposit. 
Thus, the costly process of counting cash repeatedly within the postal 
system is avoided and internal control is improved. Adoption of this 
plan has resulted in the elimination of remittance units at 56 large 
post offices with substantial annual savings in excess of $2,500,000. 

Further development of our recommendation resulted in adoption 
of a station-to-bank plan whereby stations and branches of large 
post offices deposit funds directly in a local commercial bank subject 
to withdrawal by the postmaster. There are about 250 large post 
offices depositing funds in this manner. 

The station-to-bank plan has contributed to the savings through 
the reduction of remittance units in large post offices; however, the 
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net savings to the Government cannot be accurately measured. This 
is due to the fact that the Treasury and the Post Office Department 
compensate commercial banks for various services rendered by deposit- 
ing funds in the banks, permitting funds to accumulate. in excess of 
post-office needs, and allowing these balances to be used by the banks 
in their banking operations. 


17. Consolidate all cash accounts 


18. Eliminate trust funds 

These recommendations were made because physical separation of 
postal funds was not deemed necessary to obtain an analysis and 
control of postal operations. The medium for successful analysis and 
control of postal operations should be achieved through adequate 
accounting records. 

As a first step to carry out this recommendation, separate accounts 
for postal operations, postal savings, money orders, and savings bonds 
were consolidated on 1 report and postmasters were authorized to 
deposit these funds into 1 Treasury symbol, thus reducing the number 
of reports from 4 to 1. The separation of funds was performed at the 
departmental level. Trust funds formerly maintained in a separate 
cash account are now reported as postal funds. Control of liabilities 
formerly effected through the trust-fund procedure is now achieved 
through accounting means. Effective July i, 1954, accounting for 
cash was further simplified by consolidating certain departmental 
cash accounts. The objective of our recommendations has been 
accomplished. 

19. Establish accounting control over all stocks of accountable paper 

The purpose of this recommendation was to suggest a simplified 
method for determining the accountability of postmasters and others 
for stamps and other accountable paper. The control process would 
begin at Washington headquarters level and extend down through all 
levels of operation. All control processes would be integrated with 
the general system of accounts and methods requiring endless checking 
and repetitive recording would be eliminated. The Post Office De- 
partment has had this recommendation under study since November 
1953. 

A revised printed stamped envelope procedure went into effect on 
October 1, 1954, and should improve internal control. A punchcard 
system for controlling these envelopes provides for comparison at 
regional accounting offices of shipments made by the stamped envelope 
agency with sales reported by the postmaster. 

With respect to postage stamps, the system of control in existence 
at the time of our report has not changed. The system requires that 
regional accounting offices be informed by the Department that requi- 
sitions from postmasters have been filled by the Bureau of Engraving 
and Printing. It is then necessary for the regional accounting office 
to check the notification of the filled requisition with the postmaster’s 
stamp report for each order. No control accounts are established at 
the departmental or regional accounting office. 

The Department is considering improved methods for control of 
accountable paper. 
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20. Simplify control procedures over income not involving valuable paper 
accountability 

This recommendation was made because control of income not 
involving valuable paper accountability was only achieved through 
detailed and time-consuming procedures. An example of this condi- 
tion pertains to the manner in which metered mail was ostensibly 
controlled at the time our report was issued in April 1953. Pre- 
numbered receipts were issued for collections for setting postage 
meters. Although receipts were prenumbered in a series of 100 and 
200, no attempt was made to account for each receipt in a series 
when audited at regional accounting offices. There was no way 
feasible to compare the previous meter setting with the present one 
at the regional accounting office. 

Effective July 1, 1953, a new punchcard procedure was established 
so that controlled listings of meters and settings could be used in 
accounting for such revenues. 

Control of second-class postage (newspapers and periodicals) is still 
being handled in the manner existing in April 1953, and prenumbered 
receipts are being issued as heretofore. Records are being maintained 
at post offices in the Division of Mails and Division of Finance. It 
is believed that post-office accounting could be simplified by providing 
one control record of amounts received from patrons in the Division 
of Finance, thereby eliminating unnecessary paperwork. 

The Department is still studying the handling of this type of 
revenue for possible simplification of procedures and improved internal 
control. 

21. Simplify paperwork 


The Department recognizes the need for reducing the amount of 
paperwork, and some progress has been made in this area as indicated 
in the following instances: 

1. Receipts for metered mail have been eliminated by substitution 
of controlled listings of meter settings in order to support postmasters’ 
accounts. 

2. A combined voucher and schedule of disbursements has been 
adopted. This type of document lists charges for recurring services, 
such as rents and vehicle hire. Use of this form reduces the number 
of documents supporting postmasters’ accounts. 

3. Reports of overtime and leave without pay accompanying post- 
masters’ accounts have been eliminated as they no longer serve any 
useful purpose. 

4. Postmasters have been delegated authority to make direct pur- 
chases up to $100 without bidding, depending upon the size of the 
office, All postmasters must solicit bids for purchases exceeding $100. 
However, when the total amount of the bid is $300 or less, the post- 
master has been authorized to make the award without prior approval 
of the Department. 

5. A standardized routing slip has been adopted which has elim- 
inated about 25 separately printed and mimeographed forms in the 
Department and several hundred such forms in larger post offices and 
other field offices. 

6. The separate post-office reports of money orders, postal savings, 


avings bonds, and postal operations have been consolidated on one 
orm. 
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In October 1953 the Division of Systems and Procedures, Bureau 
of Finance, was charged with the responsibility for administering a 
forms control program. The purpose of the program is to reduce to 
a practical minimum the quantity of forms procured, stocked, and 
used in the regular business of the postal establishment, and to develop 
schemes of routing within the Post Office Department and within 
receiving offices to provide maximum use of the information contained 
in executed forms. It is estimated by the Department that the forms 
control program has produced savings of about $80,000 in printing 
and reproduction costs. Additional savings have been made because 
of elimination of the necessity for stocking, processing, and using the 
forms eliminated. 


22. Consolidate reports 

This recommendation was made to prevent requests for the same 
information by different bureaus, thus requiring postmasters to pre- 
pare numerous reports. Full utilization of basic reports was not being 
made by circularization simultaneously to interested bureaus of one 
comprehensive report in sufficient copies. A comprehensive monthly 
financial report is prepared for management by the Assistant Post- 
master General and Controller. The report includes statements on 
the results of operations for the month and fiscal year to date, and the 
Controller’s interpretation. Monthly “flash’’ reports on operations 
and postal business trends, in summary form, are prepared for the 
purpose of informing management on progress in attaining “‘manage- 
ment targets” and explaining saoeithty and annual fluctuations in 
revenues, obligations, and volume of mail. 

A weekly report briefly describing significant items of interest 
developed by the various bureaus and offices of the Post Office Depart- 
ment is made available to all levels of management. 

Postmasters’ reports of money orders, postal savings, savings bonds, 
and postal operations have been consolidated on one report. 

An important step toward adoption of the recommendation was 
taken with the establishment of the forms-control program more fully 
discussed under recommendation 21. 

23. Eliminate formal accounting (report) by district post offices 

This recommendation was made because the formal accounting and 
reports required by 36,000 second-, third-, and fourth-class post 
offices could be simplified. Also, in lieu of the smaller post offices 
making their own disbursements, we believed that centralized dis- 
bursements by regional offices would be more economical. 

As a step toward the above objective effective July 1, 1954, all 
small post offices are now required to deposit their surplus funds in the 
Federal Reserve banks. Regional disbursing offices have been estab- 
lished. They are conducting pilot operations with respect to a limited 
number of payrolls and other disbursements, but at present have not 
included disbursements for second-, third-, and fourth-class post 
offices. In accordance with the Department’s stated policy to elim- 
inate formal accounting at small post offices, surveys were made of 
their accounting and financial functions with the objective of trans- 
ferring them to regional offices. 

At the present time no change has taken place with respect to the 
accounting and reporting functions performed at small post offices. 
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24. Establish a pay lag 

We made this recommendation because the establishment of the 
payday for postal employees, which in most cases is immediately 
after the end of the pay period, requires staffing payroll units for peak 
operations and constant shifting of personnel with a consequent loss 
of efficiency. Preparation of payrolls is made more difficult because 
there are many hourly employees and night differential calculations 
for annual rate employees. 

Semimonthly pay periods of postal field service employees terminate 
on the 15th and last day of each month. Although the Postmaster 
General is empowered by law to set a payday “as soon thereafter as 
practicable,” an adequate pay lag is nonexistent. At a majority of 
post offices, employees are paid on the 16th day of the month and the 
ist day of the following month. The New York City post office with 
more than 24,000 regular employees follows this practice. The 
maximum pay lag at any office is 5 days. Other Government agencies 
have a pay lag of 7 to 13 days. 

Officials of the Department have stated that they are in favor of an 
adequate pay lag because of the excessive cost incurred without it 
under the present system. In consideration of this objective, con- 
ferences were held between staff members of the various bureaus of 
the Department and with representatives of postal employees’ organi- 
zations. It appeared that general agreement had been reached and a 
10-day pay lag was approved by officials of the Bureau of Post Office 
Operations. The plan was not put in operation and some officials of 
the Department now state that they believe it will be more practicable 
to establish a pay lag by legislative action. 

In view of the fact that the Postmaster General has authority to 
establish a pay lag and because of the continuous, unnecessary, and 
excessive costs caused by the present method of paying postal em- 
ployees, we believe that the Department should, by administrative 
action, establish an adequate pay lag immediately. 


25. Centralize payroll operations for small post offices in regional ac- 
counting offices 

This recommendation was made because payroll disbursements are 
made in over 39,000 locations. From an administrative viewpoint, 
because postal laws and regulations pertaining to pay matters are 
complicated and require a specialized knowledge for their proper ad- 
ministration, it was our belief that, if such disbursements were central- 
ized, more accurate interpretation of law and instructions issued by the 
Department could be achieved. 

Centralized puncheard payroll operations are being tested in regional 
offices. Ultimately, the Department expects the function of payroll 
preparation and disbursement to be performed at the regional con- 
trollers’ offices, thus reducing the number of points at which post 
office payroll operations will be performed from 39,000 to 15. 

Estimated savings resulting from centralized disbursing cannot be 
determined at this time; however, from an efficiency standpoint it 
can be seen that many man-hours can be saved because of uniformity 
of Sov nea and more efficient administration of postal laws and 
regulations. 





UNIVERSITY OF MICHIGAN LIBRARIES 


16 FINANCIAL MANAGEMENT OF THE POST OFFICE DEPARTMENT 


26. Discontinue preparation of certain earning statements 

This recommendation was made because an earning statement 
furnished with each paycheck is not necessary when the amount of 
the salary payment is constant. 

With few exceptions, most officers and employees of the postal 
establishment are given an itemized statement of their earnings and 
deductions each pay period. Officials of the Department have stated 
that they (1) are developing plans to eliminate earning statements 
for departmental employees and (2) will determine whether annual- 
rate field employees should be given earning statements at the time 
field payroll operations are centralized at regional offices. 

An earning statement should not be issued to an employee unless 
there is a change in his normal pay. The issuance of such statements 
at any other time is uneconomical and needless and should be dis- 
continued at once. The Department should adopt a more aggressive 
program to accomplish this objective. 


27. Eliminate duplication of retirement records 


It is the responsibility of each rural disbursing postmaster to notify 
rural carriers in advance of the date of their mandatory retirement. 
Rural disbursing offices maintain a tickler card file for that purpose. 
The Department in Washington maintains a similar file for the same 
purpose. For areas where a regional headquarters office has been 
established, the files and function were transferred from Washington 
to such offices. The maintenance of dual records and the duplication 
of functions are unjustifiable. 

In the Bureau of Finance, individual retirement accounts for de- 
partmental employees are maintained by a retirement unit from pay 
data reported periodically by a payroll unit. The retirement unit is 
located in the Washington City Post Office Building and the payroll 
unit is located in the Post Office Department Building, Washington. 
The maintenance of separate units requiring supplemental reporting 
could be eliminated if the retirement accounts were kept by the pay- 
roll unit. The Civil Service Commission has recommended that 
retirement records be maintained at the payroll level. 

Preliminary surveys were made by departmental officials regarding 
the maintenance of dual retirement tickler cards for rural carriers, 
but no apparent action has been taken to eliminate the duplication of 
such files or functions. 

We were informed by an official of the Department that the retire- 
ment accounting for departmental personnel will be made a part of 
the responsibility of the payroll group in the Division of Accounting, 
Bureau of Finance. The retirement activities for field personnel are 
being transferred to the payroll activities in the regional controllers’ 
offices. 


28. Discontinue payment of salaries in cash 


When this recommendation was made, nearly all departmental 
employees located in Washington, D. C., and the employees of most 
post offices not having Treasury checking accounts were paid in cash. 
In the interest of economy and better internal control, we recom- 
mended the discontinuance of cash salary payments and suggested a 
payment procedure employing the use of a punch card check. 

At the present time all departmental employees are paid by check. 
A procedure for paying employees by check has been installed in the 
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mail mtn shops but has not been extended to post offices gener- 





ent ally owever, the Department is planning to centralize payroll 
t of operations for all post offices to the maximum extent possible in offices 
of regional controllers. Although only selected payrolls have been paid 
stal by punch card checks in the regional offices, it is planned to extend the 
and operation to include all post offices. 
uted We have been informed that the installation of a punch card pay- 
ents roll procedure for departmental employees is being considered also. 
ual- 29. Centralize departmental payroll operations 
“— Heretofore, the Office of the Chief Clerk, Post Office Department, 
on was responsible for the preparation of the departmental payroll and 
Sta the maintenance of related records. Both the Division of Accounts, 
die. Bureau of Accounts (recently Bureau of the Controller), and the 
al disbursing officer, Bureau of Finance, maintained a control account 
for departmental payroll expenditures and detailed ledger accaunts to 
show the distribution of disbursements for salaries by allotments. 
The Office of the Chief Clerk has been abolished, the Bureau of the 
otify Controller has been merged with the Bureau of Finance, and the 
rent. Division of Accounting, Bureau of Finance, has now the sole respon- 
pose. sibility for the preparation of the departmental payroll and the 
same maintenance of all related records and accounts. 
been The objectives of this recommendation have been accomplished. 
igton 30. Delegate authority to make automatic promotions 
~ seems Automatic promotions of rural carriers are still being made only 
ord after review and approval by the Washington headquarters. This 
: pay requirement unnecessarily increases the cost of administering rural 
we service. Although the Department has considered this as an accept- 
a able recommendation, it has taken no corrective action. There 
ivroll ae ay? : Peta 
ag appears to be no valid reason for not promptly delegating the authority 
ee for making such automatic promotions to rural disbursing postmasters, 
hag or to regional disbursing offices as established. 
that 31. Review the need for the Postal Savings System 
The question as to whether, under present conditions, there is need 
ding for continuation of the Postal Savings System is a matter for consid- 
rriers, eration by the Congress. The question was raised initially in our 
ion of report submitted to the Congress on March 13, 1952 (H. Doe. 393, 
82d Cong., 2d sess.). Subsequently, bills apparently resulting from 
retire- that report were introduced in the 82d Congress (S. 3312) and 83d 
art of Congress (S. 573 and H. R. 6939). While no action was taken on 
nting, Senate bill 3312 and House bill 6939, the Senate Committee on Post 
rel are Office and Civil Service held hearings on Senate bill 573, at which 
‘ollers’ representatives of the Treasury and Post Office Departments testified 
in favor of a gradual liquidation of the Postal Savings System. In 
our report on audit of the system for fiscal years 1952 and 1953, 
Bi itins submitted to the Congress on November 4, 1954, we recommended 
“pubee that the Congress give further consideration to the necessity for retain- 
sand ing the Postal Savings System. 
recom- 32. Simplify procedures for maintaining depositors’ accounts 
sted a We recommended that consideration be given to the adoption of a 
postal savings depositor passbook or a punch card certificate which 
check. would permit compounding of interest. Officials of the Department 
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objected to the use of a passbook and adopted, effective September 1, 
1954, a punch card certificate bearing interest at 2 percent compounded 
annually. This eliminates the need for redemption of certificates 
solely to enable the depositor to receive credit for compound interest. 

It is estimated that 65 percent of the dollar volume of the certificates 
were cashed in order for the depositors to obtain accrued interest. 
This, in effect, was the depositor’s method of securing compound 
interest, and was the most important factor contributing to excessive 
costs. 

It is estimated that annual savings of up to $3,826,000 will be 
achieved ; $3,780,000 could result from the adoption of the regulation 
permitting compounding of interest without issuance of new certifi- 
cates and $46,000 from the conversion to a punch card certificate. 
83. Prescribe standards for establishment of depositary post offices 

At June 30, 1950, out of a total of 7,215 post offices designated as 
postal savings depositaries, 535 had less than 10 depositors each and 
241 had less than 5. A policy of discontinuing some depositary post 
offices with less than 10 depositiors has been adopted. From July 1, 
1953, to November 19, 1954, postal savings services were withdrawn 
from 439 post offices. We have been informed that the present 
policy of the Postmaster General is to discontinue small depositary 
offices after consideration of the wishes of depositors. It is under- 
stood that he will continue to abolish depositaries where, in his 
judgment, the depositaries are not needed. 

84. Destroy old certificates 

This recommendation was made because postal savings certificates, 
paid since inception of the Postal Savings System in 1910, were being 
retained for the prime purpose of providing a guard against duplicate 
or erroneous payments. In view of the premium on storage space, 
we suggested that all certificates paid prior to a specified cutoff date 
be destroyed after preparation of certain information for future 
reference in searching cases. 

The act of July 14, 1954 (68 Stat. 470), authorizes the destruction 
of postal savings certificates 6 years after the date of payment accord- 
ing to records of the Post Office Department. The act became effec- 
tive January 1, 1955. About 350 million paid certificates have been 
or are in the process of being discarded. 

Estimated annual savings in storage space will amount to $21,000. 
The scrap value of the paper is about $9,000. 


35. Adopt an aggressive program for the enactment or repeal of legisla- 
tion to improve financial administration 

This recommendation was made because the Post Office Department 
is forced to operate within a maze of laws, many of which are obsolete, 
conflicting, unworkable, unnecessary, or unduly restrictive. 

During the 83d Congress the Department succeeded in having 
repealed some postal laws of an obsolete or unduly restrictive nature. 
For example, the requirement (sec. 3921 R. S.) that a postmaster 
report to the Postmaster General the failure of another postmaster 
to cancel stamps was repealed by the act of August 24, 1954 (68 
Stat. 786); the restriction imposed by 39 U. S. C. 505 on the Post- 
master General, whereby he was not permitted to contract for high- 
way post office service where adequate railroad facilities were avail- 
able, has been removed by the act of June 18, 1954 (68 Stat. 255). 
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Legislation designed to improve specific areas of financial adminis- 
tration was submitted to the Congress but was not acted upon. For 
example, the Postmaster General transmitted to the 83d Congress, 
2d session, a draft of a bill to permit the consolidation of rural routes 
when deemed advisable by the Post Office Department. Present 
law (39 U.S. C. 192a) permits consolidation only upon the resigna- 
tion, death, retirement, or dismissal on charges of one of the carriers. 
Bills (S. 3802 and H. R. 10031) were introduced in the 83d Congress, 
2d session, to bar claims for unpaid money orders after 6 years from 
date of issuance. Enactment of this legislation would have permitted 
the Post Office Department to eliminate large quantities of records 
now required to be retained indefinitely to insure against duplicate 
or erroneous payments of money orders. The General Accounting 
Office is in favor of legislation as proposed in the above bills. 

The Department has prepared a preliminary legislative program for 
submission to the 84th Congress, Ist session. In addition to several 
proposals of a specific nature, the program provides for submitting 
to the Congress a recodification of title 39 of the United States Code. 
The recodification will include provision for repeal of obsolete postal 
laws. 

86. Adopt a biweekly pay period 

Postal field service employees are paid semimonthly on the basis 
of a 360-day year as prescribed by section 7 of the Postal Pay Act of 
July 6, 1945 (39 U.S. C. 857). 

Under this system, postal employees are paid for Saturdays, Sun- 
days, holidays, and the nonexistent 29th and 30th of February. 
They are not paid for the 31st day of any month. Under this arrange- 
ment an employee can work 1 hour on Friday or Monday or before 
or after a holiday and be paid for the Saturday and Sunday or the 
holiday, respectively. In determining salary deductions for leave 
without pay, the dav and the hour of the beginning and end of the 
leave must be considered. As a consequence, pay hours have no 
relationship to work hours, and payroll preparation, accounting, and 
auditing are complex and costly. 

The enactment of legislation to provide a 40-hour workweek and 
a biweekly pay period for postal employees would (1) result in simpler 
and more economical payroll procedures and (2) eliminate many of 
the accounting and auditing problems caused by the present pay 
basis. Provision for a biweekly pay period is included in House bill 
2987, 84th Congress, Ist session. 
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84TH CONGRESS ! HOUSE OF REPRESENTATIVES | Report 
Ist Session No. 436 








ENABLING THE STATE OF ARIZONA AND THE TOWN OF TEMPE. 
ARIZ., TO CONVEY TO THE SALT RIVER AGRICULTURAL IM- 
PROVEMENT AND POWER DISTRICT, FOR USE BY SUCH DIS- 
TRICT, A PORTION OF CERTAIN PROPERTY HERETOFORE TRANS- 
FERRED UNDER CERTAIN RESTRICTIONS TO SUCH STATE AND 
TOWN BY THE UNITED STATES 





Aprit 25. 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Ena es, from the Committee on Interior and Insular Affairs, sub- 
mitted the following 


REPORT 


[To accompany H. R. 1602] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 1602) to enable the State of Arizona and the town 
of Tempe, Ariz., to convey to the Salt River Agricultural Improvement 
and Power District, for use by such district, a portion of certain 
property heretofore transferred under certain restrictions to such 
State and town by the United States, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

BACKGROUND OF LEGISLATION 


By the operation of the act of April 7, 1930 (46 Stat. 142), as 
amended by the act of July 7, 1932 (47 Stat. 646), there were granted 
in part to the State of Arizona and in part to the city of Tempe, Ariz., 
certain lands which had formerly been included within the Papago 
Saguaro National Monument. These statutes specified, with respect 
to the lands here involved, that the grantees limit use of lands so 
transferred to “municipal, park, recreation, or public-convenience 
purposes,”’ and empowered the Secretary of the Interior to declare 
the grant forfeited in the event of abandonment of conforming use. 

Recently, the Salt River Project Agricultural Improvement and 
Power District, a political subdivision of the State of Arizona, in- 
dicated to the State and the city of Tempe, the district’s desire to 
obtain for use as a building site approximately 29 acres of land con- 
veyed under the acts referred to above. The land proposed to be 
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made available as a site for construction of the district’s approximately 
$1 million building is located near United States Highways 60, 70, 80, 
and 89. The building proper would be devoted primarily to housing of 
a mockup of the district’s Salt River Valley water project, one of the 
oldest irrigation projects in the Reclamation West. 

The district, after obtaining agreement of both grantees—the State 
and city—was advised that the Department of the Interior Solicitor’s 
opinion had concluded that such a conveyance would be in violation 
of the terms of the granting acts. 

The Department recommended that the State seek remedial 
legislation, i. e., Federal legislation that would remove a title cloud 
arising from the Solicitor’s construction of the 1930 and 1932 acts 
controlling the original grant. Subsequently, as indicated by the 
following extracts from exhibits made a part of the committee's 
hearing records, the State and city urged enactment of Federal remedia! 
legislation: 


OFrFIcEe OF State LAND DEPARTMENT, 
STATE OF ARIZONA, 
Phoenix, Ariz., March 18, 1955. 
Hon. Joun J. Ruopes, 
The House of Representatives, 
Washington 25, 7. C. 

Dear Sir: It is understood that you wil be appearing before a committee in 
the near future when proposed legislation concerning Papago Park and the Salt 
River project is to be considered. For your information the State Land Depart- 
ment of the State of Arizona, as administering agency for the land in question, 
would have no objection to making the land available either under lease or through 
proper sale procedure to the Salt River project providing proper enabling legisla- 
tion is enacted. 

As you know at this time, this Department because of special grant provisions, 
cannot make the said parcel available to the project without the above referred to 
legislation. 

With best personal regards, 

Rocer Ernst, 
State Land Commissioner 


City oF Tempr, Ariz. 
RESOLUTION NO. 251 


Be it resolved by the mayor and common council of the city of Tempe, That the 
city of Tempe hereby conveys to the Salt River Project Agricultural Improvement 
and Power District, a political subdivision of the State of Arizona, the following 
described property, to wit: 

That portion of the West half of the South half of the Northeast quarter 
of Section 9, Township 1 North Range 4 east, GESRB&M, lying west of 
existing U. 8. Highway 60 and north of East Washington Boulevard, as 
Washington Boulevard now exists. 

upon the following terms and conditions to wit: 

(1) That the Salt River Project Agricultural Improvement and Power Dis- 
trict, a political subdivision of the State of Arizona, start construction of their 
principal office buildings on the above described premises within 1 year from the 
date hereof, and the said premises be used for no other purposes other than the 
construction and maintenance of said building. 

(2) That the Salt River Project Agricultural Improvement and Power Dis- 
trict, a political subdivision of the State of Arizona, procure and furnish to the 
city of Tempe an authorization from the Department of the Interior of the United 
States, and from the United States Attorney General, authority for such convey- 
ance and assurance that such conveyance will not affect the balance of said land 
given to the city of Tempe by the United States of America under that certain 
patent dated the 6th day of June 1935, and recorded in the office of the county 
recorder of Maricopa County in book 294 of deeds and page 364 thereof. 
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Be it further resolved, That upon the furnishing of the requirements a3 set 
forth, the mayor and the city clerk of the city of Tempe, be, and they are hereby 
authorized to execute the necessary conveyance to the Salt River Project Agri- 


cultural Improvement and Power District, a political subdivision of the State 
of Arizona. 


Hues E. Larrp. Mayor. 
Attest: 


E. M. Barsre, City Clerk. 
I hereby certify the above to be a true and correct copy of Resolution No. 251 


passed by the common council of the city of Tempe at the meeting held May 
20, 1954, and that there was a quorum thereat. 


Dated at Tempe, Ariz., this 15th day of March 1955. 
[SEAL] E. M. Barsre, 
City Clerk and Treasurer. 


EXPLANATION OF H. R. 1602 


H. R. 1602 provides for a transfer, by quitclaim deed or otherwise, 
by the Secretary of the Interior to the State of Arizona and the city 
of Tempe of all of the right, title, and interest remaining in the 
United States in and to the. approximately 29 acres of land (described 
in the bill) located in Maricopa County, Ariz., to enable the State 
and city to convey to the Salt River Project Agricultural Improvement 
and Power District such lands as a site for an office building, related 
facilities and improvements. 

The committee has concluded that the request of the State of 
Arizona, city of Tempe, and the Salt River District is meritorious. 

In recommending passage of H. R. 1602 without amendment, the 
committee has also concluded that the proposed legislation is entirely 
consistent with the intent of Congress in enacting the 1930 and 1932 


granting legislation, and with public lands policy, as expressed 
related contemporary legislation. 

The favorable report of the Department of the Interior, dated 
March 18, 1955, and the Department’s letter of April 13, 1955, 
oe reference to the position of the Bureau of the Budget 
follow: 


Unitep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 18, 1955. 
Hon. Cram Ene, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Enate: This is in reply to your request for the views of this 
Department on H. R. 1602, a bill to enable the State of Arizona and the town of 
Tempe, Ariz., to convey to the Salt River Agricultural Improvement and Power 
District, for use by such district, a portion of certain property heretofore trans- 
ferred under certain restrictions to such State and town by the United States. 

I have no objection to the enactment of H. R. 1602. 

The act of April 7, 1930 (46 Stat. 142), as amended by the act of July 7, 1932 
(47 Stat. 646), granted certain lands, formerly in the Papago Saguaro National 
Monument, in part to the State of Arizona and in part to the town of Tempe, 
Ariz., for municipal, park, recreation, or public-convenience purposes. The 
Secretary of the Interior was empowered to declare the grant forfeited if the grant- 
ees failed to use the lands for the specified purposes. 

The grantees now wish to convey a small portion of the granted lands to the 
Salt River Project Agricultural Improvement and Power District to be used as a 
site for an office building. The district is a political subdivision of the State 
The Acting Deputy Solicitor of this Department informed representatives of the 
State of Arizona on June 7, 1954, that such a conveyance as that desired would be 
in violation of the terms of the granting acts and that the district’s title would be 
subject to a cloud. He recommended that the State seek remedial legislation. 
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H. R. 1602 provides for a transfer by the Secretary of the Interior to the State of 
Arizona and the town of Tempe of all the right, title, and interest remaining in the 
United States in and to the described lands that is necessary to enable them to 
convey the lands to the Salt River District as a site for an office building. The 
same result may be achieved g Socom. the bill to provide that the conveyance 
of the lands by the State of Arizona and the town of Tempe to the Salt River 
District as a site for an office building is approved by the Congress. 

Because of the particular urgency for your committee to have a report from this 
Department on H. R. 1602 and the impending hearings on that measure, this 
report is being submitted prior to clearance through the Bureau of the Budget. 

e cannot advise, therefore, as to the relation of the particular observations 
made in it to the program of the President. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 





Unirep Srates DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 18, 1956. 
Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Enacte: The report of this Department on H. R. 1602, a bill 
to enable the State of Arizona and the town of Tempe, Ariz., to convey to the 
Salt River Agricultural Improvement and Power District, for use by such dis- 
trict, a portion of certain property heretofore transferred under certain restric- 
tions to such State and town by the United States, was transmitted to your 
committee on March 18. In view of information that your committee desired 
an immediate statement of the views of this Department, the report was sub- 
mitted without clearance through the Bureau of the Budget. 

Subsequent to the transmission of the report on H. R. 1602, we have been 
advised that our report, as submitted to your committee on March 18 is without 
objection insofar as the Bureau of the Budget is concerned. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior: 
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84TH CONGRESS ' HOUSE OF REPRESENTATIVES { Report 


1st Session No. 437 





AMENDING THE ACT TO PROTECT SCENIC VALUES ALONG OAK 
CREEK CANYON AND CERTAIN TRIBUTARIES THEREOF WITHIN 
THE COCONINO NATIONAL FOREST, ARIZ. 





Aprit 25, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. ENGLE, rom the Comm 'ttee on Inte ior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 2679! 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 2679) to amend the act to protect scenic 
values along Oak Creek Canyon and certain tributarie thereof 
within the Coconino National Fores., Ariz., hav ng considered the 
same report favorably thereon without amendment and recommend 
that the bill do pass. 


BACKGROUND OF THE LEGISLATION 


Reporting of H. R. 2679 by the House Commit ee on Interior and 
Insular Affairs represents another step in the continuing effort of the 
committee to resolve some of the historic problems arising because of 
conflicting interest. in surface and subsurface resources where entry 
has been made on the public domain under the general mining laws 
of the United States. 

In House Report 306 accompanying H R. 230, 84th Congress, the 
committee included background material on some of the problems 
needing ea.'y legislative attention. 

The Federal mining laws were designed to encourage individual 
exploration and development of public mining lands, looking to ulti- 
mate private ownership of the land. Under these laws, a prospector 
can go out on the public lands not otherwise withdrawn, locate a 
mining claim, asl | out its mineral wealth and—if discovery of 
mineral is made—can then obtain a patent. The property is then 
his to develop or sell according to his own initiative and desire. A 
restatement of the traditiona: approach of Congress to this develop- 
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ment of our mineral resources is to be found in section 1 of the acu of 
February 25, 1920 (41 Stat. 437, 30 U.S. C. 22): 

Except as otherwise provided, all valuable mineral deposits in lands belonging 
to the United States, both surveyed and unsurveyed, shall be free and open to 
exploration and purchase, and the lands in which they are found to occupation 
and purchase, by citizens of the United States and those who have declared their 
intention to become such, under regulations prescribed by law, and according 
to the local customs or rules of miners in the several mining districts, so far as 
the same are applicable and not inconsistent with the laws of the United States. 

The Committees on Interior and Insular Affairs of both the House 
and Senate have in the past several years been made increasingly 
aware of the abuse under the mining laws by those persons who 
locate mining claims on public lands for purposes other than that of 
legitimate mining activity. Such locators may, in reality, desire the 
sites for commercial enterprises such as filling stations, curio shops, 
cafes, or for residence or summer camp purposes. If application is 
made for residence or summer camp purposes under Federal law 
other than the mining laws, sites usually embrace small tracts, that 
is, 5-acre tracts; on the other hand, locations on public domain under 
the mining laws, provide for utilization and control of approximately 
20-acre tracts. 

Under existing law, apart from local regulations not in conflict with 
Federal statutes, an individual desiring to engage in legitimate mining 
activity initiates his rights to mineral lands owned by the United 
States by prospecting for minerals. Upon the discovery of mineral, 
the prospector locates or stakes out his claim to not more than 20 
acres in a single claim by staking the corners of the claim, posting 
notice of location thereon, and complying with the State laws, regard- 
ing the recording of the location in the appropriate local land office, 
together with a statement of whatever other information is required 
by the laws of the State of location. 

The locator or owner of a mining location thus acquired then has 
the right to exclusive possession for mining purposes of the land em- 
braced in the location, and may continue to hold such possession so 
long as he performs labor or makes improvements of not less than $100 
in value on or for the benefit of the claim each assessment year. 

Abuses have arisen under this procedure in that locations are 
sometimes made, not for the anticipated subsurface resource value of 
the location, but for use of the surface for nonmining purposes, and at 
the same time acquiring a continuing right to exclusive possession of 
the claim through compliance with the annual work, or assessment, 
requirements of the Federal law. The latter may consist only of dig- 
ging a hole, putting in a building foundation, and so forth, so long as 
there is at least $100 worth of bahae performed or improvements made 
annually. 

If fraudulent locations are made for purposes of obtaining the use 
of such lands for other than legitimate mining activities, the Govern- 
ment has the right to refuse patents to these locators or to attack them 
in court. This raises a problem. If locations must be proven fraud- 
ulent in court before dispossession, the mineral laws must be so drawn 
or so framed as to make clear to locators what can and cannot be done; 
at the same time, continual interference by Federal agencies hampers 
and discourages the development of our mineral resources, develop- 
ment which has been encouraged and promoted by Federal mining 
law since shortly after 1800. 
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Valid locations pay off in minerals; fraudulent locations pay off in 
dollars, add nothing to our mineral wealth, and frequently destroy 
valuable resources through damage to watershed areas, grasslands, or 
destruction of timber resources. 

With the passage of H. R. 230 by this Congress, the House has 
recognized the desire of stopping abuses under the general mining 
laws. Legislation having the same purpose as H. R. 230 passed the 
House in both the 82d and 83d Congresses, but in each instance 
failed to receive Senate consideration before adjournment. 

H. R. 2679, having the same general purpose as H. R. 230, but 
greatly limiting its scope of operation to a single area, is therefore 
reported by the committee for the early consideration by the Con- 
gress, in recognition of the fact that general legislation has twice 
failed of enactment. 


SCOPE AND OPERATION OF H. R. 2679 


The Coconino National Forest is located in the State of Arizona, 
and includes within its boundaries an area embracing the watershed of 
the Verde River, an area characterized by spectacular varicolored 
cliffs, and having a mild winter climate. The unusual topography 
and geological formations have attracted motion-picture concerns, 
which have filmed some 35 pictures, primarily westerns, in what is 
known as the Sedona-Oak Creek area. 

Congress, in the act of May 24, 1949 (63 Stat. 74; 16 U.S. C. 482, 
et seq.), provided that mineral locations made after the effective date 
of the ect within a specified area of some 20,000 acres, would confer 
on the locator or patentee only mineral rights and the right to use 
timber and surface as needed for mining purposes. Its aim was to 
remove the incentive to locate mineral claims for nonmineral pur- 
poses, without interfering with activities of bona fide entrymen. H. 
R. 2679 would amend the act of May 24, 1949, by extending its pro- 
visions to approximately 80,000 acres of national forest land in the 
Sedona-Oak Creek area within the Coconino National Forest. The 
area which would be made subject to the terms of the 1949 act is 
adjacent to, and a continuation of, the area covered by the 1949 act. 

The 1949 act protects surface values without—in the view of the 

committee—interfering with development of subsurface resources 
by permitting entry under the mining laws within Coconino National 
Forest, limiting the cutting and removing of timber, however, to 
necessary clearing in connection with mining operations, or clearing 
to produce space for buildings or structures used in connection with 
mining operations. Such timber activities are required to be con- 
ducted in accordance with the rules for timber cutting on adjoining 
national forest land. The act specifically declares: 
* * * no use of the surface of the claim or the resources therefrom not reasonably 
required for carrying on mining and prospecting shall be allowed except under the 
national forest rules and regulations, nor shall the locator prevent or obstruct 
other occupancy of the surface or use of surface resources under authority of 
national forest regulations, or permits issued thereunder, if such occupancy or 
use is not in conflict with mineral development. 

Extension of the 1949 act to this additional 80,000 acres will in no 


way affect valid mining claims existing on the date of enactment of 
H. R. 2679. 
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The reports of the Departments of Agriculture and the Interior, to- 
gether with a letter submitted by the Forest Service at the request of 
the Public Lands Subcommittee chairman are set out following: 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 4, 1955. 
Hon. Ciair ENGL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear ConGRESSMAN ENGLE: This is in response to your request of February 7 
for a report on H. R. 2679, a bill to amend the act to protect scenic values along 
Oak Creek Canyon and certain tributaries thereof within the Coconino National 
Forest, Ariz. 

We recommend enactment of this bill. 

The bill would amend the act of May 24, 1949 (63 Stat. 75; 16 U. S. C. 482n) 
by extending its provisions to some 78,000 acres of national forest land near Oak 
Creek Canyon and Sedona, Ariz., in the Coconino National Forest. This area is 
adjacent to and a continuation of the area covered by the act of May 24, 1949. 

he act of May 24, 1949, provides that mineral locations thereafter made 
within the specified area shall confer on the locator or patentee only mineral rights 
and the right to use timber and surface as needed for mining purposes. This act 
thereby appreciably reduces the incentive to locate mining claims for nonmineral 
purposes without interfering with the development of bona fide mineral values. 

The Sedona-Oak Creek area within the Coconino National Forest is charac- 
terized by spectacular varicolored cliffs and has a mild winter climate. The area 
has been publicized by writers, and motion-picture concerns have used the unusual 
topography and geologic formations as background for western pictures. The 
area within the national forest to which the extension of the act would apply 
receives heavy public use, and the demand for residential areas is growing fast. 
Already much of the patented land within the national forest has been subdivided 
and one-fourth-acre lots are selling for as much as $5,000. Under these condi- 
tions there is great incentive to file mining claims in the hope of obtaining patent 
on the basis of mineral values and then disposing of the land for residential sites. 

Local civic groups believe the public recreation values of this area should be 
protected without precluding bona fide mineral development. It is understood 
that the proposed extension of the act of May 24, 1949, is favored by local service 
clubs, chambers of commerce, county supervisors, and State legislators. 

The proposed extension of the act would not add any land to the Coconino 
National Forest but would modify application of the general mining laws to 78,000 
acres of national forest land. The Department believes that such extension would 
not interfere with bona fide mineral development on the national forests but would 
protect recreation and other surface values. 

The Bureau of the Budget advises that from the standpoint of the program of 
the President there is no objection to the submission of this report. 

Sincerely yours, 
E. L. Pererson, 
Acting Secretary. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 7, 1956. 
Hon. Crain ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. Enatez: This is in reply to your request for the views of this 
Department on H, R. 2679, a bill to amend the act to protect scenic values along 
Oak Creek Canyon and certain tributaries thereof within the Coconino National 
Forest, Ariz. 

I have no objection to the enactment of H. R. 2679. 

H. R. 2679, if enacted, would extend the provisions of the act of May 24, 1949 
(63 Stat. 75; 16 U. S. C., 1952 ed., sec. 482n et seq.), to lands lying within 123 
sections. The 1949 act applied to some 20,000 acres lying within the Coconino 
National Forest, Ariz. This bill would extend its provisions to approximately 
80,000 additional acres also lying within that national forest, which is under the 
administrative jurisdiction of the Department of Agriculture. The 1949 act was 
designed to protect the scenic values of the lands subject to its provisions by 


du 
en 
lav 


Am 
mir 
the 


16, 

tior 
shiy 
ont 


and 
req 








TOS SS 2=s«<CSC<‘iD 


D ate OD * 


a20°09 


his 
ng 
ral 


149 
|23 
ino 
ely 
the 
vas 





PROTECT CERTAIN SCENIC VALUES IN COCONINO NATIONAL FOREST 5 


limiting the rights of any locator of a mining claim under the United States 
mining laws on these lands so that a patent on such a claim would convey only 
the mineral rights, by restricting the use of the surface to mining needs, and by 
permitting timber to be cut only under national forest timber-cutting rules. 

The Department of the Interior has been informally informed that the lands 
subject to H. R. 2679 have great scenic value and are highly desirable for home- 
site, recreational, and related purposes. This bill should serve to deter prospec- 
tive mining locators from making locations for other than mining purposes, but 
it should not deter those seeking bona fide mining locations. Seances the 
Department of Agriculture is, of course, better qualified than this Department 
to — such information as this. 

he Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 
Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


Unirep States DEPARTMENT OF AGRICULTURE, 
Forest ServIce, 


Washington, D. C., March 22, 1956. 
Hon. Gracie Prost, 


Chairman, Subcommittee on Public Lands, 
House Committee on Interior and Insular Affairs 

Dear Mrs. Prost: This is in response to the request of your subcommittee at 
hearings on March 22 on H. R. 2679 as to whether the act of May 24, 1949 (63 
Stat. 75; 16 U.S. C., 482n, et seq.) authorizes the Secretary of Agriculture, with 
respect to mining locations thereafter made on the national forest lands therein 
described, to impose requirements contained in H. R. 5358, the 83d Congress, 
such as in sections 5 and 8 of that bill, relative to the filing of notice of assessment 
work and application for patent within 10 years. 

We have construed the act of May 24, 1949, supra, as subjecting to the national 
forest rules and regulations the cutting of timber and use of the surface and sur- 
face resources subject to the exceptions therein noted. But this Department has 
not construed the 1949 act as authorizing the Secretary of Agriculture to impose 
any conditions whatsoever with respect to the requirements which the locator 
would have to meet in order to continue to hold his location or to make applica- 
tion for and receive a patent. 

Sincerely yours, 
Epwarp C. Crarts, 
Assistant Chief. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Act or May 24, 1949 (63 Srar. 75; 16 U. S. C., 1952 Ep. 482n) 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That hereafter mining locations made under the 
mining laws of the United States within the following-described lands within 
the Coconino National Forest, Coconino County, Arizona: Sections 14, 15, 19. 
20, 22, 27, 28, 29, 34, of township 19 north, range 6 east; and sections 4, 5, 8, 9, 
16, 17, 20, 21, 22, 27, 28, 33, and 34 of township 18 north, range 6 east; and sec- 
tions 1, 2, 3, 4, southeast quarter of section 8, sections 9, 10, 11, and 12 of town- 
ship 17 north, range 6 east: Gila and Salt River base and meridian, shall confer 
on the locator the right to occupy and use so much of the surface of the land covered 
by the location as may be reasonably necessary to carry on prospecting, mining, 
and beneficiation of ores including the taking of mineral deposits and timber 
required by or in the mining and ore reducing operations, and no permit shall be 
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required or charge made for such use or occupancy: Provided, however, That the 
cutting and removal of timber, except where clearing is necessary in connection 
with mining operations or to provide space for buildings or structures used in 
connection with mining operations, shall be conducted in accordance with the 
rules for timber cutting on adjoining national-forest land, and no use of the sur- 
face of the claim or the resources therefrom not reasonably required for carrying 
on mining and prospecting shall be allowed except under the national-forest 
rules and regulations, nor shall the locator prevent or obstruct other occupancy 
of the surface or use of surface resources under authority of national forest regula- 
tions, or permits issued thereunder, if such occupancy or use is not in conflict 
with mineral development. 

Sec. 2. That hereafter all patents issued under the United States mining laws 
affecting lands within the above-described area shall convey title to the mineral 
deposits within the claim, together with the right to cut and remove so much of 
the mature timber therefrom as may be needed in extracting and removing and 
beneficiation of the mineral deposits, if the timber is cut under sound principles 
of forest management as defined by the national forest rules and regulations, but 
each patent shall reserve to the United States all title in or to the surface of the 
lands and products thereof, and no use of the surface of the claim or the resources 
therefrom not reasonably required for carrying on mining or prospecting shall be 
allowed except under the rules and regulations of the Department of Agriculture. 

Sec. 3. That valid mining claims within the said lands, existing on the date 
of the enactment of this Act, and thereafter maintained in compliance with the 
law under which they were initiated and the laws of the State of Arizona, may be 
perfected under this Act, or under the laws under which they were initiated, as 
the claimant may desire. 

Sec. 4. The provisions of sections 1, 2, and 3 of this Act are extended to the 


following-described lands within the Coconino National Forest, Coconino and Yavapai 


Counties, Arizona: 

Sections 8, 9, 10, 15, 16, 17, 19, 20, 21, 22, 28, 26, 27, 28, 29, 30, 31, 32, 33, 
84, 35, 36. and the southwest quarter of section 25, township 18 north, range 4 east; 

Sections 13, 14, 15, 20, 21, 22, 23, 24, 25, 26, 27, 28, 31, 32, 33, 34, 35, 36, and 
the east half of the east half of section 29, township 18 north, range 6 east; 

Secttons 18, 19, 29, 80, 31, and 32, township 18 north, range 6 east; 

Sections 1 to 36, inclusive, township 17 north, range 5 east; 

Sections 5, 6, 7, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23, 26, 27, 28, 29, 30, 31, 32, 33, 
84, 35, and all of section 8 except ihe southeast quarter, township 17 north, range 6 east; 

Sections 11, 12, 13, 14, 23, and 24, township 16 north, range 5 east 

Sections 7, 8, 9, 10, 16, 17, 18, 19, and 20, township 16 north, range 6 east, Gila 
and Salt River Base and meridian: Provided, however, That as applied to any lands 
described in this section, the word “hereinafter” in sections 1 and 2 of this Act, and the 
words ‘‘date of the enactment of this Act” in section 3, shall be deemed to relate to the date 
of the enactment of this section 4. O 
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Aprit 25, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Downy, from the Committee on Post Office, and Civil Service, 
submitted the following 


REPORT 


(To accompany H. R. 3948] 


The Committee on Post Office and Civil Service, to whom was 
referred the bil (H. R. 3948) to amend section 402 of the Federal 
Employees Uniform Allowance Act, approved September 1, 1954, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bil' as amended do pass. 

The amendment is as fol!ows 

Strike all after the enacting c'ause and substitute the language 
printed in italic in the reported bill. 


STATEMENT 


The purpose of this legis'ation is, first, to remove an inequity in the 
Federal Emp‘oyees Uniform Allowance Act by permitting such act to 
apply to employees who are in the future required by Jaw or regulation 
to wear uniforms; and, second, to provide for more control of its 
administration through a system of annual reports to Congress and 
through itemized budget requests for appropriations. 


CORRECTION OF INEQUITY 


Title IV o Public Law 763. 83d Congress, authorized the appro 
priation of funds fo. the purpose o either furnishing uniforms or 
paying allowances therefor to all empioyees who were required by !aw 
or regulations on the date of enac ment (September 1, 1954) to wear 
uniforms in the performance of their duties. It also required that 
the head of any agency to which any such appiopriation is made shall 
(1) furnish to each such employee such uniform at a cost not to exceed 
$100 per annum; (2) pay to each such employee an allowance for 
defraying the expenses of acquisition of such uniform at such times 
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and in such amounts, not ‘0 exceed $100 per annum, as may be pre- 
scribed in accordance with ruler and regulations promulgated pursuant 
to section 404. 

By establishing the date of enactment of the act (September 1, 1954) 
as the period of identification of the categories of employees who 
would be eligible to either be furnished uniforms or be paid an allow- 
ance therefor, the law limited the benefit to those then required by 
regulation or law to wear uniforms. Either through administrative 
oversight, or through adherence to verbal orders, custom, or habit 
some 25,000 employees were wearing uniforms who could not qualify 
. either be furnished the uniform or be paid an allowance under 
the act. 

The bill as amended eliminates the language “‘existing on the date of 
enactment of this Act” in section 402. This action allows the agency 
to request appropriations for and to either furnish uniforms or pay an 
allowance therefor to this group of employees who were excluded 
under the terms of the act as passed. 


CLARIFYING AND STRENGTHENING AMENDMENTS 


In its consideration of this action the committee determined that 
it not only corrected the inequity but that it also opened the act to 
possible abuse through allowing the agency, within available funds, 
to furnish or pay an allowance for uniforms to categories of employees 
not normally wearing uniforms by merely issuing a regulation requiring 
their use. To prevent this abuse and to clarify and strengthen the 
control of Congress, the committee recommends further amendments. 


IDENTIFICATION OF CATEGORIES AND COSTS 


The first of these author.zes appropriai‘ons by “category and 
amounts specifically set forth.’ It is the intent of the committee in 
recommending this amendment to require the agencies to submit 
reque ts for appropriations for uniforms itemized by number, cate- 
gory, and amount. ‘This will allow the Congress to closely scrutinize 
the requests and to guard against unwarranted expansion in the use 
of uniforms. 

$100 PER ANNUM LIMITATION 


The second clarifying amendment deals with the $100 annual limita- 
tion per employee. An interpretation of the provisions of + ection 402 
of Public Law 763 would allow expenditures per uniform in an amount 
not to exceed $100 per annum Thus 1 employee who required 2 or 
more uniforms could be reimbursed in excess of $100 per annum. ‘This 
was not the intent of the committee in recommending passage of the 
bill which resulted in Public Law 763 To correct this, the recom- 
mended amendment makes the $100 limitation apply to the aggregate 
co: of all uniforms furnished or to the allowances made to the indi- 
vidual employee. It is the intent of this new language to limit the cost 
of uniforms to the Government to a maximum of $100 pe: employee 
per annum regardless of the number of uniforms required by the 
employee. 
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NEW REGULATIONS 


In order to protect both the employee and the Government from 
possible abuse of the authority to issue new regulations requiring the 
wearing of uniforms, the committee recommends language which 
 ehige that any such regulations issued after July 1, 1955, shall not 

e mandatory on the employee unless the employee is furnished 
uniforms or an allowance made therefor. This provision is contained 
in a new subsection 402 (b). This language, when considered with 
the provisions of section 401 (a), would prevent the uniforming of 
additional categories of Federal employees without first securing the 
approval of Congress. 

REPORT TO CONGRESS 


The committee has included an amendment (sec. 402 (c)) which 
requires an annual report to the Post Office and Civil Service Com- 
mittees of the House and Senate, respectively. This report is to be 
submitted on or before February 1 of each year and is to cover the 
administration of the act in the previous calendar year together with 
a statement setting forth the number, category, and estimated cost of 
uniforms for which the agency proposes to request funds for the 
ensuing fiscal year. The committee feels that such a report is de- 
sirable and necessary to the Congress in its consideration of legislation 
pertaining to uniform allowances. 


TYPE AND SOURCE OF REGULATIONS 


During the course of its hearings on this bill (H. R. 3948) it became 
evident to the committee that the definition of, or the type of “‘regula- 
tions’”’ required by the act, was not being uniformly interpreted by 
the agencies concerned. The committee recommends that only such 
regulations as are issued in writing and bear the approval of the 
department or agency head be Heeger, mec as meeting the requirements 
of the act. The committee does not wish to preclude a delegation of 
authority for the issuance of regulations, but feels that such delegation 
to a bureau head or to the commander of an installation would lend 
itself to personal abuses. 

COST 


The provisions of this bill as reported will add no cost to the Uniform 
Allowance Act of 1954 inasmuch as the cost of the uniforms authorized 
had already been included in the estimated cost of that act. On the 
contrary, this bill should result in reduced costs on a long-term basis 
because of the provisions which will allow Congress more control 
over future authorizations or requirements for the wearing of uniforms. 


REQUEST FOR LEGISLATION 


The executive communication requesting the amendment to 
Public Law 763 follows: 
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Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGeET, 
Washington 25, D. C., February 3, 1956. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington 25, D. C. 


My Dear Mr. Speaker: Enclosed is a draft bill which would amend the 
Federal Employees Uniform Allowance Act (title IV of Public Law 763, 83d 
Cong.) to make its benefits potentially available to employees who may be 
required to wear uniforms under regulations issued after September 1, 1954. I 
respectfully urge early enactment of the proposed amendment. 

Section 404 of Public Law 763 requires the Director of the Bureau of the 
Budget to promulgate such rules and regulations as may be necessary to provide 
for uniform administration of title 1V. We find, however, that serious inequities 
among Federal employees will arise if benefits should be initiated under the 
existing provisions of the law governing eligibility. 

Section 402 of the act authorizes appropriations, where necessary and desirable, 
to pay benefits not exceeding $100 per annum to any employee who is required 
by regulations ‘existing on the date of enactment” of the act or by law to wear a 
prescribed uniform when on official duty. In some agencies, certain employees, 
such as guards, fire fighters, and nurses, wear uniforms solely as a matter of custom 
or tradition, or under oral instruction. Such employees are not eligible for 
benefits, whereas employees in the same occupations in other agencies are eligible 
because the wearing of uniforms is prescribed by regulations ‘‘existing on the date 
of enactment” of the act. 

I believe the law should be amended to permit agency heads to issue regulations 
covering, for purposes of the act, employees in any occupations where the wearing 
of uniforms is deemed necessary and desirable. 

A more complete explanation of the need for the proposed amendment is en- 
closed. Since Congress has not yet made appropriations available for paying 
benefits, prompt amendment of the act would avoid the inequities among uni- 
formed emplovees which otherwise would arise when benefits are initiated. 

Sincerely yours, 
Percival F. BrunpaaGe, 
Acting Director. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, existing , in which no change is pro- 
posed is shown in roman): 


Titte [V—UntrorM ALLOWANCES 


Py Sec. 401. This title may be cited as the ‘‘Federal Employees Uniform Allowance 
ct’’. 

Sec. 402. There is hereby authorized to be appropriated annually to each 
agency of the Government of the United States or of the District of Columbia 
(including Government-owned corporations), upon a showing of the necessity or 
desirability thereof, an amount not to exceed $100 multiplied by the number of 
the employees of such agency who are required by regulation [existing on the 
date of enactment of this Act] or by law to wear a prescribed uniform in the 
performance of his or her official duties and who are not being furnished with 
such uniform. The head of any agency to which any such appropriation is made 
shall, out of funds made available by such appropriation, (1) furnish to each 
such employee such uniform at a cost not to exceed $100 per annum, or (2) pay 
to each such employee an allowance for defraying the expenses of acquisition of 
such uniform at such times and in such amounts, not to exceed $100 per annum, 
as may be prescribed in accordance with rules and regulations promulgated pur- 
suant to section 404. Where the furnishing of a uniform or the payment of a 
uniform allowance is authorized under any other provision of law or regulation 
existing on the date of enactment of this Act, the head of the agency may in his 
discretion continue the furnishing of such uniform or the payment of such allow- 
ance under such law or regulation, but where a uniform is furnished or allowance 
paid under any such law or regulation no uniform shall be furnished or allowance 
paid under this section. 0 
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FURNISHING SUBSISTENCE AND QUARTERS TO : 
EMPLOYEES OF CORPS OF ENGINEERS 





Apri 25, 1955.—Committed to the Committee of the Wio'e House on the State 
of the Union and ordered to be printed 





Mr. Moss, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H. R. 4936) 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 4936) to authorize the furnishing of subsistence 
and quarters without charge to employees of the Corps of Engineers 
engaged on floating-plant operations, having considered the same, 
report favorably thereon without amendment, and recommend that 
the bill do pass. 

STATEMENT 


The purpose of this bill is to amend section 3 of the Post Office 
Appropriations Act of 1928 (45 Stat. 193). 

The provisions of that act limits the furnishing of heat, light, 
household equipment, subsistence and laundry service to field employ- 
ees of the Federal Government to instances where such allowances 
shall be determined at reasonable value and considered as part of the 
compensation in fixing the salary of such employees. 

H. R. 4936 proposes to amend this section so as to allow the Corps 
of Engineers of the Department of the Army to furnish, free of charge, 
subsistence and quarters to its employees engaged in floating-plant 
operations. 

Section 606 of the Federal Employees Pay Act of 1945, as amended, 
authorizes the granting of subsistence and quarters to employees of the 
Transportation Corps of the Army, the Coast and Geodetic Survey, 
the Department of the Interior, and the Panama Railroad Company. 
The Corps of Engineers has no such authority. 
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The present conflict in authorities results in the Department of the 
Army having to charge for quarters and subsistence in areas and some- 
times in the same rivers or harbors where vessels of other agencies of 
the Government and private industry are furnishing such benefits 
without charge to their employees. 


PRESENT CONDITIONS 


The some 2,500 employees involved have their rate of pay set under 
the prevailing wage system through wage board action. It has been 
historical practice to establish the Government pay rate at a level 
approximately equal to the cash wages paid similar employees in local 
private industry. This practice ignores the fact that in the large 
majority of instances the employees on floating equipment which is 
privately owned and operated receive quarters and subsistence in 
addition to their cash wages. 

In the case of the Federal employee, he not only does not receive 
the additional quarters and subsistence free but he must also pay for 
them out of his salary. This creates a condition which is in no way 
comparable to private practices. 

Ofttimes there are floating plants of private contractors working on 
the same project alongside of those of the Corps of Engineers. The 
employees of both are receiving approximately the same wage; yet 
one group have their food and quarters furnished free while the other 
must pay for theirs. 

The wage boards establish salary rates on an area basis. To attempt 
to establish rates which would include the cost of quarters and food as 
required under present law would entail untold administrative diffi- 
culties and costs. For example, due to the difference in the cost of 
furnishing food and quarters on different types of vessels and on differ- 
ent sizes of the same type of vessel, a separate schedule of rates would 
have to be established for each vessel in the wage area. Some wage 
areas cover an entire coastline, a number of river systems or harbors 
and numerous States. To comply fully with the requirements of 
present law would involve administrative costs which could far exceed 
the entire costs involved in present wage board salary establishment. 


COSTS 


To exempt the floating-plant operations of the Corps of Engineers 
from the requirements of section 3 of the act of March 5, 1928 (45 
Stat. 193) will result in additional cost to the Government of some 
$600,000 per year. This is the amount now collected from the 
employees as cost for their quarters and food. This additional cost 
will, however, be materially offset through lower administration costs, 
some lower direct salary rates, higher employee morale, less turnover, 
and more efficient operations. 

The letter from the Secretary of the Army requesting this legisla- 
tion follows: 
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DrEPARTMENT OF THE ARMY, 


Washington 25, D. C., March 2, 1956. 
Hon. Sam Raysurn, 


Speaker of the House, 
House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation for the 
purpose of placing employees of the Corps of Engineers engaged in floating-plant 
operations in the same status as similar employees of other Federal agencies in 
the matter of receiving subsistence and quarters without cost in accordanee 
with prevailing commercial practices. It is recommended that the proposed bill 
be enacted into law for the reasons stated herein. : 

Section 3 of the act of March 5, 1928 (45 Stat. 193), authorized the head of 
an executive department to furnish subsistence and quarters to civilian employees 
when required, provided that the reasonable value was determined and considered 
part of the compensation in fixing the salary rate for such civilians. Under this 
authority, it has been the practice of the Corps of Engineers to deduct from the 
compensation paid its floating-plant employees who are furnished subsistence and 
quarters, amounts representing the cost of the raw food, but not the cost of 
preparation and serving, and a nominal sum for quarters. Deductions are based 
on a rate of $31 per month per employee for subsistence and quarters for a full 
month. In actual practice the deductions average considerably less per employee 
due to weekend and leave periods when subsistence and quarters are not furnished. 

This practice of the Corps of Engineers has been questioned by the Bureau of 
the Budget on the grounds that the reasonable value of subsistence as contemplated 
by section 3 of the act of March 5, 1928 (45 Stat. 193), should be the full cost to the 
Government for furnishing such meals including not only the cost of raw food but 
also the cost. of preparation and serving. The Bureau of the Budget also considers 
that the charges for quarters on floating plant are not consistent with provisions 
of section 1312 of the Supplemental Appropriation Act, 1954. Satisfaction of the 
objections raised by the Bureau of the Budget would require increases in deduc- 
tions from the pay of fioating-plant employees. There is a considerable variation 
in the costs for preparing and serving food in the different floating-plant messes 
due to such factors as size of mess and number of shifts the plant operates. To 
administer increased pay deductions involving these variables and at the same 
time maintain equitable wage scales would be extremely difficult, if not imprac- 
ticable. 

An important part of the problem arises from inequities in the present practice 
of the Corps of Engineers in making pay deductions from the majority of floating- 
plant employees. After a comprehensive study of all statutes and regulations 
relating to this subject, it is firmly believed thet, with the exception of the opera- 
tion of hopper dredges involving approximately 475 employees, the present system 
of deducting for subsistence and quarters is inequitable and prevents optimum 
efficiency of floating-plant operation in the Corps of Engineers. 

Exclusive of hopper-dredge operations, there were, as of December 31, 1954, 
approximately 2,500 employees of the Corps of Engineers engaged in the operation 
of such floating plant as pipeline dredges, tughoats, inspection and survey boats, 
derrick boats, revetment paving plants, snagboats, etc. It is these employees 
who are being treated ineguitably as compared to— 

(a) land employees of the Corps of Engineers, 
(b) employee: in private industry, 
(c) floating-plant or maritime employees in other Government agencies. 

Regarding (a) above, wage rates for floating-plant employees are based on land 
industrial rates prevailing in the locality of the work. Land employees are also 
paid on the same basis. Land employees, however, are additionally paid per 
diem when they are required to work away from their regular duty station. 
Floating-plant employees, on the other hand, receive no such additional payment. 
The deduction of the value of subsistence and quarters furnished, therefore, 
inequitably reduces the pay of floating-plant employees below that of land 
emplovees in comparable circumstances. 

tegarding (b) above, private industry, whose wage rates form the basis for the 
rates paid floating-plant employees of the Corps of Engineers, provides either the 
actual subsistence and quarters or an equivalent monetary compensation when 
it is necessary for their employees to perform their duties away from their normal 
domicile. Since the wages of floating-plant employees of the Corps of Engineers 
are based on private industrial wage rates and wage practices, the Corps of 
Engineers is in effect penalizing its employees by a charge for subsistence and 
quarters which is not reflected in the wage rates paid its employees, 
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Regarding (c) above, section 606 of the Federal Employees Pay Act of 1945 
as amended by the Federal Employees Pay Act of 1946, Public Law 390, 79th 
Congress, approved May 24, 1946, provides that vessel employees of the Trans- 
portation Corps of the Army, the Coast and Geodetic Survey, the Department 
of the Interior, and of the Panama Railroad Company may be compensated in 
accordance with the wage practices of the maritime industry. The Corps of 
Engineers is operating under a major disadvantage since it is without specific 
authority to follow this practice of furnishing subsistence and quarters without 
cost to its employees on floating-plant operations. 

Because of the inequities resulting from the present system, it is strongly urged 
that the proposed legislation providing for the furnishing of subsistence and 
quarters without charge, when necessary, to employees engaged on floating-plant 
operations, be favorably considered. Enactment of the legislation would result 
in a reduction in the moneys collected of approximately $600,000 per annum. 
However this figure would be offset somewhat by reduced cost of administration, 
by improved morale, reduced turnover and more effective and efficient operations. 

As indicated previously, the above-described inequities do not pertain to the 
475 employees on hopper-dredge operations since the wage rates for these em- 
ployees are based solely on the maritime industry which provides free subsistence 
and quarters, therefore, the base wage rates for these employees include an 
additional amount of money to compensate for the deduction of subsistence and 
quarters. With regard to these hopper-dredge employees, enact:vent of the pro- 
posed legislation would not result in any added cost since their base wage rate 
would be reduced administratively to offset the furnishing of free subsistence and 
quarters. 

The Bureau of the Budget advises that there is no objection to the submission 
of this legislative proposal. 

Sincerely yours, 
Rosert T. Stevens, 
Secretary of the Army. 
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DISPOSITION OF SUNDRY PAPERS 





Apri 26, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Lona, from the Joint Committee on the Disposition of Executive 
Papers, submitted the following 


REPORT 


{Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 55-13, dated April 20, 1955, to the 
84th Congress, Ist session, submitting the following lists covering 
records proposed for disposal by the Government agency indicated: 





Job No. | Agency by which submitted 
| 





Il-NNA-1658 


SC LAARS LS ML ace Se a eee Be Lone A Te PRA aN LE Veterans’ Administration. 
[I-NN A-1659 


a a a a Do 





Your committee reports that the records proposed for disposal in the 
said lists reported by the Archivist of the United States do not have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the aforementioned act, as amended. 

Respectfully submitted to the Senate and House of Representatives. 

Geo. S. Lone, 

Rosert J. CorsBetrt, 
Members on the Part of the House. 

Ou D. JoHNston, 


FRANK CARLSON, 
Members on the Part of the Senate. 


Q 
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POSTAL EMPLOYEES’ BONDS 





Aprit 26, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Davis of Georgia, from the Committee on Post Office and Civil 
Service, submitted the following 


REPORT 


[To accompany H. R. 4778] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 4778) to provide for the purchase of bonds to 
cover postmasters, officers, and emplovees of the Post Office Depart- 
ment, contractors with the Post Office Department, mail clerks of the 
Armed Forces, and for other purposes, having considered the same, re- 
port favorably thereon with amendments and recommend that the 
bill as amended do pass. 

The amendments are as follows: 

No. 1. Page 1, line 9, strike out “categories of’’. 

No. 2. Page 2, lines 1 and 2, strike out “contractors with the Post 
Office Department,”’. 

No. 3. Page 2, line 4, after “The” insert ‘premiums on any such”’. 

No. 4. Page 2, line 5, after “four years, and” insert “the bonds”. 

No. 5. Page 2, line 9, strike out ‘contractors’. 

The title of the bill is amended so as to read: 

A bill to provide for the purchase of bonds to cover postmasters, officers, and 


employees of the Post Office Department and mail clerks of the Armed Forces, 
and for other purposes. 


PURPOSE OF AMENDMENTS 


The purpose of amendment No. 1 is to eliminate an apparent 
restriction on the issuance of bonds to ‘categories of” employees which 
creates a description that does not presently exist in the postal 
service. 

The purpose of amendments No. 2 and No. 5 is to strike from the 
provisions of the bill contractors of the Post Office Department. 

The purpose of amendments No. 3 and No. 4 is to eliminate unneces- 
sary paperwork which would result from reissuing bonds in cases 
where the same surety was a successful bidder for an additional term. 
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The amendment to the title of the bill conforms the title to the text 
of the bill. 


























STATEMENT 


This legislation will authorize the Postmaster General to purchase 
bonds for officers and employees in the postal establishment when he 
determines it to be in the interest of the Government. The purchases 
will be consummated in accordance with such regulations as the 
Postmaster General may issue. Such purchases will be subject to 
existing requirements of law governing official and penal bonds (title 
6, U.S. C.) and to the standard requirement of advertising for public 
purchases (41 U.S. C., sec. 5). 

The two major departments of the Government whose employees 
are bonded are the Treasury Department (particularly the Bureau of 
Internal Revenue) and the Post Office Department. Last Congress 
the Bureau of Internal Revenue was authorized to purchase bonds 
for its employees required to be bonded (sec. 7803 (c), Internal Reve- 
nue Code of 1954). It is presently establishing a system for purchas- 
ing such bonds. 

This legislation is recommended in the interest of economy and 
efficiency in the postal service. The Postmaster General reports 
that it will reduce operating costs and eliminate a large part of the 
recordkeeping that is necessary under the present system of bonding 
individual employees. 

Some 1 million bonds now are written annually to cover the 500,000 
postal employees, temporary Christmas employees, and employees 
who come and go during the year. Previous hearings on this subject 
disclosed that employees pay over $1,300,000 a year in premiums on 
these bonds. Recoveries by the Government on these bonds repre- 
sent but a small fraction of the cost to employees; more than 85 
percent of all losses are recovered from the individual employees. 
The administrative cost to the Department in servicing these bonds 
and maintaining the records incident thereto approximates $300,000 
per annum. 

Under this legislation 80,000 bonds will be sufficient, comprising 
some 40,000 to cover postmasters and an additional 40,000 covering 
employees in the post offices, plus 3 bonds for employees in the 
Postal Transportation Service, the Inspection Service, and the 
Department in Washington. With experience under this new legisla- 
tion the number of 80,000 in all likelihood will be still further reduced, 
with attendant savings in administrative costs as well as increased 
efficiency. 

A 10-year experience indicates that losses, which might eventually 
be charged to sureties, approximate $595,000 per annum. About 
$509,000 of this is to be recovered from defaulting employees, con- 
tractors, their friends and relatives, leaving about $86,000 per annum 
to be paid by the surety companies. 

The premium cost to the Department should be no more, and 
eventually less, than the cost of administering the present bonding 
program. 

The Comptroller General has reported to the Congress as follows: 

Proposals embodying the same or similar provisions for purchase A the Gov- 
ernment of bonds on a blanket basis have been under consideration by the last 


several Congresses. In reporting on their various provisions, we have favored 
the adoption of blanket or position schedule plans of bonding in order to obtain the 
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POSTAL EMPLOYEES’ BONDS 3 


benefits of flexibility inherent in package coverage and to realize savings that 
may be expected to result, to employees and the Government, from elimination 
of individual bonds and their processing costs by both sureties and the Government. 


A representative of the Comptroller General’s office testified that 
they have, in the past, preferred a bill that included all Government 
employees. However, this committee has jurisdiction only over the 
Post Office Department and postal employees. It was further em- 
phasized that the only other large group of employees in the Govern- 
ment required to furnish bonds are in the Bureau of Internal Revenue, 
Department of the Treasury. They were provided a similar authority 


to furnish bonds under section 7803 (c) of the Internal Revenue Code 
of 1954. 


This legislation was recommended by the Postmaster General and 
has the approval of the Bureau of the Budget and the General Account- 
ing Office. The letter of the Postmaster General to the Speaker of the 
House requesting this legislation follows: 


OFFICE OF THE PosTMASTER GENERAL, 


Washington 25, D. C., February 28, 1958. 
Hon. Sam Rayrurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: Transmitted herewith, for consideration by the Congress, 
is proposed legislation to provide for the purchase of bonds to cover postmasters, 
officers, and employees of the Post Office Department, contractors with the Post 
Office Department, mail clerks of the Armed Forces, and for other purposes. 

The purpose of this legislation is to confer additional authority on the Post- 
master General under which he may, if he determines it to be to the best interest 
of the Government, purchase blanket position, position schedule, or other type 
of surety bones for those persons who presently are required to give individual 
surety or other type of bonds for the protection of the Government. Payment 
for such bonds would be made out of appropriations or other funds available to 
the Department. Under the proposal, the Pastreaabee General may, if he con- 
siders it to be to the best interest of the Government, continue to require certain 
categories of the persons covered by the proposed bill to give individual bonds. 

This legislation is necessary to reduce postal operating costs and eliminate 
much of the recordkeeping necessary under the present bonding procedures. 
This can be accomplished if the following blanket position and position schedule 
bonding program is adopted: 

(1) Obtain an individual qualifying bond covering each postmaster as at 

resent. 
. (2) For each post office, obtain a blanket position bond covering all em- 
plovees (except postmasters) in an office, or obtain a position schedule bond 
if it is determined that some, but not all, employees are to be covered. 

(3) Obtain one blanket position bond covering all field service personnel, 
ineluding supervisors, of the Postal Transportation Service. 

(4) Obtain a blanket position bond covering all employees in the Post 
Office Inspection Service. 

(5) Obtain a blanket position bond covering all officers and employees in 
the Department or obtain a position schedule bond if it is determined that 
some, but not all, employees in the Department are to be covered. 

(6) Obtain a blanket position bond for each group of contractual employees 
to be covered. 

(7) Obtain for each group of military personnel in the armed services and 
the Coast Guard a blanket position bond covering each particular group. 

If the foregoing program is adopted, some 40,000 bonds will be written to cover 
postmasters. There will be not in excess of an additional 40,000 bonds covering 
employees in post offices. Three bonds would cover the employees in the Postal 
Transportation Service, the Inspection Service, and the Department. Certainly 
not more than 10 bonds would cover the contractual employees, and not in excess 
of 5 should cover the military and Coast Guard mail clerks. In all, 80,000 bonds 
should be sufficient for the entire service. 

As experience is gained, the 80,000 bonds, in all likelihood, can and will be 
reduced. For instance, it might be possible to obtain a position bond to cover all 
postmasters within a given State or region. This, quite likely, is a procedure which 
could be applied to ‘all employees under postmasters within a given State or region. 
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It has not been possible to obtain firm figures as to the probable cost of the 
blanket position and position schedule bonding program. A representative of the 
Association of Casualty and Surety Companies stated, however, that when H. R. 
8706, 8ist Congress, was under consideration, it was calculated that such a bond- 
ing program for all of Government would cost about $750,000. This representa- 
tive, while he did not desire to be held to a figure, said he was of the opinion that 
the plan for the postal service could be installed for a cost of about $200,000 and, 
in any event, not to exceed $300,000. He stated that he was sure whatever the 
cost might be in the beginning, it would, as a result of experience, be reduced 
materially after the plan had been in effect a while and the bonding companies 
began competing with one another for the writing of surety in their respective 
areas throughout the country. 

Under the present system some 1,000,000 bonds are written annually for the 
postal service. These cover the 500,000 postal employees, temporary Christmas 
employees, employees who come and go during the year, and contractual em- 
ployees. Previous hearings on this subject disclose that premiums paid by 
employees are in excess of $1,300,000 per annum. The Department’s adminis- 
trative costs incident to seeing that all employees are bonded, that premiums are 
paid, and that bonds do not lapse, approximate $300,000 per annum. In addition 
to this cost, there is the cost of investigating losses which will continue regardless 
of the plan adopted. 

A 10-year experience indicates that losses, which might eventually be charged 
to sureties, approximate $595,000 per annum. About $509,000 of this is recovered 
from defaulting employees, contractors, their friends and relatives, leaving about 
$86,000 per annum to be paid by the surety companies. 

It appears that there are some definite advantages in procuring blanket position 
and position schedule bonds over against the establishment of an employees’ 
guaranty fund or a self-insurance plan. 

hese are— 

(1) The Government does not enter the field of business and compete with 
established business concerns. 

(2) Competitive bidding by surety companies will insure coverage at a 
minimum of cost. 

(3) The investigations and efforts made by surety companies to recover 
losses have a moral effect on employees which is extremely beneficial to 
Government. 

(4) Losses charged off to a guaranty fund or under a self-insurance plan 
may be susceptible to lax administration and political pressures, whereas 
these factors and conditions are not a matter of concern to corporate surety 

(5) The costs of surety companies will be materially reduced if they can 
write 80,000 bonds instead of 1,000,000 and still not reduce the protective 
coverage to the Post Office Department. 

(6) The blanket position and position schedule bonds are the most modern 
and are generally used by business organizations. 

(7) The premium cost to the Department should be no more, and eventu- 
ally less, than the cost of administering the present bonding program. 

(8} The business of the Department’s field offices will be expedited inas- 
much as the number of surety companies with which they would transact 
business will be reduced from many to not exceeding 1 or 2. 

(9) The emplovees of the postal service will save premiums to the extent 
of $1,300,000 per annum. 

(10) The blanket position and position schedule bonding plan is sufficiently 
flexible to permit expansion and contraction of coverage as desired. 

The proposed legislation should not cost more than $300,000 which will offset 
the present administrative costs, hence no cost to the Department. Eventually, 
it is believed that as experience is gained, the premium costs of $300,000 will 
be reduced. 

It is believed that the legislative proposal transmitted herewith will accomplish 
the purposes desired, and this Department urges its early enactment. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this legislative proposal to Congress. 

Sincerely yours, 

Artuur FE. SUMMERFIELD, 
Postmaster General. 
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84TH ConGrEss t HOUSE OF REPRESENTATIVES { REPORT 


1st Session No. 442 





PAYMENT OF MONEY ORDERS 





Aprit 26, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mrs. Prost, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


{To accompany H. R. 4817] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 4817) relating to the payment of mone 
orders, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 2, line 6, strike out ‘‘six’’ and insert in lieu thereof “‘twenty’’. 

Page 2, line 9, strike out “six-year” and insert in lieu thereof 
“twenty-year’’. 

Page 2. beginning with line 15, strike out ‘“‘after one year from the 
last day of the month of issue of such money orders”. 


PURPOSE OF AMENDMENTS 


The first and second amendments will provide for a 20-year period 
of limitations on the payment of postal monev orders, in lieu of the 
6-year period provided for in the bill as introduced. The longer 
period of limitations on the payment of money orders was recom- 
mended by the Post Office Department to prevent hardship or inequity 
which might have resulted from the 6-year period. 

The third amendment eliminates superfluous language from the bill. 
This amendment was recommended by the General Accounting Office 
and concurred in by the Post Office Department. 


STATEMENT 


This legislation. as amended, will establish a statute of limitations 
barring payment of any postal money order after 20 years from the 
last day of the month in which the money order was issued. Unless 
a money order is presented to the Post Office Department for payment 
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2 PAYMENT OF MONEY ORDERS 


within such period of limitations, payment thereof is forever barred. 
Presently there is no statute of limitations on the payment of money 
orders. Any excess funds accruing to the Post Office Department will 
be transferred to postal revenues. 

The limitation on payment will become effective 6 months after 
enactment in order to allow time for any holder of a money order 
more than 20 years old to present it for payment before it is barred. 

This legislation repeals present laws (sec. 725 (K) of title 31, and 
secs. 718, 730, and 731 of title 39, U.S. Code) providing for the pay- 
ment of money orders which are not presented for payment to a post 
office within 1 year after issue. Continuance of these statutes would 
be contrary to the purpose of the bill, and repeal thereof is necessary 
to earry out such purpose. 

During 1954, 360 million money orders worth over $6 billion were 
issued, and an average of 345 million money orders were issued in 
each of the last 5 years. The average life of a money order is from 
20 to 30 days, but some are held for longer periods. However, the 
number of possible claims on money orders which might be barred 
under this legislation is infinitesimal compared to the number of money 
orders issued annually. A search of the records of the Post Office 
Department for the period March 10, 1954, to March 21, 1955, dis- 
closed only 156 claims during that period on money orders which were 
more than 20 years old-—the percentage being only 0.00000043 of the 
360 million money orders issued in 1954. The average face value of a 
money order issued 20 years ago was but $8.56. 

Although the exact amount of savings from this legislation is not 
available, representatives of the Post Oilice Department testified that 
the cost of maintaining records for these outdated money orders and 
of making payment thereon is not justified. The remote possibility 
of any claim on an unpaid money order over 20 years old is not com- 
mensurate with the administrative expense incurred by the Govern- 
ment in providing for payment of such a claim. 

This legislation will place the law with respect to the payment of 
outdated money orders on a basis comparable to that which applies 
to certain other financial obligations of the Government. For exam- 
ple, under existing law claims before the General Accounting Office 
are barred after 10 years and claims on unpaid Government checks 
are barred after 6 years. 

Each money order issued after enactment of this legislation will be 
required, in accordance with regulations to be issued by the Post- 
master General, to contain on the face thereof a statement that it 
will not be paid after 20 years from the last day of the month in which 
it is issued. 

This legislation, as amended, is requested by the Post Office Depart- 
ment, and has the approval of the Bureau of the Budget and the 
General Accounting Office. 

: “hms letter from the Postmaster General requesting this legislation 
ollows: 
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PAYMENT OF MONEY ORDERS 3 


Orrice OF THE PostrMAsTER GENERAL, 
Washington 25, D. C., February 28, 1955. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: There is transmitted herewith for consideration by 
Congress proposed legislation relating to the payment of money orders. 

At the present time, there is no limit as to the time after their issuance within 
which money orders may be paid. This fact creates the necessity of maintaining 
indefinitely records of unpaid money orders. 

It is believed to be desirable and proper that there be provided some statute of 
limitations terminating liability on outstanding money orders. It is further 
believed that 6 years from the date of their issuance should be an adequate period 
of time within which money orders should be presented for payment. 

This legislative proposal is designed to accomplish this objective. Its enact- 
ment would permit this Department to destroy old records of outstanding money 
orders which have been maintained since 1864. 

In connection with this objective, it is proposed that the following acts or parts 
of acts be repealed: 

(1) Section 4 of the act of July 16, 1894, as amended (39 U.S. C. 730), which 
provides for the payment of any money order remaining unpaid after the lapse 
of 7 years from the date of issue; 

(2) That part of the act of May 27, 1908, as amended (39 U. 8. C. 731), which 
provides for the payment of any domestic money order remaining unpaid after 
the lapse of 3 years from the date of issue, and which also requires the maintenance 
of a complete and permanent record of all unpaid money orders issued by post- 
masters in the United States, or such of its insular possessions as are amenable 
to the authority of the Postmaster General for payment within its territory, such 
record to serve as a basis for adjudicating claims for payment by warrant of the 
amounts of said orders; and 

(3) Section 12 of the act of June 26, 1934 (48 Stat. 1229; 31 U. S. C. 725k), 
which provides that effective July 1, 1935, the appropriation account ‘‘Unpaid 
money orders more than 1 year old’”’ is abolished and the balances therein are 
covered into postal revenues and any appropriations to which expenditures under 
such accounts have been chargeable theretofore are repealed. It is further 
provided that there is hereby authorized to be appropriated from postal revenues 
such sums as may be necessary to make any expenditures which, but for its 
abolition, would be chargeable to this account. 

In order that the laws relating to the payment of money orders may be further 
modernized it also is proposed to repeal the provisions of law codified in section 
718 of title 39. 

Section 2 of the proposed legislation establishes a 6-year statute of limitation 
for the payment of claims for money orders. In order that the rights of persons 
who now hold money orders which have been outstanding for more than 6 years 
may be protected, it is proposed that this section be made effective on the first 
day of the sixth calendar month beginning after the date of the enactment of 
the legislation. 

It is believed that legislation such as is transmitted herewith will achieve the 
desired results, and its early enactment is recommended. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this legislative proposal to Congress. 

Sincerely yours, 
Artaur E. SuMMERFIELD, 
Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, existing law in which no change is 
proposed is shown in roman): 
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4 PAYMENT OF MONEY ORDERS 


Section 5 or THE Act or Marcu 3, 1883 


[Sec. 5. That the Comptroller General of the United States shall, as soon as 
practicable after this Act takes effect, transmit to the Postmaster-General a 
statement of the aggregate amount of domestic money orders and postal notes 
which shall have remained unpaid for a period of one year or more from the last 
day of the month of their issue. 

[It shall be the duty of the postmasters at all money-order offices to render to 
the Comptroller General of the United States a monthly statement, beginning at 
the end of the first month of the fiscal year commencing July first, eighteen hun- 
dred and ninety-four, of all domestic money orders payable at their respective 
offices, as evidenced by advice, remaining unpaid for one year from the last day 
of the month of issue, such statement to be accompanied by the advice and not 
to include any money orders issued at a date prior to June thirtieth, eighteen 
hundred and ninety-three, and the amount of money represented by the Comp- 
troller General’s statement, and by the monthly statements of the postmasters, 
as certified to the Postmaster-General by the Comptroller General shall be turned 
into the Treasury by the Postmaster-General for account of the Post-Office 
Department to be used as current revenues. And thereafter domestic money 
orders shall not be paid at the offices upon which they are drawn, or at the offices 
of issue after one year from the last day of the month of issue of such money 
orders; but such money orders shall be sent to the Post-Office Department and 
shall be paid by a warrant of the Postmaster-General countersigned by the 
Comptroller General of the United States out of any money in the Treasury to 
the credit of the Post-Office Department, to the extent of the moneys paid in on 
this account, the payments so made to be charged to an appropriation account 
a created to be denominated “‘Unpaid money orders more than one year 
old.” 

Section 4 or THE Act or Jury 16, 1894 


(Sec. 4. The Postmaster-General upon evidence satisfactory to him, and 
under such special regulations as he shall prescribe, may cause payment to be 
made in the manner prescribed in sections four and eleven of the Act approved 
January twenty-seventh, eighteen hundred and ninety-four, of the amount of 
= cae remaining unpaid after the lapse of seven years from the date 
of its issue. 


Part or Act or May 27, 1908, UNpER THE Heapine “Orrice oF THE THIRD 
ASSISTANT PosTMASTER-GENERAL” 


OFFICE OF THE THIRD ASSISTANT POSTMASTER-GENERAL 


* * * * * * * 


{: Provided, That the Postmaster-General, upon evidence satisfactory to him, 
and under such special regulations as he shall prescribe, may cause payment to be 
made in the manner prescribed in sections four and eleven of the Act approved 
January twenty-seventh, eighteen hundred and ninety-four, of the amount of any 
domestic money order remaining unpaid after the lapse of three years from the 
date of its issue. And it shall hereafter be the duty of the General Accounting 
Office to maintain a complete and permanent record of all unpaid money orders 
issued by postmasters in the United States, or such of its insular possessions as 
are amenable to the authority of the Postmaster-General for payment within its 
own territory, such record to serve as a basis for adjudicating claims for payment 
by warrant of the amounts of said orders]. 
. * 7 * * * * 


Section 12 or tHe Act or June 26, 1934 


[Sec. 12. Effective July 1, 1935, the appropriation account “Unpaid Money 
Orders More Than One Year Old’’, carried on the books of the Government, is 
hereby abolished, and the balance therein shall be covered into the postal revenues, 
and any appropriations to which expenditures under such accounts have been 
chargeable theretofore are hereby repealed. There is hereby authorized to be 
appropriated from postal revenues such sums as may be necessary to make any 
expenditures which, but for its abolition, would be chargeable to this account. 
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84TH CONGRESS ' HOUSE OF REPRESENTATIVES | REporRT 


1st Session No. 443 





REMOVAL OF AN INEQUITY IN THE PAY OF CERTAIN 
POSTAL EMPLOYEES 





Aprit 26, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ruopes of Pennsylvania, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


(To accompany H. R. 4659] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 4659) to amend section 16 of the act entitled 
“An act to adjust the salaries of postmasters, supervisors, and employ- 
ees in the field service of the Post Office Department,” approved 
October 24, 1951 (65 Stat. 632; 39 U.S. C. 876c), having considered 
the same, report favorably thereon with an amendment and recom- 
mend that the bill as amended do pass. 

The amendment is as follows: 

On page 1, line 8, strike out “June 30, 1952’’, and insert in lieu 
thereof “July 1, 1952”’. 


PURPOSE OF AMENDMENT 


The purpose of the amendment is to make a technical correction in 
the effective date of the bill. 


STATEMENT 


This legislation was requested by the Postmaster General. It is 
legislation to prevent an inequity that has developed in the carrying 
out of Public Law 204, 82d Congress, which is the last salary increase 
given postal employees. 

The enactment of this bill will prevent an inequity whereby about 
150 dispatchers in the Motor Vehicle Service of the Post Office 
Department and a few other supervisors will receive a lower salary 
than dispatchers or supervisors on the same job although appointed 
at a later date. In addition, some of them may be required to pay 
back certain payments that have been questioned. 
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2 REMOVE INEQUITY IN PAY OF CERTAIN POSTAL EMPLOYEES 


In the case of the most numerous group, dispatchers in the Motor 
Vehicle Service, the situation arises from the provisions of Public 
Law 204, 82d Congress, which established the position of dispatcher 
in the Motor Vehicle Service at a salary of $4,470. This was the 
first time this position had been established in that level. Previously 
it had been in the automatic grade ranges from $2,970 to $3,670. 
Public Law 204, 82d Congress, contains a restriction which prohibited 
an employee from receiving more than an $800 salary increase as a 
result of the passage of that law. Those who were in the top rate of 
their grade immediately went to the $4,470 salary rate. Subsequently 
the Post.Office Department placed all motor-vehicle dispatchers in 
that rate. 

A recent Comptroller General’s decision held that any employee 
who was on the rolls as a dispatcher at the time of the passage of 
Public Law 204, 82d Congress, had been overpaid at the $4,470 rate 
if, at the time of the passage of Public Law 204, he was receiving less 
than $3,670. On the other hand, new employees can be promoted to 
the position of dispatcher at the $4,470 salary and thus receive a 
higher pay rate than the older and more experienced employees. The 
same situation also exists in some few supervisory positions other than 
dispatchers. 

There are not more than 150 positions in the postal service where 
senior employees are being oid less than junior employees in the 
same position as a result of the peculiar application of Public Law 
204, 82d Congress, to their situation. 

Hearings were held by the subcommittee and there was general 
agreement that the inequity should be corrected and that it should be 
corrected retroactively at the beginning of the fiscal year commencing 
July 1,1952. This is to protect employees who have received money, 
which will be returned, according to the Comptroller General’s 
decision. 

; “ representative of the Comptroller General’s Office testified as 
ollows: 


We believe that this is an unfortunate situation, and we endorse this legislation 
and hope that it does pass so that this inequity can be corrected. 


The inequity described in the preceding paragraphs is corrected by 
the reported bill by providing that on and after July 1, 1952, the post- 
masters, officers, and employees may be paid the compensation pro- 
vided for their grade and position. 


The letter from the Postmaster General to the Speaker of the House, 
requesting this legislation, follows: 


OFFICE OF THE PosTMASTER GENERAL, 


Washington, D. C., February 28, 1956. 
Hon. Sam RaysBurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: Transmitted herewith, for consideration by the Congress, 
is a legislative proposal to amend section 16 of the act entitled ‘‘An act to adjust 
the salaries of postmasters, supervisors, and employees in the field service of the 
roe Office Department,” approved October 24, 1951 (65 Stat. 632; 39 U. S. C. 
876c). 

This measure is necessary to correct inequities arising as a result of the appli- 
cation of the limitations imposed by section 16 of Public Law 204, approved 
October 24, 1951 (39 U. S..C. 876c). Section 16 of Public Law 204 reads as 
follows: 

“Sree. 16. In the readjustment of salaries to conform with the provisions of this 
Act, (1) no postmaster (except postmasters in offices of the fourth class), assistant 
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postmaster, supervisor, or employee shall, by reason of the enactment of this Act, 
receive an increase in basic annual salary of less than $400 per annum or in excess 
of $800, (2) no postmaster in an office of the fourth class shall receive an increase 
of more than 20 per centum of his present salary, except as otherwise provided in 
this Act, and (3) emplovees paid on an hourly basis shall receive an increase of 
20 cents per hour over their present compensation.” 

Other provisions of Public Law 204 establish position and salary grades for 
postmasters, officers, and employees. In some instances the compensation pro- 
vided is more than $800 in excess of the amount which the officer or employee 
received prior to the enactment of Public Law 204. For example, prior to the 
enactment of Public Law 204 the compensation of dispatchers in the Motor 
Vehicle Service ranged from $2,670. Pursuant to section 8 of Public Law 204 
the salary of all dispatchers in the Motor Vehicle Service is fixed at $4,470. 

Under a recent decision by the Comptroller General (Decision B-119459, dated 
July 1, 1954), many dispatchers who were in such position prior to the enact- 
ment of Public Law 204 will be deprived of the compensation $4,470 fixed by 
law for their position, and in some cases dispatchers who were administratively 
granted the compensation of $4,470 may be required to reimburse the Govern- 
ment for overpayments since the date they were granted such compensation. 

A case in point is a dispatcher who, under Public Law 204, was converted from 
the salary $2,970 to $3,770 (an $800 increase) on July 1, 1951. Effective Sep- 
tember 16, 1953, this dispatcher was administratively granted payment of com- 

nsation at the rate of $4,470 as prescribed by section 8 of Publie Law 204 for 
nis position. 

In the decision of July 1, 1954, cited above, the Comptroller General held as 
follows with respect to this case: 

“‘With respect to dispatchers it will be noted that section 8 of the 1951 statute 
prescribed one salary rate ($4,470) for such employees irrespective of the number 
of employees supervised. Accordingly, a change in the number of employees 
supervised does not affect the dispatcher’s rate of compensation. As section 16 
limits the salary to be paid initially under the act of October 24, 1951, to not more 
than $800 above the previous salary, that limitation would be avoided if the 
salary of the dispatcher in the illustration given should be increased over the $800 
limitation, whether such action is made efiective 1 day or 1 year after the passage 
of the act or at any subsequent date. Accordingly, your question with respect 
to the dispatcher must be answered in the negative. The increase given him 
September 16, 1953, should be rescinded, and proper administrative action taken 
to secure refund of the overpayment.”’ 

Thus, under this decision, the dispatcher referred to in the above illustration 
not only would be required to refund the overpayments of compensation received 
since September 16, 1953, but he also would be required to perform the same duties, 
at an annual compensation of $3,770, as a dispatcher appointed to such position 
after October 24, 1951, who would be paid at the rate of $4,470 per annum. It 
is not believed that such results were intended by Congress. 

The legislation submitted herewith will correct this inequity in Public Law 204, 
approved October 24, 1951. This Department urges early enactment of this 
legislation. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this legislative proposal to Congress. 

Sincerely yours, 
ArtTaur E. SuMMERFIELD, 
Postmaster General. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


SectTion 16 or tae Act or Ocrosper 24, 1951 


Sec. 16. In the readjustment of salaries to conform with the por isions of this 
Act, (1) no postmaster (except postmasters in offices of the fourth class), assistant 
postmaster, supervisor, or employee shall, by reason of the enactment of this 
Act, receive an increase in basic annual salary of less than $400 per annum or in 
excess of $800, (2) no postmaster in an office of the fourth class shall receive an 
increase of more than 20 per centum of his present salary, except as otherwise 
provided in this Act, and (3) employees paid on an hourly basis shall receive an 
increase of 20 cents per hour over their present compensation. On and after 
June 30, 1952, postmasters, officers, and employees covered by this Act may be paid 
the compensation prescribed for their grade and position. 
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MAKING PERMANENT THE INCREASE IN RETIRED PAY 
TO FORMER LIGHTHOUSE SERVICE EMPLOYEES 





Aprit 26, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


{To accompany H. R. 3486] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 3486) to amend the act increasing the retired 
pay of certain members of the former Lighthouse Service in order to 
make such increase permanent, having considered the same, report 
favorably thereon without amendment and recommend that the 
bill do pass. 

The purpose of the bill is to make permanent a temporary increase 
in the retired pay of certain members of the former Lighthouse Service 
which was granted by Public Law 672, 83d Congress. Previous 
hearings indicated the necessity for an increase by reason of the 
increased cost of living but the law placed them on a temporary basis 
to be consistent with similar increases granted under the Civil Service 
Retirement Act. These latter were subsequently made permanent 
by Public Law 747, 83d Congress, and this bill merely conforms these 
pensions to those payable under the Civil Service Retirement Act. 

The reports of the departments on H. R. 666, which is identical to 
this bill, are as follows: 


TREASURY DEPARTMENT, 
Washington, March 8, 1955. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuatrman: Reference is made to the request of your committee 
for the comments of this Department on H. R. 666, a bill to amend the act 
increasing the retired pay of certain members of the former Lighthouse Service 
in order to make such increase permanent. 

The purpose of H. R. 666 is to make permanent a temporary increase in retired 
pay granted by Public Law 672, 83d Congress, to certain civilian employees of 
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the former Lighthouse Service who were retired under the act of June 20, 1918, 
as amended. 

Public Law 747, 83d Congress, granted a permanent increase in retired pay to 
civilian employees retired under the Civil Service Retirement Act of May 29, 1930, 
as amended. The latter act does not apply to those retired under the act of 
June 20, 1918. In all fairness to the retired members of the former Lighthouse 
Service their temporary pay increase should be made permanent in view of the 
increase in pay granted to other retired civilian employees by Public Law 747. 

The Treasury Department has no objection to the enactment of H. R. 666. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
H. Cuapman Rossz, 
Acting Secretary of the Treasury. 





Executive Orrick oF THE PRESIDENT, 
BuREAU OF THE Bupaert, 
Washington 25, D. C., March 8, 1956. 
Hon. Herrert C, Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, House Office Building, Washington 25, D. C. 

My Dear Mr. Crareman: Reference is made to vour letter of January 26, 
1955 requesting the views of the Bureau of the Budget on H. R. 666, a bill to 
amend the act increasing the retired pay of certain members of the former 
Lighthouse Service in order to make such increase permanent. 

The bill would amend the act of August 27, 1954, to make permanent the 
increases in retired pay therein granted on a temporary basis to retired civilian 
members of the former Lighthouse Service. The retired pay increases provided 
by that act were patterned after similar temporary retired pay increases for former 
employees under the Civil Service Retirement Act. 

The temporary increases for Civil Service Retirement Act beneficiaries have 
since been made permanent by Public Law 747, 83d Congress, and like action for 
the Lighthouse Service group would appear to be appropriate. 

Accordingly, the Bureau of the Budget recommends the bill to the favorable 
consideration of your committee. 

Sincerely yours, 
Donatp R. Betcuer, 
Assistant Director. 





Unrrep Srates Crvit Service Commission, 
Washington 25, D. C., March 21, 1955. 
Hon. Hersert C, Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, House Office Building. 


Dear Mr. Bonner: I am referring further to your letter of January 26, 1955, 
transmitting copy of H. R. 666, a bill to amend the act increasing the retired pay 
of certain members of the former Lighthouse Service in order to make such increase 
permanent, and requesting the Commission’s comments thereon. 

This proposal affects annuitants receiving benefits under the Lighthouse Retire- 
ment Act, a noncontributory system administered by the Coast Guard. By the 
amendment of August 27, 1954, those annuitants retired on or vefore June 30, 1953 
were granted an annuity increase of 15 percent or $264, whichever was lesser, with 
no benefit to be increased above a total of $2,160. The statute set June 30, 1955 
as the termination date for the increases, 

The bill proposes to eliminate the cited termination date, thereby making the 
increases permanent. This would be in line with the recent act of August 31, 1954 
which made permanent the temporary increases previously granted under the 
Civil Service Retirement Act to retired Government employees generally. Since 
the Commission does not administer the Lighthouse Retirement Act, however, it 
does not feel warranted in making direct comment on the merits of this proposal. 

By direction of the Commission: 

Sincerely, 
Pumir Youne, Chairman. 
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RETIRED PAY—-FORMER LIGHTHOUSE SERVICE EMPLOYEES 3 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act oF Avuaust 27, 1954, 68 Star. 878 (Pustic Law 672, 83p Cons.) 


The annual rate of retired pay received by any person who was retired on or 
before June 30, 1953, under section 6 of the Act of June 20, 1918, as amenced and 
supplemented (33 U. 8. C., secs. 763-765), shall be increased, effective on the 
first day of the calendar month following enactment of this Act, by 15 per centum 
of $264, whichever is the lesser: Provided, That no retired pay shall be increased to 
an amount in excess of $2,160 by reason of this Act. [[: And provided further, 
That the increases provided herein shall terminate, without subsequent resump- 
tion, on June 30, 1955.J 
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MAKING PERMANENT THE INCREASE IN RETIRED PAY 
TO FORMER LIGHTHOUSE SERVICE EMPLOYEES 





Aprit 26, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany S. 37] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 37) to amend the act increasing the retired pay 
of certain members of the former Lighthouse Service in order to make 
such increase permanent, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 

The purpose of the bill is to make permanent a temporary increase 
in the retired pay of certain members of the former Lighthouse Service 
which was granted by Public Law 672, 83d Congress. Previous hear- 
ings indicated the necessity for an increase by reason of the increased 
cost of living but the law placed them on a temporary basis to be 
consistent with similar increases granted under the Civil Service 
Retirement Act. These latter were subsequently made permanent 
by Public Law 747, 83d Congress, and this bill merely conforms these 
pensions to those payable under the Civil Service Retirement Act. 

The reports of the departments on H. R. 666, which is identical to 
this bill, are as follows: 

Treasury DEPARTMENT, 
Washington, March 8, 1958. 
Hon. Hersert C. Bonner, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMaAn: Reference is made to the request of your committee 
for the comments of this Department on H. R. 666, to amend the act increasing 
the retired pay of certain members of the former Lighthouse Service in order to 
make such increase permanent. 

The purpose of H. R. 666 is to make permanent a temporary increase in retired 
pay granted by Public Law 672, 83d Congress, to certain civilian employees of 
the former Lighthouse Service who were retired under the act of June 20, 1918, 
as amended. 
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Public Law 747, 83d Congress, granted a abo x increase in retired pay to 
civilian employees retired under the Civil Service Retirement Act of May 29, 
1930, as amended. The latter act does not apply to those retired under the act 
of June 20, 1918. In all fairness to the retired members of the former Lighthouse 
Service their temporary pay increase should be made permanent in view of the 
increase in pay granted to other retired civilian employees by Public Law 747. 
The Treasury Department has no objection to the enactment of H. R. 666. 
The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 
Very truly yours, 
H. Cnapman Ross, 
Acting Secretary of the Treasury. 


EXEcuTivE OFFICE OF THE PRESIDENT, 
Bureau oF THE BupGet, 


Washington 25, D. C., March 8, 1958. 
Hon. Hersert C. Bonner, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Cratrman: Reference is made to your letter of January 26, 1955, 
requesting the views of the Bureau of the Budget on H. R. 666, a bill to amend the 
act increasing the retired pay of certain members of the former Lighthouse Service 
in order to make such increase permanent. 

The bill would amend the act of August 27, 1954, to make permanent the in- 
creases in retired pay therein granted on a temporary basis to retired civilian 
members of the former Lighthouse Service. The retired pay increases provided 
by that act were patterned after similar temporary retired pay increases for 
former employees under the Civil Service Retirement Act. 

The temporary increases for Civil Service Retirement Act beneficiaries have 
since been made permanent by Public Law 747, 83d Congress, and like action for 
the Lighthouse Service group would appear to be appropriate. 

Accordingly, the Bureau of the Budget recommends the bill to the favorable 
consideration of your committee. 

Sincerely yours, 


Donatp R. Betcuer, Assistant Director. 


Untrep States Civit Service Commtssion, 
Washington 25, D. C., March 21, 1956. 
Hon. Hersert C, Bonner, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


Dear Mr. Bonner: I am referring further to your letter of January 26, 1955, 
transmitting copy of H. R. 666, a bill to amend the act increasing the retired pay 
of certain members of the former Lighthouse Service in order to make such increase 
permanent, and requesting the Commission’s comments thereon. 

This proposal affects annuitants receiving benefits under the Lighthouse Retire- 
ment Act, a noncontributory system administered by the Coast Guard. By the 
amendment of August 27, 1954, those annuitants retired on or before June 30, 
1953, were granted an annuity increase of 15 percent or $264, whichever was 
lesser, with no benefit to be increased above a total of $2,160. The statute set 
June 30, 1955, as the termination date for the increases. 

The bill proposes to eliminate the cited termination date, thereby making the 
increases permanent. This would be in line with the recent act of August 31, 
1954, which made ——— the temporary increases previously granted under 
the Civil Service Retirement Act to retired Government employees generally. 
Since the Commission does not administer the Lighthouse Retirement Act, how- 
ever, it ree not feel warranted in making direct comment on the merits of this 

roposal. 
: By direction of the Commission: 
Sincerely, 


Puitir Youne, Chairman. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or Auaust 27, 1954, 68 Star. 878 
(Public Law 672, 83d Cong.) 


The annual rate of retired pay received by any person who was retired on or 
before June 30, 1953, under section 6 of the Act of June 20, 1918, as amended 
and supplemented (33 U.S. C., sees. 763-765), shall be increased, effective on the 
first day of the calendar month following enactment of this Act, by 15 per centum 
or $264, whichever is the lesser: Provided, That no retired pay shal! be increased 
to an amount in excess of $2,160 by reason of this Act [: And provided further, 
That the increases provided herein shall terminate, without subsequent resump- 
tion, on June 30, 1955]. 
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ELIMINATION OF OATHS ON INSPECTION DOCUMENTS 





Aprit 26, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. R. 4646] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 4646) to amend section 4421 of the Revised 
Statutes, in order to remove the requirement as to verifying under 
oath certain certificates of inspection, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of the bill is to eliminate a requirement for verification 
under oath of certificates issued in connection with vessel inspections. 
These certificates are issued by members or employees of the United 
States Coast Guard, each of whom is bound by his oath of office to 
perform his duties properly, and a further oath on particular docu- 
ments is surplusage. Furthermore, temporary certificates and waivers 
issued in connection with the same inspection function are not required 
to be verified under oath and there is no logical reason for any dis- 
tinction in the case of the permanent certificate. 

The bill was the subject of an executive communication from the 
Treasury Department, the text of which is as follows: 


TREASURY DEPARTMENT, 
Washington, January 5, 1955, 
The Speaker or THE House oF REPRESENTATIVES. 

Str: There is submitted herewith a draft of a proposed bill to amend section 4421 
of the Revised Statutes, in order to remove the requirement as to verifying under 
oath certain certificates of inspection, and for other purposes. 

The proposed bill would amend present provisions of law which require the 
verification under oath of certificates issued in connection with inspections of 
vessels as provided in title 52 of the Revised Statutes. This requirement is not 
considered necessary, and its deletion would improve and facilitate administrative 
procedures. In addition to complicating the preparation of the certificate form, 
the oath procedure causes delay in many instances because there is no officer 
present who is authorized to administer the necessary oath. 



































UNIVERSITY OF MICHIGAN LIBRARIES 


2 ELIMINATION OF OATHS ON INSPECTION DOCUMENTS 


In connection with the present provision, the fact that it is superfluous may be 
illustrated by the fact that section 4421 also authorizes a temporary certificate, for 
which no similar verification is required. In addition, amendments to certificates 
of inspection altering the provisions of such certificates are issued without any 
sworn verification. Finally, the act of December 27, 1950 (ch. 1155, 64 Stat. 
1120), which authorizes, among other things, the issuance of waivers in connection 
with the certificates, includes no such oath requirement. 

The certificates are issued by officials who are bound by their respective oaths 
of office to perform their duties properly. In the event that the certificates in 
question are false or fraudulent, the Government is adequately protected by the 
provisions of chapter 47 of title 18 of the code, and, in case of military officers, 
additionally by article 107 of the Uniform Code of Military Justice (May 5, 1950, 
64 Stat. 138), both of which cover the offense of issuing a false certificate. 

It would be appreciated if you would lay the proposed bill before the House of 
Representatives. A similar proposed bill has been transmitted to the President 
of the Senate. 

The Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this proposed legislation to the Congress. 

Very truly yours, 
H. Cuapman Rosse, 
Acting Secretary of the Treasury. 


A BILL To amend section 4421 of the Revised Statutes, in order to remove the requirement as to verifying 
under oath certain certificates of inspection, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled. That section 4421 of the Revised Statutes 
(46 U. S. C. 399), is amended to read as follows: 

“4421. When the inspection of a steam vessel is completed and the Secretary 
of the Department in which the Coast Guard is operating approves the vessel and 
her equipment throughout, he shall make and subscribe a certificate to that effect. 
He shall! deliver such certificate to the master or owner of the vessel to which it 
relates, shall keep one copy thereof on file in his office, and shall deliver one copy 
to the official who is performing the duties of the collector or other chief officer of 
the eustoms of the district in which such inspection has been made, who shall 
keep the same on file in his office. If the Secretary refuses to grant a certificate 
of approval, he shall make a statement in writing and sign the same, giving the 
reasons for his disapproval. Upon such inspection and approval the Secretary 
shall also make and subscribe a temporary certificate, which shall set forth sub- 
stantially the fact of such inspection and approval, and shall deliver the same to 
the master or owner of the vessel and shall keep a copy thereof on file in his office. 
The said temporary certificate shall be carried and exposed by vessels in the same 
manner as is provided in section 4423 for the regular certificate, and the form 
thereof and the period during which it is to be in force shall be as prescribed under 
the authority of section 4405. And such temporary certificate, during such 
period and prior to the delivery to the master or owner of the regular certificate, 
shall take the place of and be a substitute for the regular certificate of inspection, 
as required by this section and by section 4426, and for the purposes of said 
sections. Such temporary certificate shall also be subject to revocation in the 
manner and under the conditions provided in section 4453. No vessel required 
to be inspected under the provisions of this title shall be navigated without 
having on board an unexpired regular certificate of inspection or such temporary 
certificate: Provided, however, That any such vessel operated upon a regularly 
established line from a port of the United States to a port of a foreign country not 
contiguous to the United States whose certificate of inspection expires at sea or 
while said vessel is in a foreign port or a port of Hawaii may lawfully complete her 
voyage without the regular certificate of inspection or the temporary certificate 
required by this section, and no liability for penalties imposed by this title for 
want of such certificate shall be incurred until her voyage shall have been com- 


pleted: Provided, That said voyage shall be so completed within thirty days after 
the expiration of said certificate or temporary certificate: Provided further, That 
no such vessel whose certificate of inspection shall expire within fifteen days of 
the date of her sailing shall proceed upon her voyage to such port of a foreign 
country not contiguous to the United States without first having procured a new 
certificate of inspection or the temporary certificate required by this section.” 
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The report of the Department of Commerce is as follows: 


DEPARTMENT OF CoMMERCE, 
Orrice or THE GENERAL CouNSEL, 
: Washington 25, March 28, 1956. 
Hon. Hersert C, Bonner, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Cuarrman: This letter is in reply to your letter of March 16, 1955, 
requesting the views of the Department with respect to H. R. 4646, a bill to 
amend section 4421 of the Revised Statutes, in order to remove the requirement 
as to verifying under oath certain certificates of inspection, and for other purposes. 

The bill appears to be concerned primarily with matters within the purview 
of the Department of the Treasury. 

Consideration of the bill as it might affect the functions of this Department, 
indicates that our interest is too remote to justify offering comments with respect 
thereto. 

Sincerely yours, 
Puivip A. Ray, 
General Counsel, 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 4421 oF tHE REVISED STATUTES 
(U.S. C., 1946 edition, title 46, sec. 399) 


4421. When the inspection of a steam vessel is completed and the [Coast 
Guard] Secretary of the Depariment in which the Coast Guard is operating approves 
the vessel and her equipment throughout, [it] he shall make and subscribe a 
certificate to that effect C. which certificate shall be verified by the oath of the 
Coast Guard official signing it before the chief officer of the customs of the district 
or any other person competent by law to administer oaths}. [Such certificate 
shall be delivered] He shall deliver such certificate to the master or owner of the 
vessel to which it relates, [and] shall keep one copy thereof [shall be kept] on 
file in [the Coast Guard official’s] Ais office, and shall deliver one copy [shall be 
delivered] to the official who is performing the duties of the collector or other chief 
officer of the customs of the district in which such inspection has heen made, 
who shall keep the same on file in his office. If the [Coast Guard] Secretary 
refuses to grant a certificate of approval, [it] he shall make a statement in writing 
and sign the same, giving the reasons for [its] his disapproval. Upon such 
inspection and approval the [Coast Guard] Secretary shall also make and sub- 
scribe [to] a temporary certificate, which shall set forth substantially the fact 
of such inspection and approval, and shall deliver the same to the master or 
owner of the vessel and shall keep a copy thereof on file in [its] Azs office. The 
said temporary certificate shall be carried and exposed by vessels in the same 
manner as is provided in section 4423 for the regular certificate, and the form 
thereof and the period during which it is to be in force shall be as prescribed [by 
the Commandant of the Coast Guard, as provided in] under the authorily of 
section 4405. And such temporary certificate, during such period and prior to 
the delivery to the master or owner of the regular certificate, shall take the place 
of and be a substitute for the regular certificate of inspection, as required bv this 
section and by section 4426, and for the purposes of said sections. Such temporary 
certificate shall also be subject to revocation in the manner and under the con- 
ditions provided in section 4453. No vessel required to be inspected under the 
provisions of this title shall be navigated without having on board an unexpired 
regular certificate of inspection or such temporary certificate: Provided, however, 
That any such vesse! operated upon a regularly established line from a port of 
the United States to a port of a foreign country not contiguous to the United 
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States whose certificate of inspection expires at sea or while said vessel is in a 
foreign port or a port of Hawaii may lawfully complete her voyage without the 
regular certificate of inspection or the temporary certificate required by this sec- 
tion, and no liability for penalties imposed by this title for want of such certificate 
shall be incurred until her voyage shall have been completed: Provided, That 
said voyage shall be so completed within thirty days after the expiration of said 
certificate or temporary certificate: Provided further, That no such vessel whose 
certificate of inspection shall expire within fifteen days of the date of her sailing 
shall proceed upon her voyage to such port of a foreign country not contiguous 
to the United States without first having procured a new certificate of inspection 
or the temporary certificate required by this section. 
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Apri. 26, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Tracue of Texas, from the Committee on Veterans’ Affairs 
submitted the following 


REPORT 


{To accompany H., R. 5715] 


The Committee on Veterans’ Affairs, to whom was referred the 
bill (H. R. 5715) to amend the Servicemen’s Readjustment Act of 
1944 to extend the authority of the Administrator of Veterans’ Affairs 
to make direct loans, and to authorize the Administrator to make 
additional types of direct loans thereunder, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


BACKGROUND OF THE BILL 


The direct loan program as authorized by the Servicemen’s Read- 
justment Act, as amended, has been extended from year to year, in 
<eeping with the demands for financial assistance to those veterans 
living in areas where other types of financing were not available. 
The program was extended for 1 year, ending June 30, 1955, by 
Public Law 611, 83d Congress, August 21, 1954, which provided a 
sum not to exceed $150 million for the fiscal year. ‘The original 
authorization extended from July 19, 1950, to June 30, 1951, and 
empowered the Administrator to make direct loans up to $150 million 
(Public Law 475, 8ist Cong., approved April 20, 1950). After ex- 
piring, at the end of June 30, 1951, the authority was renewed on 
September 1, 1951, on a revolving fund basis, limited to $150 million 
outstanding as of any one time, and extended to June 30, 1953 (Public 
Law 139, 82d Cong.). The revolving fund included the unreserved 
portion of the original $150 million fund allocation, plus the increment 
from loan repayments, and the proceeds of sales of direct loans to 
private investors. The revolving fund was augmented in April 1952 
by an additional allocation of up to $125 million, to be made available 
by the Secretary of the Treasury in quarterly installments of $25 
million, less the proceeds of direct-loan sales in the grace quarter 
(Public Law 325, 82d Cong.). Under provisions of Public Law 101, 
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83d Congress, approved July 1, 1953, the program was zontinued for 
1 year, to June 30, 1954, with up to $100 million added to the revolving 
fund, to be made available in quarterly installments, and the maxi- 
mum interest rate on direct loans was raised to conform to the rate 
on guaranteed loans. 

Under the present law, direct loans can be made in areas where 
— financing is not available, but only to an eligible veteran who 

as not previously used any of his guaranty entitlement, for— 
the purchase or construction of a dwelling to be owned and occupied by him as 
a home, or to finance the construction or improvement of a farmhouse. 

The bill, with the exception of two technical amendments, is iden- 
tical to H. R. 5420, upon which public hearings were held on April 14, 
1955. 

EXPLANATION OF THE BILL 


It extends the direct loan program until June 30, 1956, and provides 
approximately the same amount for the program as provided by 
Public Law 611, 83d Congress; namely, $150 million. The bill also 
provides that eligible veterans who have not previously used all of 
their guaranty entitlement, and live in an area where private financing 
is not available, can obtain a direct loan. 

In addition to the foregoing, the bill also provides that a direct 
loan may be made for any of the following purposes: 

(a) To purchase or construct a dwelling to be owned and occu- 
pied by him as a home; 
(6) To purchase a farm on which there is a farm residence to 
be occupied by the veteran as his home; 
(c) To construct on land owned by the veteran a farm residence 
to be occupied by him as his home; or 
(d) To repair, alter, or improve a farm residence or other 
dwelling owned by the veteran and occupied by him as his home; 
if the Administrator finds that in the area in which the dwelling, 
farm, or farm residence is located or is to be constructed, private 
capital is not available for the financing of the purchase or construc- 
tion of dwellings, the purchase of farms with farm residences, or the 
construction, repair, alteration, or improvement of farm residences 
or other dwellings, as the case may be, by veterans under this title. 
In case there is an indebtedness which is secured by a lien against 
land owned by the veteran, the proceeds of a loan made under this 
section for the construction of a dwelling or farm residence on such 
land may be expended also to liquidate such lien, but only if the 
reasonable value of the land is equal to or in excess of the amount 
of the lien. 

Under existing laws and Veterans’ Administration regulations, the 
Veterans’ Administration will guarantee a loan to a qualified veteran 
for the construction of a dwelling to be occupied as his home on (1) a 
lot or farm owned by the veteran, or (2) on a lot or farm in which 
the veteran has an equity, or (3) on a lot or farm selected by the 
veteran, and to pay off the indebtedness against the lot or farm. 
This bill provides the same benefits under the direct loan program. 

In the hearings on this bill the Veterans’ Administration brought 
out the fact that no provision is contained in the bill requiring a first 
lien on the wy ont for a direct loan for repairs, alterations, or im- 
provements. ‘There is no mandatory requirement in the law governing 
guaranteed loans that loans for repairs, alterations, or improvements 
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be secured by first liens but existing Veterans’ Administration regu- 
lations do require such liens in certain circumstances. Further, in 
addition to other requirements to be eligible for a direct loan, the 
veteran must show ‘“‘to the satisfaction of the Administrator * * * 
that he is a satisfactory credit risk.” It is not the intent and desire 
of the committee that the Administrator make questionable direct 
loans. Pursuant to his general authority under the act it is expected 
that he would not only resolve the question of whether the veteran is 
a satisfactory credit risk but also would impose such requirements 
concerning lien security as he determines to be advisable considering 
the best interests of the Government and he may require such loans 
to be secured on a first lien basis in certain circumstances. 

In the hearings it was also brought out by the Veterans’ Adminis- 
tration that it has some 20,009 veterans on the waiting list for a direct 
loan under the present law. However, most, if not all, of the veterans 
on the waiting list are not farming veterans or veterans wanting to 
purchase a farm with a farm residence (or veterans seeking to build or 
construct a farm residence on land owned by them). This would 
indicate that in States where there is presently a large waiting list 
there are few farming veterans or veterans on such list who would 
want a direct loan to buy afarm. It is not the intent or desire of the 
committee to change the present administration of the direct loan 
program which serves the veterans on a first-come, first-served basis. 
However, this bill will make direct loans available to all veterans who 
have not exhausted their entitlement, living in an area where private 
financing is not available, for the purchase of a farm with a farm 
residence, or construction of a farm residence on land owned by the 
veteran. Therefore, it is the desire and intent of the committee and 
of this bill that the farm veterans embraced by the bill be placed on 
a parity with the veterans now on the waiting list, and that the 
Administrator issue regulations or take the necessary administrative 
action to accomplish this on an equitable basis. This could be 
accomplished by establishing a separate list of such farm veterans 
from the existing waiting lists and serving the first veterans from each 


‘list as their names come to the top. As stated hereinbefore, this would 


not materially affect the existing waiting lists, as most of those on the 
waiting list at the present time are for loans for other than farm 
properties. The committee’s desire could also be implemented by 
earmarking a percentage of the funds to be used in making direct 
loans for the purchase of a farm with a farm residence or the construc- 
tion of a farm residence. These, or other comparable procedures, 
should be used to avoid the necessity of farm veterans, or veterans 
wishing to purchase farm properties, from having to come in at the 
bottom of the present waiting list to obtain the benefits under this bill. 

The present law provides that direct loans shall be made only in 
areas where the Administrator of Veterans’ Affairs has found that 
private capital is not available for the financing of the veteran’s 
purchase or construction of a dwelling or construction or improvement 
of a farmhouse. This bill does not change this provision; the Ad- 
ministrator will continue to designate direct loan areas. 

To summarize, this bill— 

1. Extends the direct loan program for 1 year, to June 30, 1956. 

2. Provides for $150 million for the extended year of the program 
(not to exceed $50 million in any quarter less the amount of sales). 

3. Extends the direct loan benefits to all qualified veterans who 
have not previously used all their guaranty entitlement. 
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4. Provides that a direct loan can be made for any of the following 
purposes: 

(a) To purchase or construct a dwelling to be owned and 
occupied by him as a home; 

(6) To purchase a farm on which there is a farm residence to 
be occupied by the veteran as his home; 

(c) To construct on land owned by the veteran a farm residence 
to be occupied by him as his home; or 

(2) To repair, alter, or improve a farm residence or other 
dwelling owned by the veteran and occupied by him as his home. 

H. R. 5106, passed by the House on April 18, 1955, placed certain 
guaranteed farm loans on a parity with city loans. This bill places 
the direct loan for a farm with a farm residence on a parity with a city 
loan for a lot with a residence. 

The status of the direct loan program (as of February 25, 1955) is 
as follows: 

From the beginning of the direct loan program in July of 1950 
through February 28, 1955, a total of 109,520 formal applications 
for direct loans had been received, of which 37,584 had been with- 
drawn or denied, 59,393 had resulted in closed and fully disbursed 
loans and 12,543 were in process. From the inception of the pro- 

ram, a total of $535,068,300 had become available in the revolving 
und for making direct loans. This sum was derived from the fol- 
lowing sources: 







































Original congressional authorization......................----- $150, 000, 000 
Subsequent Treasury advances (12 quarterly advances)_........ 307, 587, 700 
Prceheria OF arent Wai OAlOG eos oro oa ee cb i heeded iew de 35, 158, 600 
Other Draeinel PONAYMORES. oo sc ook Caiccn kn umensanndwedwannss 42, 322, 000 
jE pstedareeat Smo PERE tem dein FRAG spp airy 2 oe my pe aep eRe lee Leon 535, 068, 300 
APPLICATIONS 
Total, all types 
cae ond Initial | A l 
change, en nitial loan verage loan 
Number of previous amount amount 
month | 
Applications received to date_... 109, 520 3.3 | Dos Bisa ridebasoe 
Rejected or withdrawn to date 7, 584 2.4 () et Va 
Funds reserved, net____.....- 69, 488 1.6 | $500, 488, 486 $7, 203 
Closed and fully disbursed. 59, 393 2.3 | 419, 427, 663 7, 062 
In process, end of month. _.-... 10, 095 —2.7 | 81,060, 823 8, 030 
Cleared, not yet approved._............ 6, 167 —5.0 | 49,213,450 7, 980 
Approved, not yet closed_.............. 3,611 -8 | 29,105, 674 8, 060 
Closed, not fully disbursed_............ 317 7.5 | 2, 741, 699 8, 649 
Awaiting fund reservations... casubhboue 2, 448 160.7 ie ES eee ‘ 
Veterans waiting to file applications. . ees SOS NAY. 20, 375 ~8.4 om RyLaRe) ORR a 
SN TTE TUNER COREE oer wie bcicnimetistnsdcddnci bcs vbndisneidadicddcenwses $27, 164, 637 
LOANS 
Loans closed and fully disbursed. .............. 59, 393 2.3 
ome terminated to date, total................ 6, 669 4.6 
y sale_- ise sedkadeneecube 5, 325 3.6 
44 repay eet PRR ae DE CRE 1, 208 9.7 
By foreclosure-._.--- SA ee FETA 7 4.5 
By voluntar convey EE ETT RD 66 1.5 
Fully disbursed s outstanding .............. 52, 724 a4 
Loans in default, total_......................... 2, 659 8.5 
4 or more installments...................... 479 10.6 




















1 Loan amount not reported until funds are reserved. 
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The report of the Veterans’ Administration on a substantially 
identical bill, H. R. 5420, follows: 


VETERANS’ ADMINISTRATION, 
OrFIce OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 


Washington 25, D. C., April 12, 1956. 
Hon. Our E. Teague, ea 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacue: Further reference is made to your request for a report on 
H. R. 5420) and H. R. 5472, 84th Congress, identical bills to amend the Servicemen’s 
Readjustment Act of 1944 to extend the authoritv of the Administrator of Vet- 
erans’ Affairs to make direct loans, and to authorize the Administrator to make 
additional types of direct loans thereunder, and for other purposes. 

The purpose of these measures is to amend sections 512 and 513 of the Service- 
men’s Readjustment Act so as to extend for one year the authority of the Ad- 
ministrator of Veterans’ Affairs to make a direct loan to eligible veterans, and to 
make additional veterans, and types of loans, eligible for direct loan purposes. 
The proposed legislation would eliminate the existing provision in subsection 512 
(a) which limits the eligibility for direct loans to a veteran ‘“‘who has not previously 
availed himself of his guaranty entitlement’’ and provide by amendment to sub- 
section 512 (b) that the maximum amount of any direct loan made by the Vet- 
erans’ Administration, instead of $10,000 as at present, shall be that amount 
which bears the same ratio to $10,000 as the amount of yee to which the 
veteran is entitled under section 501 bears to $7,500. No veteran would be 
entitled to loans aggregating more than $10,000. In addition, the measures 
would authorize direct loans for the purpose of purchasing or constructing a 
dwelling, purchasing a farm with a farmhouse, constructing a farmhouse on land 
owned by the veteran, or repairing, altering or improving a farmhouse or dwelling 
owned by the veteran, provided that in each instance the farmhouse or dwelling 
is to be occupied by the veteran as his home. (Under existing law direct loans 
are authorized only for the purpose of purchasing or constructing a dwelling, or 
constructing or improving a farmhouse.) It is also provided that if there is an 
indebtedness on land owned by the veteran the proceeds of a direct loan to con- 
struct a dwelling or farmhouse thereon may be used also to liquidate the lien 
securing the indebtedness if such indebtedness does not exceed the reasonable 
value of the property. 

Section 4 of the bills would permit direct farmhouse, or home improvement, 
loans, held by the Administrator on the date of enactment of the act or made 
after such date, to be repaid in quarterly, semiannual, or annual installments 
instead of on the monthly basis presently prescribed by law. 

The measures would also extend the termination date for the direct loan 
program from June 30, 1955, to June 30, 1956, and would authorize the Secretary 
of the Treasury to advance additional funds therefor of not over $150 million 
provided that the amounts advanced in any one quarter annual period shall not 
exceed $50 million less the amounts received in the preceding quarter from the 
sale of direct loans to private lenders. 

Information relating to the legislative history and current status of the Veterans’ 
Administration direct loan program is contained in a separate statement which is 
attached hereto and made a part of this report. 

As indicated, the measures would authorize a direct loan to an eligible veteran 
who has previously made partial use of his guaranty entitlement but the maximum 
principal amount of such loan would be reduced on a pro rata basis from the 
present $10,000 limitation, depending on the percentage of the full guaranty 
entitlement of $7,500 for home loans which remains available. It is estimated 
that those veterans who have heretofore made some use of their guaranty entitle- 
ment have, on the average, about $3,500 or less, of their $7,500 entitlement remain- 
ing and, therefore, under the formula contained in the proposed legislation there 
would be available not more than $4,700 for direct loans to such veterans. In 
view of current real estate valuations the practical question arises as to whether 
this amount would prove to be adequate for the purposes intended. 

It should also be borne in mind that the existing provision, whereby no direct 
loans can be made unless private financing is unavailable for Veterans’ Adminis- 
tration guaranteed loans in the area in question, would be continued in the pro- 
posed revision of subsection 512 (a). nder regulations promulgated pursuant 
to this provision the Veterans’ Administration has, in general, excluded heavily 
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opulated areas from those eligible for direct loans and, therefore, veterans who 
ies in such areas would continue to be subject to this limitation. 

A technical consideration arises in connection with the proposed section 512 
(b) (B) of the act which would charge the guaranty entitlement of a veteran with an 
amount which bears the same ratio to $7,500 as the amount of the loan bears to 
$10,000. This proposed amendment would work to the disadvantage of veterans 
obtaining direct loans as compared to veterans able to obtain guaranteed loans. 
For example, a veteran obtaining a $10,000 direct loan would have a $7,500 charge 
against his entitlement, whereas, under the guaranteed home loan program, a 
$10,000 loan would involve an entitlement charge of only $6,000. Similar dis- 
parities would occur for lesser loan amounts, since the effect of the proposal cited 
would - to require a charge against entitlement in all instances where direct loans 
are made. 

With further reference to the proposal in H. R. 5420 and 5472 to authorize 
direct loans to finance the purchase of a farm with a farmhouse it should be noted 
that veterans have experienced increasing difficulty in recent years in obtaining 
farm loans under section 502 of the Servicemen’s Readjustment Act. For ex- 
ample, the volume of farm loans closed has decreased quite steadily from a peak of 
19,862 loans with a principal amount of $77.7 million in 1947 to 1,432 loans with a 
sen ] amount of $6.5 million in 1954. In connection with the inadequacy of 
ocal financing at the maximum rates provided for V A-guaranteed or insured loans, 
it should be borne in mind that the maximum guaranty on farm realty loans made 
pursuant to section 502 of the Servicemen’s Readjustment Act is 50 percent but not 
to exceed $4,000, whereas the maximum guaranty on home purchase, construction 
or improvement loans under section 501 of the act is 60 percent of the loan but not 
over $7,500. It is thus apparent that comparatively the guaranty protection to 
private lenders on farm real estate has been less attractive and the committee may 
wish to consider proposals designed to increase the investment appeal of farm realty 
loans to private lenders as a preferable alternative to the extension of the direct 
loan program into this field. 

The provisions of section 512 (b), which would not be modified by this measure, 
would apparently have the effect of making the requirements of section 502 
applicable to the proposed direct farmhouse loans. Such requirements would 
include determinations that ‘the ability and experience of the veteran, and the 
nature of the proposed farming operations * * * are such that there is a reason- 
able likelihood that such operations will be successful’? and that any property 
purchased ‘‘will be useful in and reasonably necessary for effiviently conducting 
such operations.” In this connection it may be noted that an index of the 
average value of farm real estate per acre prepared by the Department of Agri- 
culture indicates that the cost of farmland in November 1954 was 82 percent 
above the level of 1944. the year in which the Servicemen’s Readjustment Act 
became law. It would appear, therefore, that the amount of funds necessary in 
order to establish a farming enterprise of a size that would provide a veteran 
farmer with a livelihood has also risen substantially. Such amount may vary 
widely in different sections of the country but it would seem that in many areas 
the direct loan maximum of $10,000 might not meet the practical necessities of 
the situation. 

The first section of the proposed bills would authorize direct loans for the 
repair, alteration, or improvement of any dwelling unit. Presently. such loans 
may be made only in connection with a farmhouse and thus there would be a 
considerable widening of the authorization as to the tvpe of properties on which 
direct loans for repairs, alterations, or improvements may be made. Since section 
512 (b) provides that direct loans shall be subject to such requirements or limita- 
tions as are prescribed for guaranteed loans, and since section 500 (e) of the act 
excepts guaranteed loans for repairs, alterations, or improvements from the first 
lien security requirement, a question would appear to exist as to whether it is 
the intent of the bills that such direct loans be made other than on a first-lien 
basis. In this connection the committee may wish to consider that in respect to 
guaranteed loans such loans currently may be secured by a second lien or made 
on an unsecured basis in certain types of cases. Since it might be anticipated 
that there would be a considerable influx in the number of requests for such loans, 
the administrative complexities, particularly from the standpoint of salvage in 
case of liquidation, would be reduced if a first lien is required in such cases. In 
addition, there are problems inherent in the servicing of unsecured loans and 
second mortgage loans which do not exist with respect to loans secured by primary 
liens. Also, such loans if made on an unsecured or second-lien basis would be 
virtually unsalable. 
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Section 4 of the bills would authorize the repayment of direct farmhouse loans 
on a monthly, quarterly, semiannual or annual basis, in the discretion of the 
Administrator. This amendment would be consistent in that it would bring the 
repayment requirements on such loans into line with those currently applicable 
to guaranteed loans and permit amortization on a basis which would be more 
consonant with the manner in which the borrower derived his income. 

In connection with section 6 of the proposed legislation, which would extend 
the direct loan program for 1 year until June 30, 1956, it should be noted that, 
notwithstandirg any improvement in the supply of furds which may result from 
the SS of the voluntary home mortgage credit program established by 
title VI of the Housing Act of 1954 to facilitate the flow of private credit into 
remote areas, it is expected that there will be certain areas where VA-guaranteed 
loans will continue to be unavailable and that VA direct loans will afford veterans 
in such areas their only opportunity for sharing in the GI loan benefit. It would 
appear, therefore, that if the Congress desires to assure the availability of loan 
guaranty benefits to veterans in the remote areas, an extension of the direct loan 

rogram should be considered. In the administration of the program, the 
eterans’ Administration would continue its practice of excluding from eligibility 
those areas where private funds become available for home loans. 

Pertinent to the subject of the extension of the direct loan program is the 
statement in the budget message of the President that— 

“The Veterans’ Administration program of direct housing loans expires on June 
30, 1955. These loans are made only where guaranteed private mortgages are 
not available or cannot be secured through the voluntary home mortgage credit 
program. I recommend legislation continuing this program until expiration of 
the veterans’ loan guaranty program for World War ii veterans on July 25, 1957. 
If permission is granted to use receipts from repayments, as well as from sales, 
new obligational authority of $100 million should be adequate for the fiscal year 
1956.” 

Under the subject bilis the rate of fund advance quarterly in the first three 
quarters of the 1956 fiscal year would be accelerated with a $50 million less sales 
limitation in lieu of the present limit of $37.5 million quarterly less sales. Since 
the proposed $150 million limit for the entire year is not reduced because of sales 
proceeds, however, any reduction made from the $50 million quarterly allotments 
during the first three quarters will ordinarily become available during the fourth 
quarter. However, the amount made available in the fourth quarter, as in any 
other quarter, could not exceed $50 million less the sales in the preceding quarter. 

Certain technical aspects of the bills deserve to be noted. In connection with 
the proposed revision of section 512 (a) (2) it is noted that clause (C) of section 
512 (a) (2) would be amended to eliminate the reference of section 502. Such a 
deletion would be inappropriate unless certain amendments, contemplated by 
other pending legislation to provide for the guaranty of farmhouse loans under 
section 501, are enacted. In addition, it would seem that the word ‘‘of” in line 1 
of clause (C) on page 2 of the bills should be deleted. Moreover, it is observed 
that reference to “dwellings” was omitted in line 17 on page 2. It is believed that 
such a reference should be included to prevent uncertainty as to the fact that a 
direct home repair, alteration, or improvement loan may only be made where a 
guaranteed loan for such purpose is unavailable. 

As noted, the extension of the direct loan program proposed by the subject bills, 
and the funds proposed to be provided, are at variance with the recommendations 
of the President as contained in his budget message. Also, that recommendation 
was directed to a continuation of the existing authority which limits direct loans 
to a veteran ‘who has not previously availed himself of his guaranty entitlement,” 
and restricts the type of direct loans authorized to those to finance “the purchase 
e construction of a dwelling” or “the construction or improvement of a farm- 

ouse.’ 

No figures are available on which to base an estimate of the cost of the proposed 
legislation. It is believed, however, that the cost of servicing direct farm loans 
and the cost of resulting losses in connection with defaults would be likely to 
exceed such costs in connection with direct home loans, since in the case of farm 
loans lending would be on the basis of the likelihood of success in a business venture 
as well as on the security of real estate. 

In view of the foregoing, I am unable to recommend that the committee give 
favorable consideration to these measures. 

Advice has been received from the Bureau of the Budget that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
H. V. Hiatpy, Administrator. 
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Status or VA Direct Loan Prooram, Fesruary 28, 1955 


The Veterans’ Administration is authorized to make direct loans to eligible 
veterans for the purchase or construction of homes or for the construction or 
improvement of farmhouses in areas where guaranteed or insured home loans are 
not available from private lending sources. Designated direct loan areas consist 
primarily of the less populous counties or portions of counties. 

The original authorization extended from July 19, 1950, to June 30, 1951, and 
empowered the Administrator to make direct loans up to $150 million (Public 
Law 475, 8lst Cong., approved April 20, 1950). After expiring, at the end of 
June 30, 1951, the authority was renewed on September 1, 1951, on a revolving 
fund basis, limited to $150 million outstanding as of any one time, and extended 
to June 30, 1953 (Public Law 139, 82d Cong.). The revolving fund included the 
unreserved portion of the original $150 million fund allocation, plus the increment 
from loan repayments, and the proceeds of sales of direct loans to private investors. 
The revolving fund was augmented in April 1952 by an additional allocation of up 
to $125 million, to be made available by the Secretary of the Treasury in quarterly 
installments of $25 million, less the proceeds of direct loan sales in the preceding 
quarter (Public Law 325, 82d Cong.). Under the provisions of Public Law 101, 
83d Congress, approved July 1, 1953, the program was continued for 1 year, to 
June 30, 1954, with up to $100 million added to the revolving fund, to be made 
available in quarterly installments, and the maximum interest rate on direct 
loans was raised to conform to the rate on guaranteed loans. By joint resolution 
of the Senate and House of Representatives, Public Law 438, approved June 29, 
1954, the program was extended through July 31, 1954. Under provisions of 
Public Law 611, 83d Congress, approved August 21, 1954, the program was 
continued through June 30, 1955, with up to $150 million added to the revolving 
fund, to be made available in quarterly installments of $37% million. 

From the beginning of the direct loan program in July of 1950 through February 
28, 1955, a total of 109,520 formal applications for direct loans had been received, 
of which 37,584 had been withdrawn or denied, 59,393 had resulted in closed and 
fully disbursed loans, and 12,543 were in process. From the inception of the pro- 
gram, a total of $535,068,300 had become available in the revolving fund for 
making direct loans. This sum was derived from the following sources: 


Original congressional authorization $150, 000, 000 
Subsequent Treasury advances (12 quarterly advances) 307, 587, 700 
Pegeeeas OF Cinen WGN SONS. LS ase cde ctw ccee 35, 158, 600 
Se Sr eIRIS SUNN on cscs Scetdatindam ie euhnedmainp eet 42, 322, 000 





535, 068, 300 


By the end of February 1955, the initial amount of direct loans disbursed was 
$421,506,500. An additional $79,135,000 had been committed for loans in 
process, leaving $34,426,800 in uncommitted funds available for making additional 
direct loans. 

As of February 28, 1955, there were 22,823 veterans with loan applications or 
requests on file for which funds had not been reserved in the 56 VA regiona! 
offices which have areas designated as eligible for direct loans as compared with 
34,480 at the end of February a year ago. 

As of the end of February 1955, a total of 6,669 direct loans had been termi- 
nated, 1,208 by repayment in full, 5,325 by sale, 70 by foreclosure, and 66 by 
voluntary conveyance of title to the property. As of the end of February 1955, 
there were 2,659 direct loans in default, of which 479 were 4 or more installments 
in default, or a little less than 1 percent of the 52,724 direct loans outstanding 
on that date. 

(Veterans’ Administration, Department of Veterans Benefits, Office of Loan 
Guaranty, April 7, 1955.) 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 
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Pusiic Law 346, 78TH Concress, as AMENDED 
SUPPLEMENTAL DIRECT LOANS TO VETERANS 


Sec. 512 (88 U. S. C. 6941). (a) (1) Upon application by a veteran eligible for 
the benefits of this title [who has not previously availed himself of his guaranty 
entitlement], the Administrator is authorized and directed to make, or enter 
into a commitment to make, the veteran a loan [to finance the purchase or con- 
struction of a dwelling to be owned and occupied by him as a home, or to finance 
the construction or improvement of a farmhouse, if (1) the Administrator has 
found, after the effective date of this section, that in the area in which the dwell- 
ing or farmhouse is located or is to be constructed, private capital is not available 
for the financing of the purchase or construction of dwellings, or the construction 
or improvement of farmhouses, as the case may be, by veterans under this title, 
and (2) ~~ any of the following purposes: 

(A) To purchase or construct a dwelling to be owned and occupied by him 
as a s 

(B) To purchase a farm on which there is a farm residence to be occupied 
by the veteran as his home; 

(C) To construct on land owned by the veteran a farm residence to be occupied 
by him as his home; or 

(D) To repair, alter, or improve a farm residence or other dwelling owned by 
the veteran and occupied by him as his home; : 

p Shee Administrator finds that in the area in which the dwelling, farm, or farm resi- 

nce is located or is to be constructed, private capital is not available for the financing 
of the purchase or construction of dwellings, the purchase of farms with farm residences, 
or the construction, repair, alteration, or improvement of farm residences or other 
dwellings, as the case may be, by veterans under this title. In case there is an in- 
debtedness which is secured by a lien against land owned by the veteran, the proceeds 
of a loan made under this section for the construction of a dwelling or farm residence 
on such land may be expended also to liquidate such lien, but soe & if the reasonable 
value of the land is equal to or in excess of the amount of the lien. 

(2) No loan shall be made under this section to a veteran unless he shows to the 
satisfaction of the Administrator— 

8 that he is a satisfactory credit risk, 

B) that the monthly payments to be required under the proposed loan 
bear a proper relation to the veteran’s present and anticipated income and 
expenses, 

(C) that he is unable to obtain from private lending sources in such area 
at an interest rate not in excess of the rate authorized for guaranteed home 
loans a loan for such purpose for which he is qualified under section 501 [or 
section 502] of this title, and 

(D) that he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under the Bankhead-Jones Farm Tenant Act, as amended, or 
the Housing Act of 1949. 

(b) Loans made under this section shall bear interest at the rate to be deter- 
mined by the Administrator of Veterans’ Affairs, not to exceed the rate authorized 
for guaranteed home loans, and in no event to exceed 4% percentum per annum 
and shall be subject to such requirements or limitations ei for loans 
guaranteed under this title as may be applicable: Provided That— 

(A) the original principal amount of any such loan shall not exceed 
[$10,000] an amount which bears the same ratio to $10,000 as the amount of 
guaranty to which the veteran is entitled under section 501 at the time the loan 
ts made bears to $7,500; 

(B) the guaranty entitlement of the veteran shall be charged with [the 
same amount that would be deducted if the loan had been guaranteed to the 
maxima permitted under section 500 (a) of this title] an amount which bears 
the same ratio to $7,500 as the amount of the loan bears to $10,000; 

(C) the authority to make loans under this section shall expire [June 30, 
1955] June 30, 1956, except that if a commitment to make such a loan was 
issued by the Administrator prior to that date the loan may be completed 
subsequent to-such date. 

(c) In connection with any loan under this section, the Administrator is au- 
thorized to make advances in cash to pay the taxes and assessments on the real 
estate, to b grndghaone for the purpose of making repairs, alterations, and improve- 
ments, and to meet the incidental expenses of the transaction, and shall credit to 
the principal of the loan an amount equal to that which would have beer payable 
under section 500 (c) of this title had the loan been made by a private institution. 


CONTINUE DIRECT LOANS TO JUNE 30, 1956 13 


(d) The Administrator is authorized to sell, and shall offer for sale, to any per- 
son or entity approved for such purpose by the Administrator, any loah made 
under this section at a price not less than par; that is, the unpaid balance plus 
accrued interest, and may guarantee any loan thus sold subject to the same con- 
ditions, terms, and limitations which would be applicable were the loan guaranteed 
under section 501 [[(b) ] of this title. 

(e) [This section shall take effect ninety days after the date of enactment of 
the Housing Act of 1950.] Loans made under this section shall be repaid in 
monthly installments; except that in the case of loans made for any of the purposes 
described in clauses (B), (C), or (D) of paragraph (1) of subsection (a), the Adminis- 
trator may provide that such loans shall be repaid in quarterly, semiannual, or annual 
installments. 

(f) No veteran may obtain loans under this section aggregating more than $10,000. 

Sec. 513. (88 U.S. C. 694m). (a) For the purposes of section 512 of this title, 
the Secretary of the Treasury is hereby authorized and directed to make available 
to the Administrator such sums not in excess of $150,000,000 (plus the amount of 
any funds which may have been deposited to the credit of miscellaneous receipts 
under subsections (a) and (ce) hereof), as the Administrator shall request from 
time to time except that no sums may be made available after [June 30, 1955] 
June 30,1956. After the last day on which the Administrator may make loans 
under that section, he shall cause to be deposited with the Treasurer of the United 
States, to the credit of miscellaneous receipts, that part of all sums in the special 
deposit account referred to in subsection (c) of this section, and all moneys re- 
ceived thereafter, representing unexpended advances or the repayment or recovery 
of the principal of loans made pursuant to section 512 of this title. Interest 
collected by the Administrator on loans made under section 512 in excess of the 
amount payable by him to the Treasurer of the United States under subsection 
(b) of this section, together with any miscellaneous income or credits, shall con- 
stitute a reserve for payment of losses, if anv, and expenses incurred in the liquida- 
tion of said obligations. The Administrator shall have power to invest such re- 
serves, or anv unexpended part thereof, from time to time in obligations of the 
Government of the United States. 

(b) On advances by the Secretary of the Treasury under subsection (a) of this 
section, less those amounts deposited in miscellaneous receipts under subsections 
(a) and (c) hereof the Administrator shall pay semiannually to the Treasurer of the 
United States interest at the rate or rates determined by the Secretary of the 
Treasury, taking into consideration the current average rate on outstanding 
marketable obligations of the United States as of the last day of the month pre- 
ceding the advance. 

(ec) In order to make available the sums payable under subsection (a) of this 
section and to effectuate the purposes and functions authorized in section 512 of 
this title, the Secretary of the Treasury is hereby authorized to use, as a public 
debt transaction, the proceeds of the sale of any securities issued under the Sec- 
ond Liberty Bond Act as now in force or as hereafter amended, and the purposes 
for which securities may be issued under the Second Liberty Bond Act as now in 
force or as hereafter amended, are hereby extended to include such purposes. 
Such sums, together with all receipts hereunder, shall be deposited with the Treas- 
urer of the United States, in a special deposit account, and shall be available 
respectively, for disbursement for the purposes of section 512 of this title. Except 
as otherwise provided in subsection (a) of this section, the Administrator shall 
from time to time cause to be deposited into the Treasury of the United States, 
to the credit of miscellaneous receipts, such of the funds in said account as in his 
judgment are not needed for the purposes for which they were provided, includ- 
ing the proceeds of the sale of any loans, and not later than ne 30, 1956 
June 30, 1957, he shall cause to be so deposited all sums in said account and 
moneys received thereafter in repayment of outstanding obligations, or other- 
wise, except so much thereof as he may determine to be necessary for purposes 
of liquidation. Without rezard to any other provisions of this title, said Admin- 
istrator shall have authority to take or cause to be taken such action as in his 
judgment may be necessary or appropriate for or in connection with the custody, 
management, protection, and realization or sale of such investments, to deter- 
mine his necessary expenses and expenditures, and the manner in which the same 
shall be incurred, allowed and paid, to make such rules, regulations, and orders 
as he may deem necessary or appropriate for the carrying out of the functions 
hereby or hereunder authorized and, except as otherwise expressly provided in 
this title, to employ, utilize, compensate, and delegate any of his functions here- 
under to such persons and such corporate or other agencies, including agencies 
of the United States, as he may designate. 
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(d) For the perpanes of further augmenting the revolving fund established in 
subsection (a) hereof the Secretary of the Treasury is authorized and directed 
between the effective date of this subsection and July 1, 1952, to make available 
to the Administrator such additional sums not in excess of $25,000,000 as the 
Administrator may request, and is authorized and directed to advance from time 
to time thereafter until [june 30, 1955] June 30, 1956, such additional sums 
(not in excess of $150,000,000 in any one fiscal year) as the Administrator may 
request, [provided] except that the aggregate so advanced in any one quarter 
annual period shall not exceed the sum of [$37,500,000] $50,000,000 less that 
amount which had been returned to the revolving fund during the precedin 

quarter annual period from the sale of loans pursuant to section 512 (d) of this 
title. Except for the limitation on the sums authorized in subsection (a) hereof, 
= subsection shall be subject to the other provisions of this section and of this 

e. 
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CONSIDERATION OF H. R. 2107 





Aprit 26, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. THornperry, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 222] 


The Committee on Rules, having had under consideration House 
Resolution 222, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF H. R. 2535 





Aprit 27, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Smita of Virginia, from the Committee on Rules submitted the 
following 


REPORT 


[To accompany H, Res. 223] 


The Committee on Rules, having had under consideration House 
Resolution 223, report the same to the House with the recommendation 


that the resolution do pass. 
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EXTENSION OF THE RENEGOTIATION ACT OF 1951 





Aprit 27, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


(To accompany H. R. 4904] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 4904) to extend the Renegotiation Act of 1951 for 2 years, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Page 1, after line 6, insert: 

Sec. 2. (a) Subsection (d) of section 102 of the Renegotiation Act of 1951 (50 
U.S. C., App., see. 1212 (d)) is hereby amended by inserting after ‘‘title” each 


place it appears ‘‘or would be subject to this title except for the provisions of sec- 
tion 106” 

(b) The amendments made by subsection (a) shall apply to contracts with the 
Departments and subcontracts only to the extent of the amounts received or 
accrued by a contractor or subcontractor after December 31, 1953. 


GENERAL STATEMENT 


Your committee bill carries out the request of the President in his 
message to the Congress of March 4, 1955 for an extension of the 
Renegotiation Act of 1951 for 2 years, through December. 31, 1956. 
The present Renegotiation Act is not applicable to receipts or accruals 
attributable to performance, under contracts or subcontracts, after 
December 31, 1954. It is estimated that expenditures for national 
defense will exceed more than one-half of the total budget expenditures 
for the period that the renegotiation authority is extended by this 
bill. In addition, vast sums previously appropriated and obligated 
will result in deliveries of defense materials during the next 2 years. 
Experience has shown that renegotiation is an effective method of 
insuring against excessive profits. Unless the act is extended the 
considerable amounts which will be received or accrued by defense 
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contractors or subcontractors during the next 2 years will not be 
subject to renegotiation, and the Government and the taxpayer will 
not be adequately protected in the expenditure of such huge sums of 
money. In view of the present high tax rates, we must do everything 
in our power to see that the maximum return is received for each 
dollar spent. 


SUSPENSION OF CERTAIN PROFIT LIMITATIONS 


Other than the straight extension of the Renegotiation Act already 
referred to, your committee has made only one change in the law. 
It has added an amendment to section 102 (d) of the Renegotiation 
Act of 1951 to provide that the profit limitations under the Vinson- 
Trammel Act and the Merchant Marine Act shall not apply to any 
contract or subcontract if any of the receipts or accruals therefrom 
are subject to the Renegotiation Act of 1951, or would be subject 
thereto except for the provisions of section 106 of such act. This 
amendment is made effective with respect to amounts received or 
accrued by contractors or subcontractors after December 31, 1953. 


SECRECY CONTRACTS 


Your committee has been informed that certain contracts, because 
of secrecy considerations, are exempted from renegotiation. Your 
committee believes that in the case of such a contract the department 
making the contract should exercise exceptional care and all possible 
diligence to see that excessive profits are prevented. 


RESULTS OF RENEGOTIATION 


Your committee has been advised by the Board that during the 
period from October 3, 1951, to March 28, 1955, recoveries in the 
aggregate amount of $465,446,101 are attributable to the operation of 
the renegotiation law. These consist-of the following: 

Refunds pursuant to renegotiation agreements or orders $331, 641, 401 
Voluntary refunds and price reductions 133, 804, 700 

The renegotiation authority functions not only to recover excessive 
profits but also to prevent them. The mere existence of renegotiation, 
under current conditions, prevides contractors with inducements, 
which they might not otherwise have, to cooperate with the Govern- 
ment in setting close prices. Testimony given by the Department of 
Defense to the committee indicates that savings to the Government 
Beg 3 from this preventive aspect of renegotiation are substantial. 
While they do not appear in the dollar amount of recoveries, they do 
constitute an important factor in reducing the total costs of defense. 


CHANGES IN EXISTING LAW MADE BY THE BILL, AS INTRODUCED 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as Shaws (existing law proposed to be omitted 


is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Section 102 (a) or THe RENEGOTIATION AcT oF 1951 


SEC. 102. CONTRACTS SUBJECT TO RENEGOTIATION. 


(a) In Generat.—The provisions of this title shall be applicable (1) to all 
contracts with the Departments specifically named in section 103 (a), and related 
subcontracts, to the extent of the amounts received or accrued by a contractor 
or subcontractor on or after the first day of January 1951, whether such contracts 
or subcontracts were made on, before, or after such first day, and (2) to all contracts 
with the Departments designated by the President under section 103 (a), and 
related subcontracts, to the extent of the amounts received or accrued by a con- 
tractor or subcontractor on or after the first day of the first month beginning 
after the date of such designation, whether such contracts or subcontracts were 
made on, before, or after such first day; but the provisions of this title shall not 
be applicable to receipts or accruals attributable to performance, under contracts 
or subcontracts, after December 31, [1954] 1956. 


CHANGES IN EXISTING LAW MADE BY THE COMMITTEE AMENDMENT 


For the information of the Members of the House, changes in existing 
law made by the committee amendment are shown as jellies (existing 
law in which no change is proposed is shown in roman, new matter is 
printed in italics) : 


Section 102 (p) or THe ReNeGoTIATION AcT oF 1951 


(d) Suspension or Certain Prorit reagan MO leer ergo | any 
agreement to the contrary, the profit-limitation provisions of the Act of March 
27, 1934 (48 Stat. 503, 505), as amended and supplemented, and of section 505 
(b) of the Merchant Marine Act, 1936, as amended and supplemented (46 U. S. C. 
1155 (b)), shall not apply, in the case of such Act of March 27, 1934, to any con- 
tract or subcontract if any of the receipts or accruals therefrom are subject to this 
title or would be subject to this title except for the provisions of section 106, and, in 
the case of the Merchant Marine Act, 1936, to any contract or subcontract 
entered into after December 31, 1950, if any of the receipts or accruals therefrom 
are subject to this title or would be subject to this title except for the provisions of 
section 106. 
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MINORITY VIEWS OF NOAH M. MASON AND 
THOMAS B. CURTIS 


In lieu of the 2-year extension of the Renegotiation Act we pro- 
posed a l-year extension plus an immediate study by the Ways and 
Means Committee of the act as a part of the entire problem of defense 
procurement. Our motion was defeated. 

There is no disagreement about the need for adequate contracting 
procedure to enable the Federal Government to obtain what it needs 
at a fair and reasonable price, at the proper time, and of proper 
quality. The question is how do we best accomplish this objective. 
The immediate question is, does renegotiation help or hinder in attain- 
ing this objective. There are many people who believe that once 
the emergency of what has been termed ‘‘crash procedure’ is over, 
renegotiation creates more harm—more cost and less efficiency to the 
Government—than it creates good. We have tentatively reached 
this conclusion. However, in order to reach any considered conclusion 
a proper study must be made. This has not been done. 

In a short time the Hoover Commission will be issuing its report on 
its studies into the subject of governmental contracting procedures. 
Renegotiation is proportionately a small aspect of these various 
procedures. It is entirely possible that the solution to the problem 
that the proponents of the renegotiation device seek to effect will be 
suggested in these studies. 

Certainly, the renegotiation device has always been advocated only 
as an “emergency” measure. The arguments for the 2-year extension 
are based upon the theory that we are still in an “emergency” defense 
buildup. We suggest, as we have suggested in relation to other 
“emergency” legislation, that if the cold war is to last 1 or 2 decades 
as most people suggest, we had best quit treating our problems as 
“emergencies” and start planning intelligently for a long pull. 

No hearings for the public have been held by either the Senate 
Finance Committee or the House Ways and Means Committee since 
this present act went into actual operation in October 1951. Various 
industries who feel that the act is harmful both to Government pro- 
curement and industry have constantly requested that hearings be 
held upon the subject of how the act has operated. These requests 
have been denied. 

The Chairman of the Renegotiation Board stated that since October 
1951 through December 1954 $232 million had been turned over to the 
United States Treasury as the result of renegotiation. He estimated 
the administrative costs at $4% million a year (about $14 million for 
this period). The bulk of the cost of the operation and administra- 
tion of the act is borne by the private contractor and this cost not 
only is tax deductible, it in turn is passed on to the Government in the 
price paid. It has been estimated that this cost runs about $175 
million. Furthermore a 52 percent of $232 million tax refund for 
ser oh taxes paid on earnings must be deducted from the $232 

illion to get the proper fiscal picture. 
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Certainly it is true that the fiscal picture is only one aspect of the 
Renegotiation Act. Theoretically, the law acts as a deterrent to con- 
tracting parties in setting costs and prices. It is in this area that a 
real study of the actual operation of the act needs to be made. 

Regrettably the Renegotiation Board did not have a study or a 
breakdown of the $232 million recoupment. How much of it was from 
contracts involving newly designed equipment? How much of it was 
from contracts which had repricing provisions? How much of it was 
from subcontracts? How much from prime contracts? How much 
of it was from contracts resulting from urgency? How much of it 
was from contracts of standard commercial products, exempted from 
the act in the amendment last year? 

Both the Bonner subcommittee and the Small Business Committee 
in the 82d Congress conducted 2 years extensive hearings and studies 
into the subject of military procurement and contracting. We think 
these studies indicate one very basic conclusion: It is most important 
to good and efficient purchasing that the Federal Government not 
employ shyster tactics either by administrative procedures or by law 
in its dealings with private enterprise. 

The time is present right now when many fine, honest, and efficient 
companies will neither negotiate nor bid on contracts with the United 
States Government. The United States Government in its procuring 
will pay the price many times over if the only people it can deal with 
are the less efficient, less fine, and less honest concerns and this will 
be true no matter how many devices like renegotiation we may 
set up to check the trend of higher costs. 

We are not suggesting we have reached a danger point at this time. 
We are only suggesting that we can reach a danger point if the Con- 
gress fails to hear and consider the complaints of our honest people 
in industry against contracting procedures used by our Federal 
Government whether established by law or administratively. 

It is for these reasons we voted against the 2-year extension. 
It is because of the great importance of the subject of governmental 
procurement procedures, particularly when those like ourselves are 
trying to move Government out of business and in lieu thereof have 
more Government contracting with business, that we make this 
dissenting report. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES | 





CONSIDERATION OF H. R. 12 





Apri 28, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Coumer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 224] 


The Committee on Rules, having had under consideration House 


Resolution 224, report the same to the House with the recommendation 
that the resolution do pass, 
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APPOINTMENT OF A CONGRESSIONAL DELEGATION TO 
ATTEND THE NORTH ATLANTIC TREATY ORGANIZA- 
TION PARLIAMENTARY CONFERENCE 





Arrit 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ricwarps, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 
[To accompany H. Con. Res. 109) 


The Committee on Foreign Affairs, to whom was referred the con 
current resolution (H. Con. Res. 169) authorizing the appointment of 
a congressional delegation to attend the North Atlantic Treaty 
Organization Parliamentary Conference, having considered the same, 
report favorably and unanimously thereon and recommend that the 
concurrent resolution do pass. 

The measure was introduced by the Honorable James P. Richards, 
chairman of the Committee on Foreign Affairs, on March 31, 1955, 
and in executive session on Apri! 26,1955 the committee unanimously 
ordered it reported. 

The purpose of the resojution is to authorize the appointment of a 
congressional delegation to meet jointly with the representative 
parliamentary groups from other NATO members meeting in confer- 
ence in Paris in July 1955, to discuss common problems in the interests 
of the maintenance of peace and security in the North Atlantic area. 
Seven of the delegates are to be appointed by the Speaker from the 
Members of the House, not more than 4 of whom shall be of the same 
political party, while similarly, 7 shall be appointed by the President 
of the Senate from Members of that body. 

To meet the expenses invoived in the resolution there is authorized 
not to exceed $15,000 for each House, to be paid from the contingent 
funds of the respective bodies. The resolution further requires that 
payment shall be made upon submission of vouchers approved by the 
chairman of the respective House or Senate delegation. 

The resolution would make it possible for the legislators of NATO 
for the first time to meet in joint session to consider problems that 
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mutually affect their countries and the Organization. The com- 8 
mittee has been informed that Canada, Great Britain, France, Bel- 
ium, Luxembourg, Denmark, Italy, Greece, Turkey, and Iceland = 
ave already approved the participation of their parliamentary dele- 
gations in the conference. 
It is the view of the committee that the passage of the resolution 
would enable the Congress of the United States, through its delegation, 
to contribute in a direct way to the strength of the North Atlantic 
Alliance. A 
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AUTHORIZING THE CONVEYANCE OF A PORTION ‘OF 
CAMP MABRY, TEX., TO THE STATE OF TEXAS FOR 
NATIONAL GUARD PURPOSES 





Aprit 28, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Duruam, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 489] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 489) authorizing the transfer of a portion of the Camp Mabry 
comprising one hundred eighty-nine and eleven one-hun- comprising 
one hundred eighty-nine and eleven one-hun dredths acres, to the 
State of Texas, having considered the same, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

On page 1, line 8, strike “189.11” and insert in lieu thereof ‘200’. 

On page 4, line 12, strike the words “shall be’’ and insert in lieu 
thereof “are hereby’. 

On page 4, line 15, strike the words “shall be’ and insert in lieu 
thereof ‘‘are hereby”. 

On page 4, line 22, strike the words “shall be” and insert in lieu 
thereof “are hereby”’. 

Amend the title to read as follows: 

Authorizing the transfer of a portion of the Camp Mabry Militia Rifle Range 


tract in the city of Austin, Texas, comprising one hundred eighty-nine and eleven 
one-hundredths acres, to the State of Texas. 


PURPOSE OF THE BILL 


The purpose of H. R. 489 is to authorize the Secretary of the Army 
to convey to the State of Texas 189.11 acres of land, with the improve- 
ments thereon, for use by the Texas National Guard. 
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2 CONVEY PORTION OF CAMP MABRY TO TEXAS 


EXPLANATION OF THE AMENDMENTS 


The amendment on page 1, line 8, is a corrective one, since the 
property described in the bill is actually 200 acres, the exception of 
the 10.89 acres being provided for on page 3, lines 10 through 23. 
The second, third, and fourth amendments on page 4 were made by 
the committee in order to emphasize the reservation by the United 
States of minerals, rights of ingress and egress, and rights-of-way for 
water lines, sewer lines, etc. The committee did not wish that there 
be any doubt whatsoever that these reservations are mandatory under 
the bill. The title has been amended to correct typographical errors. 


RACKGROUND OF BILL 


The 200 acres described in the bill comprise an installation known 
as the Camp Mabry Militia Rifle Range. Of this 200 acres, 189.11 
would be conveyed under the authority of H. R. 489. The remain- 
ing 10.89 acres, which are not included in the conveyance, comprise 
two areas, of which one is a 5.8-acre tract on which the Department 
of the Army constructed an Organized Reserve Corps armory in 1950. 
The other parcel kas been set aside for joint use by the Army and 
Air Force Reserves. These two areas are needed for continuing 
defense requirements, and for this reason are excepted from the con- 
veyance. The original 200 acres were acquired by the United States 
in 1909, at a cost of $5,000. The area has been used by the Texas 
National Guard since its acquisition for maneuver and bivouac pur- 
poses, and as an impact area in conjunction with the adjoining State- 
owned rifle range. 

The committee was informed that the Department has no fore- 
seeable requirement for the property, and that, therefore, there is no 
objection to its conveyance. 


PROTECTIVE PROVISIONS IN THE CONVEYANCE 


It will be noted that the bill provides that the property must be 
used for the training and support of the National Guard of Texas, 
and that there is reserved to the United States all mineral rights in 
the property. Right of reentry and use by the United States during 
a national emergency is also required under the terms of the bill. 
Should the State of Texas fail or cease to use the property for the 
training and support of the National Guard, title to the property will 
revert to and revest in the United States, together with all improve- 
ments made by the State of Texas during its occupancy. 


FISCAL DATA 


Enactment into law of H. R. 489 will not involve the expenditure 
of any Federal funds. 
DEPARTMENTAL DATA 


There is attached hereto and made a part of this report a letter, 
dated March 22, 1955, from Secretary of the Army Stevens, indicating 
that the Department of Defense has no objection to the enactment of 
the bill, and that the Bureau of the Budget also interposes no objection. 
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Marcu 22, 1955. 
Hon. Cart VINsoN, 


Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuarrMaN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 489, 
84th Congress, a bill authorizing the transfer of a portion of the Camp Mabry 
Milita Rifle Range tract in the city of Austin, Tex., comprising 189.11 acres, 
to the State of Texas. The Secretary of Defense has delegated to the Depart- 
ment of the Army the responsibility for expressing the views of the Department 
of Defense thereon. ‘ 

The Department of the Army on behalf of the Department of Defense interposes 
no objection to the enactment of this bill. 

The purpose of the bill is to authorize and direct the Secretary of the Army to 
convey to the State of Texas 189.11 acres out of the 200 acres known as the 
Camp Mabry Militia Rifle Range tract, for use primarily for training of the 
National Guard and Air National Guard and for other military purposes, the 
conveyance to contain certain reservations and rights of reversion, as well as the 
right of repossession in the event of need for such action during a national 
emergency. 

The United States purchased the 200 acres described in the bill in June 1909 
for $5,000 and it has been used by the Texas National Guard since its acquisition 
for maneuver and bivouac purposes and as an impact area in conjunction with 
the adjoining State-owned rifle range. In 1950, an Organized Reserve Corps 
armory was constructed by the Department of the Army on a 5-acre parcel of 
this tract and, in 1954, an additional 5.89 acres adjoining the armory site were 
set aside for joint use by the Army and Air Force Reserves. These two parcels, 
which are described in lines 14-23 on page 3 of the bill, are needed for continuing 
defense requirements and, therefore, have been properly excepted from the area 
to be conveyed to the State of Texas. 

The Department of Defense has no foreseeable requirement for this property 
and, in view of the provisions of the bill assuring availability of the property 
for use for defense purposes in the event of need therefor during a national emer- 
gency, this Department favors the proposed conveyance. 

Inasmuch as the description beginning in line 1, page 2, and ending in line 9, 
page 3, embraces the entire 200-acre tract, it is recommended that the figure ‘‘200” 
be substituted for the figure ‘‘189.11”’ appearing in line 8, page 1, of the bill. 

Enactment of this measure will not involve the expenditure of any Department 
of Defense funds. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there was no objection to the 
submission of a similar report on S. 14, 84th Congress, a similar bill. 

Sincerely yours, 
Rosert T. Srevens, 
Secretary of the Army. 
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AUTHORIZING THE CONVEYANCE OF CERTAIN PROP- 
ERTY IN IOWA TO THE STATE OF IOWA FOR NATIONAL 
GUARD PURPOSES 





Aprit 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. DuruaM, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany H. R. 755} 













The Committee on Armed Services, to whom was referred the bill 
(H. R. 755) to direct the Secretary of the Army to convey certain 
property located in Polk County, lowa, and described as Camp Dodge, 
to the State of Iowa, having considered the same, report favorably 
thereon with an amendment and recommend that the bill, as amended, 
do pass. 

The amendment is as follows: 


Strike all after the enacting clause and insert in lieu thereof the 
_ following: 

That the Secretary of the Army is authorized and directed to convey by quit- 
claim deed, without monetary consideration, to the State of Iowa aii right, title, 
and interest of the United States, except as retained in this Act, in and to the 
Camp Dodge Military Reservation, Iowa, conprizing 1,848.32 acres, more or less, 
and Polk County Target Range, Iowa, comprising 742.34 acres, more or less, both 
together with all buildings and improvements thereon, and all appurtenances. 
easements, rights-of-way, and utilities belonging or appurtenant thereto. 

Sec. 2. All mineral rights, including gas and oil, in the lands authorized to be 
conveyed by this Act are hereby reserved to the United States. 

Sec. 3. The conveyance authorized by this Act shall be upon condition that 
such property shall be used primarily for training of the National Guard and for 
other military purposes, and that if the State of lowa shall cease to use the prop- 
erty so conveyed for the purposes intended, then title thereto shall immediately 
revert to the United States and, in addition, all improvements made by the State 
of lowa during its occupancy shall vest in the United States without payment of 
compensation therefor. 

Sec. 4. The conveyance authorized by this Act shall contain the further pro- 
vision that whenever the Congress of the United States declares a state of war 
or other national emergency, or the President declares a state of national] emerg- 
ency, and upon determination by the Secretary of Defense that the property con- 

veyed under this Act is usefu) or necessary for military, air, or naval purposes, 
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or in the interest of national defense, the United States shall have the right, with- 
out obligation to make payment of any kind, to reenter upon the property and 
use the same or any part thereof, including any and all improvements made 
thereon by the State of Iowa, for the duration of such state of war or of such 
national emergency. Upon the termination of such state of war or of such na- 
tional emergency plus six months such property shall revert to the State of Iowa, 
together with all appurtenances and utilities belonging or appertaining thereto. 

Sec. 5. In consideration for the conveyance of the lands described in Section 1 
of this Act, the State of Iowa shall agree to use for military purposes only and not 
to sell, convey, or otherwise dispose of all or any part of certain lands (hereinafter 
called State lands) and improvements thereon which are owned by the State of 
Towa and are used for National Guard purposes in connection with Camp Dodge 
and Polk County Target Range as of the date of the Act. The State of Iowa 
further agrees that it will, prior to delivery of the conveyance authorized herein, 
file with the Office of the Division Engineer, Corps of Engineers, Farm Credit 
Building, 206 South 19th Street, Omaha, Nebraska, a description and inventory 
of the State-owned property as defined herein. In the event that the State of 
Iowa at any time shall breach the agreement defined in this section, all right, 
title, and interest in and to the property conveyed to the State of Iowa by the 
United States under the provisions of this Act shall revert to the United States 
without cost. The State shall further agree that in the event that Congress of the 
United States declares a state of war or other national emergency, or the President 
declares a state of national emergency, the use of the State lands and improve- 
ments thereon, or any part thereof, shall, upon request of the Secretary of Defense, 
be used by the United States during such emergency without cost to the United 
States. 

Sec. 6. In executing the deed of conveyance authorized by this Act, the Secre- 
tary of the Army shall include specific provisions covering the reservations and 
conditions contained in Sections 2, 3, 4, and 5 of this Act. 

Sec. 7. The cost of any surveys necessary as an incident of the conveyance 
authorized herein shall be borne by the State of Iowa. 

Sec. 8. The Secretary of the Army is authorized to determine and enforce 
compliance with the conditions, reservations, and restrictions contained in this 
Act and any related documents. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize and direct the Secretary of 
the Army to convey by quitclaim deed, without consideration, to the 
State of lowa certain lands designated as Camp Dodge, Iowa, for the 
primary use of the National Guard of Iowa and other military purposes. 


EXPLANATION OF AMENDMENT 


There are two federally owned areas which would be conveyed under 
the authority of this bill. In between the two areas lies land owned by 
the State of Iowa. The purpose of the amendment is to consolidate 
the State and federally owned lands into a military installation com- 
prising 3,165 acres, and perpetuate the availability of the whole area 
to the United States as a single entity in the event of need during a 
national emergency. 


BACKGROUND OF THE BILL 


The area described in the bill is referred to as Camp Dodge; how- 
ever, it actually comprises two installations, known respectively as 
Camp Dodge and Polk County Target Range. These two areas are 
not contiguous. 


Camp Dodge 


The War Department established Camp Dodge during World War I, 
on property leased from the Greater Des Moines Committee. The 
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lease contained options for the renewal of the lease until 1922, and 
provided also for the purchase of such portions of the property as 
might be required after that date. The United States exercised the 
option to purchase approximately 1,848.32 acres in fee and paid 
$522,557 for the property. There are on Camp Dodge 12 hospital 
buildings and covered walks constructed by the Government in 1942. 
These improvements cost the Government $419,524. One residence 
also is located on the land, and was acquired along with the land. 


Target range 


During the years 1908-09 and the years 1917-19, the United States 
acquired some 742.34 acres of land, known as the Polk County Target 
Range. ‘This property was acquired at a cost of $85,591.59, and was 
acquired for use as a rifle range for training units of the National 
Guard. There are 11 structures on the property, including 3 resi- 
dences acquired with the land. 


UIILIZATION TO DATE 


The United States has used Camp Dodge and the Polk County 
Target Range during World Wars I and Il only. During those 
periods. a State-owned National Guard facility, consisting of approxi- 
mately 575 acres of State-owned lands providing a wide corridor 
connecting the two installations, was used by the Federal Government 
for a nominal consideration. When not required for Federal use, most 
of the Government-owned installations have been made available to 
the State of Iowa for National Guard use under licenses for periods 
not in excess of 5 years. In addition, the Department of the Army 
has leased 14 parcels of land for agricultural purposes and has leased 
3 of the residences to the State of Iowa. 


PROTECTIVE PROVISIONS IN CONVEYANCE 


It will be noted that the bill provides that the property must be used 
primarily for the training and support of the National Guard of Iowa, 
and for other military purposes, and that if the State of Iowa ceases to 
use the property for the purpeses intended, then title shall revert to 
the United States together with all improvements made by the State. 
Also, mineral rights are reserved to the United States. Right of re- 
entry and use by the United States during a national emergency are 
required under the terms of the bill. Another provision relating to 
the consolidation of the State and federally owned lands is described 
above under “Explanation of amendment.” 


FISCAL DATA 


Enactment into law of H. R. 755 will not involve the expenditure of 
any Federal funds. 


DEPARTMENTAL DATA 


There is attached hereto, and made a part of this report, a letter 
from Secretary of the Army Stevens, dated March 21, 1955, indicating 
that the Department of Defense has no nar to the enactment of 


this bill, and that the Bureau of the Bu 


Chis | get also interposes no ob- 
jection, 
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Marcu 21, 1955. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuairMan: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 755, 
84th Congress, a bill to direct the Secretary of the Ariny to convey certain prop- 
erty located in Polk County, Iowa, and described as Camp Dodge, to the State 
of Iowa. The Secretary of Defense has delegated to the Department of the 
Army the responsibility for reporting the views of the Department of Defense 
thereon. 

The Department of the Army on behalf of the Department of Defense inter- 
poses no objection to the conveyance of Camp Dodge to the State of Lowa, but 
recommends that the enclosed draft bill be substituted for H. R. 755. 

The purpose of this bill is to authorize and direct the Secretary of the Army 
to convey by quitclaim deed, without consideration, to the State of lowa all 
right, title, and interest of the United States in and to certain lands designated 
as Camp Dodge, lowa, for the primary use of the “ational Guard of Iowa and 
other military purposes. The bill provides that the conveyance shall reserve 
to the United States all mineral rights, including oil and gas, and shall provide 
that the United States shall have the right to reenter and use the property during 
a national emergency. 

While the entire area described in the bill is sometimes referred to as Camp 
Dodge, it comprises two noncontiguous installations known as Polk County 
Target Range (parcel 1) and Camp Dodge (parcel 2). 

Camp Dodge was established by the War Department during World War I 
on lands leased from the Greater Des Moines Committee, with options for re- 
newal of the lease until 1922 and for the purchase of such portions of the property 
required after that date. The Government exercised its option to purchase 
approximately 1,848.32 acres in fee at a cost of $522,557. he improvements 
located at Camp Dodge consist of 12 hospital buildings and covered walks con- 
structed by the Government in 1942 at a cost of $419,524, and 1 residence ac- 
quired with the land. 

Polk County Target Range comprises approximately 742.34 acres of land ac- 
quired in fee by the United States during the vears 1908-09 and 1917-19 at a 
cost of $85,591.50 for use as a rifle range for training National Guard units. The 
improvements located on Polk County Target Range consist of 11 buildings, 
including 5 wellhouses, 1 pump station, 1 oil house, 1 500,000-gallon reservoir, 
1 substation, 2 sheds, and 3 residences acquired with the land. The original cost 
of these improvements is not known. 

Camp Dodge and Polk County Target Range have been used by the United 
States during World Wars I and II only. During those periods, a State-owned 
National Guard facility, consisting of approximately 575 acres of State-owned 
lands providing a wide corridor connecting the 2 installations, was used by the 
Federal Government for a nominal consideration. When not required for Federal 
use, most of the Government-owned installations have been made available to 
the State of Iowa for National Guard use under licenses for periods not in excess 
of 5 years. In addition, the Department of the Army has leased 14 parcels of 
pe for agricultural purposes and has leased 3 of the residences to the State of 

owa. 

In order to provide for the consolidation of the State and federally owned lands 
into a military installation comprising 3,165 acres and at the same time, perpetuate 
its availability to the United States as an entity in the event of need therefor 
during a national emergency, it is recommended that the enclosed draft bill 
which includes the basic objectives of H. R. 755, be substituted therefor. 

The enactment of H. R. 755, or the bill offered in substitution therefor, will 
not involve the expenditure of any Federal funds. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
Rosert T. Stevens, 
Secretary of the Army. 
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PROVIDING FOR THE INTERCHANGE OF SUPPLIES 
BETWEEN ‘THE ARMED FORCES 





ApriL 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dura, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany H, R. 4294] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 4294) to amend section 640 of title 14, United States Code, 
concerning the interchange of supplies between the Armed Forces, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


H. R. 4294 will clarify the authority of the Air Force to interchange 
military stores, supplies equipment, and real estate between it, the 
Army, Navy, and Coast Guard. 


BACKGROUND OF THE BILL 


The Army, Navy, and Coast Guard have, in the past, interchanged 
military stores, supplies, and equipment, including real estate, pursuant 
to the authority granted by the act of July 11, 1919, as amended (10 
U.S. C. 1274). Pursuant to the authority contained in the National 
Security Act of 1947 and transfer orders issued thereunder, the act of 
July 11, 1919, was made applicable to the Department of the Air 
Force, thereby permitting the interchange between the three military 
departments and the Coast Guard, 


EFFECT OF CODIFICATION 


The act of July 11, 1919, as amended, mentioned above, was codified 
into the Coast Guard Act, and, through inadvertence, the Air Force 
was omitted from section 640, of title 14. Also, the 1919 act was 
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repealed by Public Law 247, 82d Congress. The latter act did not 
repeal 14 U. S. C. 640. 


EFFECT ON AIR FORCE 


There does not appear to be any doubt that the ommission of 
‘“‘Air Force’’ in the Coast Guard Act was inadvertent, and in view of 
the repeal of the 1919 act, there is today no specific authorization for 
the Air Force to interchange properties with the other military depart- 
ments and the Coast Guard. 


USE OF GENERAL SERVICES ADMINISTRATION ACT 


It is noted that under section 202 (c) of the Federal Property and 
Administrative Services Act of 1949 (63 Stat. 384), as amended (40 
U. S. C. 483), provision is made for the reassignment of property 
within an executive agency when it is “no longer required for the 
purposes of the appropriations from which it was purchased.” It is 
the view of the committee, however, that the Air Force should be 
permitted to interchange properties under 14 U.S. C. 640 in the same 
fashion as the other military departments do. This bill will provide 
the requisite authority and establish uniformity in the interchange 
of properties between the military departments and the Coast Guard. 


FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 


DEPARTMENTAL DATA 


H. R. 4294 is a part of the Department of Defense’s legislative 
program for the 84th Congress. The Bureau of the Budget has 
advised that there is no objection to its passage, as is evidenced by 
the letter from Acting Secretary of the Air Force Douglas, dated 
February 17, 1955, which is set out below and made a part of this 
report. 

DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 


Washington, February 17, 1955. 
Hon. Sam RaysBurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
amend section 640 of title 14, United States Code concerning the interchange of 
open between the Armed Forces. 

his proposal is a part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to its transmittal to the Congress for consideration. The Department of the Air 
Force has been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted by the 
Congress. 
PURPOSE OF THE LEGISLATION 


This proposed legislation would clarify the authority of the Air Force to inter- 
change military stores, supplies, and equipment of every character, including real 
estate owned by the Government, between the Army, Navy, and Coast Guard by 
— section 640 of the Coast Guard Act (14 U. 8. C. 640) to include the Air 

orce. 

The act of July 11, 1919 (ch. 9, 41 Stat. 132), as amended (10 U. 8S. C. 1274), 
formerly authorized the Army, Navy, and Coast Guard to “interchange, without 
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compensation therefor, * * * military stores, supplies, and equipment of every 
ch racter, including real estate owned by the Government * * *’. Pursuant to 
the aitthority contained in the National Security Act of 1947 and transfer orders 
issu.d thereunder, the act of July 11, 1919, was made applicable to the Depart- 
ment of the Air Force, thereby permitting the interchange between the three mili- 
tary departments and the Coast Guard. 

in codifying the act of July 11, 1919, as amended, into the Coast Guard Act 
the Air Force was inadvertently omitted from section 640 of title 14. In addi- 
tion the act of July 11, 1919, was repealed by the act of October 31, 1951 (Public 
Taw 247, 82d Cong.). This latter act did not repeal section 640 of the Coast 
juard Act providing for the interchange of properties between Army, Navy, and 
Coast Guard. 

Since it appears that the omission of the term “‘Air Force” in the Coast Guard 
Act was through inadvertence, and because of the repeal of the act of July 11, 
1919, there is no specific legislation authorizing the Air Force to interchange 
properties with the other military departments and the Coast Guard. How- 
ever. it is noted that under section 202 (c) of the Federal Property and Adminis- 
trative Services Act of 1949 (ch. 288, 63 Stat. 384), as amended (40 U. S. C. 
483), provision is made for the reassignment of property within an executive 
agency when it is ‘‘no longer reauired for the purposes of the appropriations from 
which it was purchased.” It is considered appropriate and advisable, however, 
to permit the Air Force to effect the interchange of properties under section 640 
of title 14, United States Code, thereby establishing uniformity in the inter- 
change of properties of all kinds between all military departments and the Coast 
yuard. 

COST AND BUDGET DATA 


This proposal would cause no increase in costs to the Government. 
Sincerely yours, 
James H. Dovatas, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 
repealed by this legislation: 


EXISTING LAW THE BILL 
Act or Avaust 4, 1949, 63 Star. 546, That section 640 of title 14, United 
(14 U.S. C. 640) States Code, is amended by inserting 


the term “Air Force,” immediately 
The interchange, without compensa- after the term “Navy,’”. 
tion therefor, of military stores, supplies, 
and equipment of every character, in- 
cluding real estate owned by the Gov- 
ernment, is authorized between the 
Army, Navy, and Coast Guard upon 
the request of the head of one service 
and with the approval of the head of 
the other service. O 
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PROVIDING FOR CONVEYANCE FOR NATIONAL GUARD 
PURPOSES OF JACKSON BARRACKS, LA., TO THE 
STATE OF LOUISIANA 





Aprit 28, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Durnam, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 5170] 









The Committee on Armed Services, to whom was referred the bill 
(H. R. 5170) to provide for the conveyance of Jackson Barracks, La., 
to the State of Louisiana, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 
















PURPOSE OF THE BILL 





To authorize the Secretary of the Army to convey to the State of 
Louisiana approximately 104.06 acres and improvements thereon, 
which comprise a portion of Jackson Barracks, La., the property to 
be used for the training and support of the National Guard of 
Louisiana. 

BACKGROUND OF THE BILL 





The land which comprises Jackson Barracks was acquired by the 
United States at a cost totaling $207,017. In 1833, the original post, 
comprising 66.56 acres, was acquired. From that time until 1937, 
the installation was known as the New Orleans Barracks. In 1848, 
21.31 additional acres were acquired. In 1942, and subsequently, 2 
further areas were purchased by the Government, of 16.2 and 33.89 
acres, respectively. These latter additional acquisitions were neces- 
sary for the expansion of the reservation in connection with its mission 
as a staging area for the New Orleans Port of Embarkation. 

From February 1, 1922, to December 4, 1930, Jackson Barracks 
was used by the National Guard of Louisiana under licenses from the 
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Department of the Army. It was one of several insta!lations which the 
act. of Congress approved March 12, 1926 (44 Stat. 203), and authorized 
the Secretary of War to sell to the State in which the land was located. 
The act of Congress approved March 30, 1928 (45 Stat. 397), provided 
for a period of 6 years, in lieu of the 2 years provided in the original 
act, in which the State of Louisiana could exercise its option to pur- 
chase Jackson Barracks. On December 5, 1930, the Secretary of War 
granted the State of Louisiana a lease of Jackson Barracks for a term 
not exceeding 25 years, in consideration of its maintenance and up- 
keep, for use for National Guard purposes, pursuant to authority 
expressly provided by the act of Congress approved June 28, 1930 
(46 Stat. 831), the State having released its option to purchase the 
property. The lease will expire on December 4, 1955. 


WORLD WAR II 


During World War II approximately 68.49 acres of the property 
leased to the State were excluded from the lease by amendments 
thereto and used as a part of the staging area referred to above. 
However, the area was returned to the State’s use in 1947. In addi- 
tion, the State is using an area embracing approximately 16.19 acres 
for National Guard training under licenses issued by the Secretary 
of the Army. 


OTHER FEDERAL USE 


The Maritime Administration is using approximately 2 acres for 
storage purposes and the Transportation Corps, United States Army, 
retains active use and control of approximately 31.90 acres for open 
storage purposes. In addition to the continuing requirement for the 
open storage area to provide support for essential operations of the 
New Orleans Port of Embarkation, the Transportation Corps of the 
Army has a firm mobilization requirement for the entire installation. 


THE BILL 


The authority granted by H. R. 5170, like other similar authority 

ranted over the past years, grants an important benefit to the 
National Guard, one of the important civilian components of our 
military service. Certainly, it constitutes an additional encourage- 
ment to a civilian component to have an installation which it occupies 
not as a mere licensee of the Government, but as a titleholder. The 
possessor of the property, under these circumstances, is materially 
encouraged to make even greater efforts to maintain and improve 
the property, realizing that total responsibility for its condition and 
efficiency for training purposes lies with its own organization. 


PROTECTIVE PROVISIONS IN CONVEYANCE 


It will be noted that the bill provides that the property must be used 
for the training and support of the National Guard of Louisiana, and 
that there is reserved to the United States all mineral rights in the 
property. Right of reentry and use by the United States during a 
national emergency is also required under the terms of the bill. 
Should the State of Louisiana fail or cease to use the property for the 
training and support of the National Guard, title to the property will 
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revert to and revest in the United States. Authority is also granted 
the Secretary of the Army to make such other reservations, restrictions, 
terms, and conditions as he may feel necessary to properly protect the 
interests of the United States. Should any surveys be made incident 
to the conveyance, the costs shall be borne by the State of Louisiana. 


FISCAL DATA 


Enactment of H. R. 5170 into law will not involve the expenditure 
of any Federal funds. 


DEPARTMENTAL DATA 


There are attached hereto, and made a part of this report, letters 
dated March 10 and 30, 1955, from Secretary of the Army Stevens and 
Brig. Gen. C. J. Hauck, Jr., respectively, indicating that the Depart- 
ment of Defense has no objection to the enactment of the bill, and that 
the Bureau of the Budget also interposes no objection. It will be 
noted that those two letters refer to H. R. 2593, which is the original 
bill introduced to authorize this conveyance. H. R. 5170 is a bill 
embodying the suggested amendments of the Department of the Army. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CureF oF LEGISLATIVE LIAISON, 
Washington 25, D. C., March 30, 1955. 
Hon. Cart Vinson, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuarrMan: Reference is made to the letter of March 10, 1955, 
from the Secretary of the Army to vou, expressing the views of the Department 
of Defense with respect to H. R. 2593, 84th Congress, a bill to provide for the 
conveyance of Jackson Barracks, La., to the State of Louisiana, and for other 
purposes, 

Inasmuch as the committee had requested that action be expedited, the report 
was submitted to the committee without a determination by the Bureau of the 
Budget as to whether it conformed to the program of the President. 

This is to inform you that the Bureau of the Budget, on March 24, 1955, 
advised the Department of the Army that it had no objection to the report 
submitted to you on March 10, 1955. 

Sincerely yours, 
C. J. Hauck, Jr., 
Brigadier General, GS, 
Chief of Legislative Liaison. 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., March 10, 1955. 
Hon. Cart Vinson, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuarrMan: Reference is made to your request for the views of the 
Secretary of Defense with respect to H. R. 2593, 84th Congress, a bill to provide 
for the convevance of Jackson Barracks, La., to the State of Louisiana, and for 
other purposes. The Secretary of Defense has delegated to the Department of 
ne Army the responsibility for reporting the views of the Department of Defense 

ereon. 

The Department of the Army, on behalf of the Department of Defense, inter- 
poses no objection to the enactment of H. R. 2593 provided it is amended in the 
manner set forth in this report. 

The purpose of the bill is indicated in its title. 

Jackson Barracks embraces approximately 137.96 acres of Government-owned 
land with military structures and improvements situated in the third municipal 
district of New Orleans, La. The land was acquired by the United States in 
four increments, at a cost totaling $207,017. The original post, comprising 
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66.56 acres, was purchased in 1833 and was known the New Orleans Barracks 
until 1937. The post was expanded in 1848 by the oe of 21.31 additional! 
acres. However, the acquisition of the remaining 50.09 acres in 2 increments of 
16.2 and 33.89 acres, respectively, did not occur until 1942 and afterward when it 
became necessary to expand the reservation to carry out its mission as a staging 
area for the New Orleans Port of Embarkation. he Department of the Army 
is unable to reconcile the acreage set forth in lines 6 and 7, page 1, with its acreage 
records for Jackson Barracks summarized above. 

Jackson Barracks was usei by the National Guard of Louisiana under licenses 
in effect from February 1, 1922, to December 4, 1930. In the meantime, it was 
one of several installations which the act of Congress approved March 12, 1926 
(44 Stat. 203), authorized the Secretary of War to sell with a 2-year option in the 
State in which the land was located to purchase the property at its appraised 
value. The act of Congress approved March 30, 1928 (45 Stat. 397), provided 
for a period of 6 years in which the State of Louisiana could exercise its option to 
purchase Jackson Barracks. However, on December 5, 1930, the Secretary of 
War granted the State of Louisiana a lease of Jackson Barracks for a term not 

xceeding 25 years, in consideration of its maintenance and upkeep, for use for 
National Guard purposes, pursuant to authority expressly provided by the act 
of Congress approved June 28, 1930 (46 Stat. 831), the State having released its 
option to purchase the property. The lease will expire on December 4, 1955. 

During World War II approximately 68.40 acres of the property leased to the 
State were excluded from the lease by amendments thereto and used as a part of 
the staging area referred to above. However, the area was returned to the State's 
use in 1947. In addition, the State is using an area embracing approximately 
16.19 acres for National Guard training under licenses issued by the Secretary 
of the Army. The Maritime Administration is using approximately 2 acres for 
storage purposes and the Transportation Corps, United States Army, retains 
active use and control of approximately 31.90 acres for open storage purposes. 

In addition to the continuing requirement for the open storage area to provide 
support for essential operations of the New Orleans Port of Embarkation, the 
Transportation Corps of the Army has a firm mobilization requirement for the 
entire installation. Section 1 of H. R. 2593 generally is considered sufficiently 
broad in scope to authorize the Secretary of the Army to incorporate in the deed 
conveying any portion of Jackson Barracks the terms, conditions, reservations, 
and restrictions, including recapture during an emergency, which are customarily 
included in such conveyances. However, in order to provide for current and 
long-range requirements of the Department of the Army for the oper storage 
area, it is recommended that lines 5-7, page 1, be deleted and the following 
substituted therefor: ‘interest of the United States in and to so much of the rea! 
proneesy comprising Jackson Barracks, Louisiana, as is held by the State of 
Louisiana under lease numbered W-766-QM-6117 and a license issued by the 
pang page of the Army on July 26, 1952, being in the aggregate 104.06 acres, more 
or less, in’. 

Furthermore, it is recommended that after the word ‘‘emergency”’ in line 5, 
page 2, a semicolon be substituted for the comma and the following phrase be 
inserted: “the condition and limitation that if the property shall fail or cease to be 
used for the training and support of the National Guard of Louisiana, the title to 
the property so conveyed shall revert to and revest in the United States;”. 

Enactment of this measure, amended in the manner recommended, wil not in- 
volve the expenditure of any Department of Defense funds. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that the report be expedited, it is 
submitted without a determination by the Bureau of the Budget as to whether or 
not it conforms to the program of the President. As soon as such advice is re- 
ceived it will be forwarded to your committee. 

Sincerely yours, 
Rosert T. Stevens 
Secretary of the Army. 
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NATIONAL RESERVE PLAN 





Aprit 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed with illustrations 











Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 










REPORT 


7 [To accompany H. R. 5297] 
; 


a 
5 
ao 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 5297) to provide for strengthening of the Reserve Forces, and 



















| for other purposes, having considered the same, report favorably 
' thereon with amendments and recommend that the bill as amended 
1 do pass. 

- The amendments are as follows: 

© _ On page 2, line 11, strike the words ‘“‘or in the National Security 
» Training Corps,”’. 

' — On page 2, line 14, strike the words “‘or-in training in the National 
| Security Training Corps,’’. 

| — On page 2, lines 18 and 19, strike the words “or from training in the 
» National Security Training Corps’. 

| On page 6, line 18, after the word “minimum”’, insert the word 
: Boi strike the word “and’’, and insert in lieu thereof the word 
e “but”. 


On page 10, lines 16 and 17, strike the parenthetical expression 
“(other than training in the National Security Training Corps)”’. 

On page 16, lines 13 to 18, strike the words “Secretary of Defense 
after consultation with agencies of the Federal Government having 
responsibility for manpower policies (or the Secretary of the Treasury 
for the United States Coast Guard when the Coast Guard is not 
operating as a service in the Navy)” and insert in lieu thereof the word 
“President”. 

On page 21, line 20, change the period to a comma and add “in 
excess Of 1,000,000 members comprised of units and members thereof 
or any member not assigned to a unit.”’ 
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Purpose OF THE BILL 


The purpose of the proposed legislation is to provide the machinery 
by which our Reserve Forces may be so organized and trained that 
in the event of war, they can be mobilized quickly to augment the 
Active Forces in combat and to carry out the internal security missions 
in the United States. This will be accomplished by this legislation 
which provides authority to strengthen the Reserve Forces of the 
Armed Forces of the United States, by improving the Reserve struc- 
ture, by supplying initially trained young men to the Reserve Forces, 
by assuring a supply of trained personnel to the National Guard, by 
insuring participation in Reserve training, and by permitting the 
peacetime organization of State defense forces. 

H. R. 5297 contains amendments to the Universal Military Training 
and Service Act, as amended, the Armed Forces Reserve Act of 1952, 
and the National Defense Act, as amended. 

H. R. 5297 represents revisions by the committee of a similar bill 
(H. R. 2967) introduced at the request of the Department of Defense, 
which embodied the proposals of the President for the National 
Reserve Plan as contained in his special message of January 13, 1955. 
In order to strengthen several major areas in the bill and to make it 
consistent with what is believed to be the desire of the American 
people, the committee has extensively revised the proposed legislation, 
and now reports to the House, as H. R. 5297, its own version of the 
National Reserve Plan. 

In considering this bill, Subcommittee No. 1 of the committee sat 
in continuous consultation for 8 weeks. During this time, hearings 
and conferences were held with the Office of the Secretary of Defense, 
all the armed services, and the major Reserve and veterans’ organiza- 
tions; with other departments, agencies, and offices of the Govern- 
ment; and with many labor, religious, and civic groups having an 
interest in the program. H. R. 5297 incorporates many recom- 
mendations and suggestions made by these various groups. The 
committee is pleased to report that H. R. 5297 has the support of 
the Department of Defense and all the major Reserve and veterans’ 
organizations. 


I, DeveLorpMentT oF; THEY NATIONAL RESERVE PLAN 


The President, in a letter of August 1, 1953, requested the National 
Security Training Commission to report on (1) the inequities in the 
present method of securing men for our Armed Forces Reserve and 
the burdens imposed, with suggestions to remedy these inequities; 
(2) the feasibility and desirability of operating a military training 
program to supply trained nonveteran reserves while at the same time 
continuing induction for service; and (3) the relationship of such a 
program to the building of a strong and equitable citizen reserve 
sufficiently advanced in training to permit the regular forces to 
expand rapidly from peacetime strength to wartime strength. 

By another letter, the President expressed his concern to the 
Director, Office of Defense Mobilization, about the problem of meet- 
ing our military manpower needs properly with the least necessary 
impact on the lives of our young men and on our national economy. 
He requested the Office of Deleene Mobilization to report on the 


availability of manpower simultaneously to operate a military train- 
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NATIONAL RESERVE PLAN 
ing program, supply military personnel for active service, and meet 
the needs of the civilian economy. 

The National Security Training Commission, in its report of 
December 1, 1953, pointed out many inequities which had occurred 
during the Korean action. The report recommended the commence- 
ment of national security training through implementation of pro- 
visions of subsection 4 (k) of the Universal Military Training and 
Service Act. 

The Director of the Office of Defense Mobilization, in his report to 
the President of January 6, 1954, recommended a new approach to 
the problem in order to improve and make more effective the utiliza- 
tion of the Nation’s manpower resources. This report raised serious 
questions relating to the capability of the manpower pool io absorb 
a basic change in the program of procuring and training manpower 
needed for the national security. In this report the Director re- 
commended that: 

(1) The National Security Council, on the basis of rec om- 
mendations by the Department of Defense, determine the size 
and composition of military Reserve Forces needed in light of 
current and future national security requirements. 

(2) The Department of Defense prepare for the consideration 
of the National Security Council a program for the establish- 
ment of an immediately callable reserve and a selectively callable 
reserve, each of appropriate size and composition. 

(3) The Department of Defense prepare for the consideration 
of the National Security Council a training program for the im- 
mediately callable Reserve. 

(4) The Department of Defense develop a plan for the callup 
of the immediately callable Reserve, and the Office of Defense 
Mobilization with the cooperation of the Department of Defense, 
Department of Labor, and the Selective Service System develop 
a plan for the callup of members of the selectively callable 
Reserve. 

The President, on January 8, 1954, agreed in general with the report 
and requested the Director to prepare a paper dealing with these 
issues for presentation to the National Security Council. 

The Department of Defense recommendations concerning Reserve 
mobilization requirements which were developed on an interservice 
basis were forwarded to the Office of Defense Mobilization in May and 
presented to the National Security Council on June 17, 1954. The 
proposed Reserve program was referred by the Council to the Depart- 
ment of Defense and the Office of Defense Mobilization to consider 
certain revisions. 

From that date until November 15, 1954, when the program was 
presented for the final time to the National Security Council, the 
Department of Defense and the Office of Defense Mobilization worked 
closely in the preparation of the National Reserve Plan. In addition 
to the military services, the Joint Chiefs of Staff, the National Secur- 
ity Council Planning Board, the Reserve Forces Policy Board, the 
Director of Selective Service, the National Security Training Com- 
mission, and other interested agencies of the executive branch, the 
National Guard Association, the Reserve Officers Association, the 
State Guard Association, and other interested organizations made 
na contributions in the development of the National Reserve 

an. 
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Three important objectives, which recognize that the Reserve 
Forces are only a part of the overall program necessary for the security 
of our Nation, governed the development of the plan: 

1. To establish and maintain effective Reserve Forces at re- 
quired size, composition, and readiness without reducing the 
combat effectiveness of the Active Forces; 

2. To assure minimum impact on essential civilian activities, 
caused by mobilizing the Reserve Forces; and 

3. To provide maximum equity of obligation for all qualified 
young men. 

In preparing the plan for strengthening the Reserve Forces, five 
eae saci a areas requiring affirmative legislation were encoun- 
tered: 

1. Reserve structure; 


2. Recruitment and training of young men for the Reserve 
Forces; 

3. Assured assignment of trained personnel to the Army Na- 
tional Guard and Air National Guard; 


4. Compliance with Reserve training participation require- 
ments; and 
5. Organization in peacetime of State militia. 
The committee in its preparation of the bill has been governed 
by the same basic objectives and has given full consideration to each of 
the five problem areas. 


On January 13, 1955, the President sent the following special mes- 
sage to the Congress: 


To the Congress of the United States: 


The military security of the United States requires Armed Forces, disposed 
and alerted for instant action, quickly reinforeeable by units ready for mobiliza- 
tion, assured an adequate pool of trained manpower for necessary expansion. 
Three elements are necessary to this military posture—(1) Active Forces in the 
strength and effectiveness necessary to meet, to repel, and to punish a first 
massive assault or to conduct a lesser operation that does not require mobilization; 
(2) Reserves so organized and trained as units that they can be speedily mobilized 
to reinforce the Active Forces in combat or to man defense operations at home; 
(3) An unorganized Reserve pool, adequate in training and numbers, to permit a 
quick general mobilization of all our military strength. 

Never, in peacetime, have we achieved this proper military posture. The 
penalties of our unreadiness have been manifold—in treasure, in blood, in the 
heartbreak of a mighty Nation buying time with the lives of men. Now, in an 
uneasy peace, we can and must move toward this proper posture—at tolerable cost, 
with due regard for tradition, without disruption of human plans or the material 
economy. 

Korea and Indochina are bitter reminders of the everpresent threat of aggression. 
The masses of armed men and the vast array of warmaking machines, maintained 
by the Soviets and their satellites along the frontiers of the free world, sharpen 
the reminders. 

The first purpose of our defense planning remains the maintenance of a just, 
secure peace. If, however, unwanted war should come, it should find us ready 
with every resource at our command to repel and defeat the enemy. And, at 
home, we must have forces trained for every emergency, should an aggressor be 
so criminally unwise as to attempt an atomic attack. 

In seeking to attain these goals, we must remember that the active military 
forces are only the cutting edge of our Nation’s full strength. A vigorous econ- 
omy, a strong mobilization base, and trained citizens are the invincible elements 
in our military striking power. 

But we cannot possibly keep armed and in uniform the total forces that might 
ultimately be required in all-out war. The inescapable burdens would endanger 
the liberties and the economic system we are determined to defend. 

On the other hand, in case of a global war, the Nation could not count on having 
time to marshal its strength while the enemy was engaged elsewhere. Unquestion- 
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ably, the United States would be involved from the outset of such a conflict. We 
must be prepared. 

The Defense Establishment, through the past 2 years, has concentrated on 
effectiveness, economy, and efficiency within the active military forces. The re- 
sult is a formidable assurance to any aggressor that we would react to attack, 
instantly and powerfully. 

In the same period, exhaustive studies have been made on manpower—the key 
to a proper military posture. The recommendations herewith submitted, dealing 
with both the Active and the Reserve Forces, are based on them. 

In summary, I recommend (1) that the present statutory provisions authorizing 
the induction of young men by the Selective Service System for 24 months of 
training and service, scheduled to expire July 1, 1955, be extended until July 1, 
1959; (2) that the existing special statutory provisions authorizing the registration 
and induction of doctors and dentists, also scheduled to expire on July 1, 1955, be 
extended until July 1, 1957; and (3) that legislation be enacted by the Congress 
to permit the strengthening of the Reserve Forces to meet essential mobilization 

uirements. 

he extension of selective service is necessary because experience demonstrates 
that active Armed Forces of the size we must maintain cannot be raised by volun- 
tary enlistments alone. The maximum number of volunteers will continue to be 
the recruiting goal of the services. But realistic estimates set the probable ceiling 
on voluntary forces, in the present economic situation, at a million and a half — 
more than 1,300,000 men short of the planned strength goal for the end of the 
fiscal year 1956. 

Active force strengths are continually under review in the light of changing 
missions and technological improvement of weapons. A major purpose is economy 
in the use of men. But I see no reasonable prospect that the world situation or 
technological advances, in the next 4 years, will render the draft unnecessary. 
I earnestly recommend, consequently, that the extension be for 4 years. In the 
case of doctors and dentists I recommend that the extension be for another period 
of 2 years only. By that time it is expected that the medical personnel require- 
ments of the Armed Forces can be met adequately by other means. 

The term of service should be retained at the 24-month level established by the 
82d Congress after weighing the military efficiency and dollar-cost arguments 
involved. Those arguments, whose soundness was proved in the experience of 
the 3 past years, are now compellingly persuasive that shortening the term of 
service would seriously damage the combat readiness of our Active Forces. 

The present operation of selective service is recognized by the American people 
as an equitable and necessary solution to a national problem. The calm planning 
for a call, the unquestioning acceptance of it, the smooth adjustment to a new way 
of life, manifested by millions of our young men and their families, evidences the 
maturity of their attitude toward the problem of national security. 

Under the new National Reserve Plan, selective service and the Reserve Forces, 
in conjunction with our Regular Establishment, will fulfill our security needs 
with the least possible disruptive impact on the life of the individual citizen and 
the civilian economy. Flexibility is a primary characteristic of the plan. Con- 
stant scrutiny and review of its operation by the services will assure its increasing 
efficiency. 

The Reserve program has been the subject of extensive study in the Congress, 
in various Government agencies and in the military services themselves over long 
periods of time. As in. our Active Forces, we will rely as heavily as possible on 
voluntary service. To further this purpose, recent surveys indicate that certain 
improvements can be accomplished within the services, without legislation, and 
steps have been taken to remedy existing deficiencies. I shall follow this action 
personally with particular attention to training for combat missions. 

In addition, however, there is need for certain changes in present laws relating 
to the Reserves. There are five principal areas where affirmative legislation is 
needed to provide the basis for a strengthened Reserve plan. 

First, present law divides Reserve personnel into categories that do not lend 
themselves fully to strategie requirements. I recommend that this be altered so 
as to provide one group of reservists who can be organized into a force main- 
tained in a high degree of readiness to meet immediate mobilization requirements, 
and a second nonorganized group with prior service who would be called into 
military service by a selective process, if the need for their services should de- 
velop in a general mobilization. 

The first group should be kept ready through training, through the constant 
flow of new men into the group, and through the screening from the group of 
combat veterans and persons of essential civilian skills in excess of military require- 
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6 NATIONAL RESERVE PLAN 


ments whenever possible. This makes provision for meeting the essential man- 
ower needs of defense supporting activities as well as t of the Armed Forces. 
oth these needs must be met if we are to realize our maximum national strength 
in time of emergency. 

Second, present legislation does not make adequate provision for bringing 
young men directly into the Reserve Forces without either adversely affecting 
the readiness of the Active Forces or reducing the capability of the Active Forces 
to recruit long-term volunteers. 

At present, the Reserves are composed of older men who have completed their 
terms of active service. For example, less than 17 percent of the men now in the 
Army Reserves are under 24 years of age. I recommend that legislation be 
adopted by which physically fit young men between the ages of 17 and 19 may 
volunteer for 6 months’ basic training, to be followed by Active Reserve partici- 
pation for a period of 9% years. 

During the 6-month period of training, these young men would receive pay at 
the reduced rate of $30 a month. The total numbers accepted in the basic type 
training should be subject to quotas, fixed by the President, to avoid bringing the 
manpower pool down to an undesirably low level; on the other hand, if an adequate 
number do not volunteer for this program, authority should be given to induct 
the needed young men through the Selective Service System. Men so selected 
would be between the ages of 1844 and 19. 

The 6-month training program should be authorized for a term of 4 years, 
covering the same period as the requested extension of the draft. In connection 
with this program, the National Security Training Commission should serve in 
an advisory capacity to the Secretary of Defense and to the President as Com- 
mander in Chief. 

Third, under present legislation, there is no assurance that the National Guard, 
which by law is in the first line of defense and dependent on voluntary enlistments, 
receives an adequate supply of young men with appropriate basic training. Young 
men who enlist in the National Guard receive no concentrated initial training of 
the type provided by the active services. I recommend that legislation be 
enacted by which the men enlisting in the National Guard receive basic training 
in the active services. There must be further assurance that the National 
Guard contain a hard core of men who have been schooled in leadership and 
technical military skills through longer periods of active training and service. 

Primary emphasis on voluntary recruitment of personnel for the National 
Guard should continue. However, subject to constitutional limitations, the leg- 
islation should provide that in the event of failure to recruit the necessary num- 
bers and quality of volunteer personnel, and at the request or approval of the 
governor of a State, personnel completing training or service in the Active Forces 
may be assigned to the National Guard for their obligated period of reserve 
participation. 

Fourth, I recommend that legislation be adopted to induce participation in 
Reserve training by providing that men who have served less than 2 years may 
be recalled to active duty in order to maintain or restore proficiencies. 

It is also contemplated that reservists who fail or refuse to participate in the 
Reserve training that may be required of them and choose not to restore lost 
proficiencies, will be given other than an honorable discharge at the end of their 
period of military obligation. Such action, which will be taken in accordance 
with existing statutory authority and procedures, is based upon the concept that 
honorable military service includes complete fulfillment of all service obligations, 
reserve as well as active. I ask that the Congress reaffirm this concept which is 
already contained in the law. 

Fifth, existing law does not permit States to maintain troops in addition to the 
National Guard. In view of the fact that the potential enemy possesses weapons 
of mass destruction and means for their delivery, it is a matter of urgent impor- 
tance that there be no break between the time that National Guard units might 
be called into Federal service and the time that the States could raise additional 
forces to replace them. I therefore recommend that the Congress enact legis- 
lation which would permit the States to raise and maintain in time of peace 
Organized Militia Forces which would take over the National Guard’s domestic 
missions and support civil defense activities upon its withdrawal. 

These five remedies are suggested as amendments to our existing legislative 
pattern, which is an essentially sound one. Through these amendments, certain 
broad objectives can be attained. To begin with we will give each young man the 
maximum possible right of self-determination by offering him a choice of methods 
of meeting his military obligation. At the threshold of his career, he will under- 
stand his obligations, so that he can make definite plans for his future. 
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NATIONAL RESERVE PLAN 7 


In addition, a more equitable sharing of the military obligations will be accom- 
plished. The program will go far toward assuring combat veterans that they 
will not be called in an emergency until younger men who have not had combat 


duty are called, thus alleviating an inequity made apparent during the Korean 
conflict. 


In sum, the program will constitute a substantial improvement in our present 


defense arrangements. It will make our determination evident to every would-be 
aggressor. 


I believe that, under today’s conditions, steps generally as outlined above 
represent the best available approach to the problem of military security. I 
earnestly urge that Congress promptly initiate its studies of the detailed measures 


necessary and that legislation incorporating the principles of the program be 
enacted. 


Dwieut D. EisENHOWER. 
Tue Waite Hovuss, January 13, 19565. 
On January 25, 1955, a bill, H. R. 2967, to implement the National 


Reserve Plan was introduced at the request of the Department of 
Defense by Mr. Brooks of Louisiana. 


Il. THe HearinGs 


The committee undertook consideration of the President’s proposals 
in the awareness that a sound military program must rest on a solid 
base and yet be adaptable to rapidly changing conditions. ; 

The Armed Forces Reserve Act of 1952, provides the foundation for 
an effective and enduring Reserve program. In reporting out that act, 
this committee gave full recognition to the phenomenon of evolution 
in Reserve legislation. 

Two important related measures are the National Defense Act and 
the Universal Military Training and Service Act. The importance 
attached to the latter by this House is demonstrated by the fact that 
on February 8, 1955, a 4-year extension of the authority therein to 
induct men for active training and service was voted by an over- 
whelming majority. 

The strategic concepts affecting national security today are quite 
different from the concepts existing at the time the Armed Forces 
Reserve Act of 1952 was enacted. H. R. 5297, rather than constitut- 
ing a new Reserve program, contains amendments to existing law to 
meet, changes in the strategic outlook and to correct shortcomings 
which experience has demonstrated exist in our present Reserve 
system. 

On February 6, 1955, Subcommittee No. 1, Mr. Brooks, chairman, 
commenced extended hearings on this legislation, giving thorough 
consideration to the views of all interested agencies, organizations, 
and individuals including Members of this House. No group or 
individual was denied the opportunity to be heard. The committee 
has developed a bill which it believes provides the necessary legislation 
to permit the strengthening of the Reserve Forces to meet mobilization 
requirements and to provide for the security of the Nation. 

During the hearings the following presented statements to the 
committee with regard to the National Reserve plan: 

Department of Defense: 
Hon. Charles E. Wilson, Secretary of Defense 
Adm. Arthur Radford, Chairman, Joint Chiefs of Staff 
Hon. Carter L. Burgess, Assistant Secretary of Defense 
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Department of the Army: 
Hon. Robert T. Stevens, Secretary of the Army 
Hon. Hugh M. Milton, IT, Assistant Secretary of the Army 
Gen. Matthew B. Ridgway, Chief of Staff 
Mr. F. L. Orth, Deputy Assistant Secretary of the Army 
Department of the Navy: 
Hon. Charles S. Thomas, Secretary of the Navy 
Adm. Robert B. Carney, Chief of Naval Operations 
Gen. L. C. Shepherd, Commandant, United States Marine Corps 
Hon. Albert Pratt, Assistant Secretary of the Navy 
Department of the Air Force: 
Hon. James H. Douglas, Under Secretary of the Air Force 
Gen. Nathan F. Twining, Chief of Staff 
Hon. David 8S. Smith, Assistant Secretary of the Air Force 
Treasury Department: 
Hon. H. Chapman Rose, Assistant Secretary of the Treasury 
Vice Adm. Alfred G. Richmond, Commandant, United States 
Coast Guard 
Selective Service System: Maj. Gen Lewis B. Hershey, Director 
National Security Training Commission: 
Hon. Warren H. Atherton, Commissioner 
Gen. Walter Bedell Smith, Commissioner 
Adm. Thomas C. Kinkaid, Commissioner 
National Guard Bureau: 
Maj. Gen. Edgar C. Erickson, Chief 
Brig. Gen. W. P. Wilson, Chief, Air Force Division 
Reserve Forces Policy Board: Dr. Arthur S. Adams, Chairman 
Department of Labor: Hon. Rocco C. Siciliano, Assistant Secretary 
of Labor 
Office of Defense Mobilization: Dr. Arthur S. Flemming, Director 
Federal Civil Defense Administration: Gov. Val Peterson, Admin- 
istrator 
State Guard Association 
Reserve Officers Association 
Maj. Gen. Lief Sverdrup, USAR 
Capt. Walter J. Taylor, Jr., USAR 
Hon. James Roosevelt, Member of Congress from California 
Active Duty Reservists Association 
National Farmers Union 
American Farm Bureau Federation 
Church of the Brethren 
William C. Gibbons 
Mrs. W. H. Moore 
National Association of Evangelical Churches 
National Grange 
National Temperance League 
National Temperance and Prohibition Council 
National Women’s Christian Temperance Union 
National Prohibition Committee 
Disabled American Veterans Auxiliary 
Friends Committee on National Legislation 
Jewish War Veterans 
Congress of Industrial Organizations 
American Labor Party 
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Disabled American Veterans 

Marine Corps Reserve Officers Association 

Greater Boston Committee to Oppose Universal Military Training 
United Christian Missionary Society 

Technical Manpower Commission, Armed Forces Chemical Association 
Board of World Peace, Methodist Church 

Mennonite Central Committee 

Manpower Commission, Engineering Joint Council 

Mrs. Agnes Waters 

American Legion 

American Chemical Society 

Armed Forces Chemical Association 

Assembly of Indiana Council of Churches 

Wayne County (Ohio) Informal Citizens Group 

Jewish Peace Fellowship 

United Christian Youth Movement 

Women’s International League for Peace and Freedom 
Board of Social Missions, United Lutheran Church of America 
American Legion Auxiliary 

Air Force Association 

AMVETS 

Association of Land Grant Colleges and Universities 
National Society of Professional Engineers 

National Association of Manufacturers 

Naval Reserve Association 

National Conference of Methodist Youth 

National Association of Secondary School Principals 
National Council Against Conscription 

National Association for Advancement of Colored People 
Dauphin Way Methodist Church, Mobile, Ala. 

American Dental Association 

Manufacturing Chemists’ Association 

Veterans of Foreign Wars 

Col. Frank A. Iszard, Elmira, N. Y. 

United States Chamber of Commerce 

American Federation of Labor 

Army-Navy Union, U.S. A. 

National Council of Churches of Christ 

Mr. Whatley, District of Columbia lawyer 

National Guard Association 





Ill. Hicguurcuts or H. R. 5297 
STRUCTURE AND SIZE OF RESERVE FORCES 


The Armed Forces Reserve Act of 1952 established the Ready 
Reserve and the Standby Reserve. 

The Ready Reserve, within a statutory limit of 1,500,000 was to 
contain units and individuals, ready for active service (1) in time of 
national emergency proclaimed by the President, subject to a deter- 
mination by the Congress as to the numbers to be called, or (2) in 
an expansion of the Armed Forces in time of war or national emer- 
gency declared by the Congress. A primary consideration in estab- 
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lishing the Ready Reserve was to provide a Reserve Force for employ- 
ment in a Korea-type situation. 

The Standby Reserve was to contain units and individuals available 
for active duty only in time of war or national emergency declared by 
the Congress. Thus the Reserve mobilization base for a general 
emergency or war was divided between the two categories. As a 
separate group within the Standby Reserve, it was expected that 
there would be a relatively small inactive-status list. 

In actual practice, the Ready Reserve, while increasing in size, has 
not attained the degree of organization or training required for its 
mobilization role. 

During the entire period of more than 2 years that the Armed 
Forces Reserve Act of 1952 has been in effect, the Ready Reserve 
has exceeded the statutory ceiling of 1,500,000. The strength of the 
Ready Reserve on June 30, 1954, was more than 2,500,000. This 
number, however, is in no wise a measure of the military strength 
of the Ready Reserve. Over 300,000 of that number are part of 
the Active Forces and thus are not in Reserve. Of the 2,200,000 
ready reservists not on active duty, only about 700,000 are partici- 
pating in paid training, and this number does not represent a balanced 
and organized military force. Further, among the entire member- 
ship there are varying degrees of availability for service in an emer- 
gency. 

The Standby Reserve has not attained the composition originally 
contemplated. Since there are only 200,000 members, of “whom 
140,000, or 67 percent, are on the inactive status list, it has not been 
practicable to produce an organized force in this category. 

Personnel procedures prescribed in law have been partially respon- 
sible for the development of this situation. Under the Armed Forces 
Reserve Act of 1952, transfer of members from the Ready Reserve 
to the Standby Reserve occurs only at the request of the individual. 
Eligibility for such transfer in the case of persons having a statutory 
Reserve obligation is established through participation in Reserve 
training. 

In the development of the Armed Forces Reserve Act of 1952, i 
was anticipated that the Ready Reserve would become a well rion 
ized and highly trained force within the statutory ceiling of 1,500,000. 
It was believed that men with a statutory obligation in the Ready 
Reserve would participate in voluntary training in order to establish 
eligibility for transfer to the less vulnerable Standby Reserve. Such 
has not been the case; this incentive provision alone has not produced 
the desired result. 

Under the bill, the new Ready Reserve would be a trained and 
appropriately organized force of units and individuals, of such size 
and composition as to provide the Reserve base for the early phases 
of a general mobilization. Due to the changing strategic situation, 
primary consideration in the bill has been given to establishing the 
Ready Reserve as a Reserve military force for general mobilization. 

For the foreseeable future, the Active Forces will continue to be 
made up in part of reservists on active duty. Therefore, the term 
“Reserve Forces’’ has been adopted to denote those elements of the 
Reserve components (except the Retired Reserve) which are in fact 
in reserve and not part of the existing Active Forces. Thus the 
strength of the Ready Reserve will no longer include members of the 
Reserve on active duty. 
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H. R. 2967 provided no statutory strength ceiling on the Ready 
Reserve, but rather proposed complete flexibility as to size, as well as 
composition, based on specific mobilization requirements. Current 
requirements were set at approximately 2,950,000 to be reached by 
1959. The committee felt that some limitation was necessary, and 
established a statutory ceiling of 2,900,000 on the Ready Reserve. 

The Standby Reserve will be a nonorganized Reserve pool from 
which experienced personnel for the forces to be developed in the 
secondary phases of a general mobilization will be selected. By 1959, 
the Standby Reserve is expected to achieve a total strength of approxi- 
mately 2 million. 

As the basis for controlling the numbers within the authorized 
strength of the Ready Reserve, the bill provides that members com- 
pleting their Ready Reserve obligation will be transferred auto- 
matically to the Standby Reserve unless they volunteer to remain. 
Furthermore, there is broad authority for the service Secretaries to 
effect transfers from the Ready Reserve to the Standby Reserve 
through the screening process. 


SCREENING AND SELECTIVE RECALL 


In the bill there is full recognition that the national defense requires 
not only the creation of adequate military forces, but also the preserva- 
tion of an effective defense-supporting economy. Existing law pro- 
vides that records of members of the Reserve be maintained showing 
such information as dependency status, civilian occupation skills, and 
availability. ‘The law further requires that in the event of a limited 
mobilization, attention shall be given in ordering reservists to active 
duty to such conditions as the nature and duration of previous service, 
family responsibilities, and employment necessary to the maintenance 
of the national health, safety, and welfare. 

However, no provision is now made for a category to which indi- 
viduals of questionable mobilization availability may be transferred. 
The determination of which reservists would be ordered into military 
service and which would be left in their civilian pursuits in time of 
mobilization would have to be made by the military services. Careful 
consideration of individual cases would be most difficult. 

To correct this situation, the bill provides for continuous peacetime 
screening of the Ready Reserve to insure immediate availability in the 
event of mobilization. Members of the Ready Reserve with critical 
skills, combat veterans, and those whose mobilization would result in 
extreme personal or community hardship will be screened for possible 
transfer to the Standby Reserve. Criteria for the screening process 
will be prescribed by the President. 

Another new feature in the bill provides that members of the 
Standby Reserve will not be ordered to active duty until the Selective 
Service System has determined their availability based on the alloca- 
tion of skills between military service and essential civilian activities. 
This places the responsibility for availability determination on an 
agency outside the Department of Defense, permitting the military 
services to concentrate on the many other aspects of mobilization. It 
will also assure that such availability determination will be made in 
the light of local conditions well known to selective service boards. 
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Peacetime screening of Ready Reserves, and selective recall of the 
Standby Reserve in a general mobilization, will provide a proper 
balance of military skills in the Ready Reserve, assure the minimum 
impact of mobilization on the civilian economy, and minimize the 
recurrence of individual injustices which arose during the Korean 
emergency. 

One other feature of the bill gives recognition to manpower require- 
ments for scientific, professional, technical, and skilled personnel. 
Upon a specific finding by the President, persons with critical skills 
engaged in critical defense-supporting industries may be allowed to 
undertake their military obligation in the 6 months’ active duty for 
training program provided in the National Reserve plan, thereby 
reducing their absence from the job to 6 months. Following the 6 
months of active duty for training, such persons would be subject to 
the screening process. 

It is also of interest to note in this same connection that in acting 
to extend authority to induct men for active training and service, 
this House made no change in current deferment provisions. 


MISSION OF THE READY RESERVE 


Originally, in H. R. 2967, the Ready Reserve was described as 
consisting of ‘those trained members and units of the Reserve Forces 
available to meet immediately during early phases, but not to exceed 
6 months, of any war or mobilization, an expanded need for military 
manpower.”’ It was the consensus of the committee that such a 
description not only might be subject to misunderstanding but also 
that introducing the element of time would be restrictive to mobiliza- 
tion planning. 

Accordingly, the committee adopted the general language now con- 
tained in the bill to describe the Ready Reserve, recognizing that the 
broadening of the language would be compensated for and limited 
by the numerical ceiling of 2,900,000 placed on the Ready Reserve. 

Furthermore, the language of the original bill, H. R. 2967, ascribed 
to the Ready Reserve the mission to 

(1) Augment the Active Forces; (2) replace attrition and combat losses in the 
Active Forces; and (3) provide for building up combat and support forces, and the 
expansion of the training base. 

The committee felt that detailed and continuing missions for a 
Reserve category should not be legislated, and, therefore, eliminated 
the statement of mission from the bill. However, in the belief that 
it is important and helpful to the morale of members of the Ready 
Reserve to know exactly what is expected of them, the committee has 
included the complete statement of mission in this report. 


INITIALLY TRAINED YOUNG MEN FOR THE RESERVE FORCES 


Under existing law there are two means available for furnishing 
initially trained young men needed in the Reserve Forces. 

First, the provisions in subsection 4 (d) (3) of the Universal Military 
Training and Service Act, as amended, provide for the early release 
from active service of young men who volunteer and are accepted for 
membership in reserve component units. The Department of Defense 
has not implemented this provision of the law because of the effect 
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that such an early release program would have on the overall combat 
effectiveness of the Active Forces, since such young men during their 
period of training would of necessity be carried within the authorized 
Active Force strengths. Such a procedure would divert a large pro- 
portion of forces from operational duties to training duties, and make 
it difficult to support the overseas deployment and rotation of forces. 

Second, the provisions in section 4 (k) of the Universal Military 
Training and Service Act, as amended, provide for the implementa- 
tion of national security training. This would require that the period 
of training and service for men under age 19 be either reduced or 
eliminated. All the armed services and the Joint Chiefs of Staff 
have carefully considered this provision and have recommended 
against it because of the damaging effect it would produce on long- 
term enlistments into the Active Forces. In fiscal year 1954, 66 per- 
cent of initial long-term enlistments came from individuals below age 
19. Above this age, the number of long-term enlistees becomes pro- 
gressively smaller and the number of inductions increases. The 
Department of Defense is concerned that reduction or elimination 
of draft liability for men under age 19 would dry up this essential 
source of youthful volunteers. 

In all services, the average age of the reservists is increasing. In 
the Army Reserve, 83 percent of the enlisted personnel are over age 
24; in the Air Force Reserve, 89 percent are over age 24. Further, 
since the average age of inductees entering the Active Forces is 
increasing, the average age upon entering the Reserve Forces 2 years 
later is asp increasing. ‘The committee is of the opinion that a pro- 
gram is needed that will bring young men with adequate training 
directly into the Reserves. Youth is needed because of its higher 
combat effectiveness, to meet requirements for young men at the 
base of the pyramid to round out a Reserve training program, and 
because availability for military service is greater. 

The bill contains a new recruitment program which provides the 
means whereby young men below age 19 may enlist in the National 
Guard or Reserve, undergo 6 months of active duty for training, and 
be deferred from the draft subject to satisfactory participation in 
Reserve training. The Department of Defense in presenting this 
program proposed that the military obligation for such personnel 
should be 10 years; that the personnel while in training should receive 
$30 a month; that the numbers entering the program annually be 
under a Presidential quota control on the advice of the Joint Chiefs of 
Staff and the Secretary of Defense; and that to the extent voluntary 
means failed to meet requirements, there be authority to induct into 
the program. 

Because of the quota controls, and because persons undergoing the 
6 months’ training would be carried outside the Active Forces strength, 
this program is not expected to produce an adverse effect on the Active 
Forces. 

The committee approves this new recruitment program in principle, 
but has inserted in the bill several provisions which modify some fea- 
tures proposed by the Department of Defense. 

The committee finds the 10-year military obligation unacceptable 
and has provided instead that the military obligation to those who 
enter this program be the same as for all others who enter the Armed 
Forces, namely, 8 years. 
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Since personnel while undergoing 6 months of active duty for train- 
ing will be in a training status similar to that of individuals entering 
the Active Forces, the committee increased the pay of trainees to $50 
per month. Special provision is made to entitle them to death and 
disability benefits and afford them reemployment rights. 

The Department of Defense stated in the hearings that the number 
of persons to be enlisted each year in the 6-month training program 
would be based on requirements. In the first year the Department 
proposed to enlist 100,000, as this was considered to be the number 
which could be effectively absorbed by the Reserve Forces during the 
initial year of this program. The number could be lesser. or greater 
in subsequent years. The National Guard Association stated that it 
considered this number unrealistic and inadequate to meet the guard 
requirements alone, and that the figure should not be less than 250,000. 

In consideration of these views, the committee has provided in the 
legislation that the quotas fixed by the President shall be within the 
range of a minimum goal of 100,000 persons net and a maximum of 
250,000 persons net annually. 

The committee noted that, under current Department of Defense 
planning, the Army will be the principal user of the 6-month training 
program, with only 2 other Services, the Marine Corps and the Coast 
Guard, participating on a limited basis. 

The committee has used the word “net” to indicate the total effect 
of the quotas on the manpower pool. Thus every individual who 
enlists in the Reserve Forces for 6 months of active duty for training 
and subsequently enlists in the Regular service or volunteers for active 
duty for 2 or more years as a reservist, will be replaced in the program 
by another individual from the manpower pool. 

The committee was favorably impressed with the overall volunteer 
concept of the National Reserve Plan presented by the Department of 
Defense. The committee believes that in order for the Reserve 
program to be effective, it should be essentially voluntary. 

The committee wishes to emphasize its desire that the goal of a 
minimum of 100,000 for the 6-month training program be met. It 
also wishes to affirm its intention that this be an exclusively voluntary 
program. Should the goal not be achieved, any proposal to secure 
the necessary numbers by other than voluntary means must be 
presented to the Congress. 

H. R. 2967 provided that the National Security Training Com- 
mission would act in an advisory capacity to the Secretary of Defense 
and to the President as Commander in Chief with respect to welfare 
of young men while serving on 6 months of active duty for training. 
The committee accepted this proposal and in addition provided that 
the Commission shall report with respect to the welfare of such 
persons annually to the Congress. 

In addition to enlisting in the Reserve Forces for the 6-month 
training program, there is another choice available under the National 
Reserve Plan by which a young man may fulfill his military obligation 
through direct entry into the Reserve. 

He may enlist, prior to being ordered to report for induction, in a 
reserve component for a total of 8 years. Within 2 years of such 
enlistment he will be ordered to active duty to perform 24 months 
of active training and service in the military service in which enlisted. 
Deferment from active duty may be authorized in the case of indi- 
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viduals in officer training programs and students in high school. 
Input into this program will be subject to Presidential quota control 
on the advice of the Joint Chiefs of Staff and Secretary of Defense 
and will be in addition to the minimum and maximum imposed by the 
committee for persons enlisting in the 6-month training program. 


RESERVE OFFICERS’ TRAINING CORPS 


The ROTC program during peacetime is geared primarily to meet 
the requirements of the Reserve Forces. During today’s cold war 
situation, when the Active Forces are expanded greatly beyond the 
Regular Forces, the Active Force officer requirements cannot be met 
by the service academies alone. The ROTC program must be capable 
of meeting these additional requirements as well as the needs of the 
Reserve Forces. 

National policy expressed by the Congress requires that the obli- 
gations and privileges of serving in the Armed Forces be shared in a 
fair and just manner. Equity considerations preclude the further 
deferment from military service of ROTC graduates when other 
draft-liable persons have been and must continue to be inducted for 
active service. This consideration had even greater significance 
when the ROTC students were deferred while other individuals were 
being inducted and sent to Korea for combat. 

The problem thus stems from the necessity of having to produce the 
number of officer requirements of the Reserve Forces in addition to the 
needs of the Active Forces, and the necessity that all of these officers 
serve on active duty. The problem is further complicated when the 
Active Force officer allocations are reduced. 

Efforts to solve this problem have necessitated taking the following 
actions: 

1. Permitting the voluntary release of officers from the Active 
Forces and liberalizing opportunity for retirement; 

2. Releasing involuntarily Regular and Reserve officers whose 
performance was least satisfactory ; 

3. Making additional strength authorizations above Active 
Force requirements to accommodate remaining ROTC graduates. 

4. Issuing certificates of completion entitling ROTC graduates 
to be commissioned after completing obligated service as enlisted 
men. 

Under provisions of the bill, all qualified ROTC graduates will be 
commissioned. As proposed by the Department of Defense this 
matter would have been handled administratively. The committee, 
however, has seen fit to write into legislation a guarantee to commission 
all qualified Army and Air Force ROTC graduates. Upon graduation, 
those who are excess to the requirements of the Active Forces will be 
given 6 months of active duty for training following which they will 
complete their military obligation in Reserve status. The committee 
wishes to make it clear that ‘excess to requirements” in this case 
refers to numbers only and not to quality. 

The National Reserve Plan will preserve equity among individuals, 
will meet the officer requirements for our Active Forces, and will 
build an adequate be “saber base that will be available in the 


event of war. With the increase in mobilization requirements for 
the Ready Reserve, there will be greater opportunities for training 
and promotion for ROTC graduates. 
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THE MANPOWER POOL DURING THE 4-YEAR PERIOD OF THE NATIONAL 
RESERVE PLAN 


The “manpower pool,’”’ which will be an important factor in imple- 
menting the National Reserve Plan, is made up of those young men of 
draft age who have not served, who are available for induction, and 
who meet the mental and physical standards for military service. 

It is essential that an adequate manpower pool be maintained to 
provide a source of long-term enlistments for the Active Forces. At 
the same time, this pool should not be permitted to increase to the 
extent that the average age of induction would be at an unsatisfactory 
level, or would enable some men to pass the age of military liability 
without incurring the military obligation. 

Regulation of the manpower pool to meet the above conditions is 
one of the essential features of the National Reserve Plan. The size 
of the pool is subject to many variables, particularly the size of the 
Active Forces, the number and term of enlistments and reenlistments, 
the numbers of men becoming of age each year, and the number of 
deferments. 

In projecting the manpower pool for the 4 years of the National 
Reserve Plan, the following assumptions were used: 

1. Extension of induction authority and of existing selective 
service regulations and policies through fiscal year 1959. 

2. Continuation of Active Forces end-strengths in fiscal years 
1956-59 at latest programed end-strengths for fiscal year 
1956—2,859,000 for the Department of Defense and approxi- 
mately 28,000 for the Coast Guard. 

3. Continuation of existing military personnel procurement 
policies, and continuing capability of the services other than 
Army to meet their requirements for new personnel without 
resorting to induction. 

4. Reenlistment rates, on the basis of recent reenlistment 
experience, generally for the period January—September 1954. 

Based on these assumptions, it was estimated the manpower pool 
at the end of each fiscal year would be as follows: 
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Should such an increase occur in the size of the manpower pool, 
it has been estimated that the average age at induction would rise 
from about 21 years at the present time to about 24 years in fiscal 
year 1959. 

These figures do not take into account the number of men who 
will enlist in the Reserve Forces for the 6 months’ training program. 
Such members would decrease the manpower pool in a corresponding 
amount. 

In order to illustrate the cumulative effects upon the manpower 
pool of a relatively small variation in certain key factors, alternative 
estimates of the manpower pool have been made. An increase in the 
Armed Force strength of 5 percent and a decrease of 5 percent in the 
average reenlistment rate during this period, would reduce the man- 
power at the end of fiscal year 1959 from 1,790,000 to 1,360,000. A 
decrease in the Armed Force strength of 5 percent and an increase of 
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5 percent in the reenlistment rate, would increase the manpower pool 
at the end of fiscal year 1959 from 1,790,000 to 2,200,000. 

Here again, the estimates do not consider the numbers who will 
enlist in the Reserve Forces for the 6 months of active duty for train- 
ing. This serves to illustrate how the 6 months’ training program 
provides a control factor on the manpower pool while meeting valid 
military requirements. 


WHY THE NATIONAL RESERVE PLAN IS NOT UNIVERSAL MILITARY 
TRAINING 


The committee feels, in view of the erroneous conception held by 
some that the National Reserve Plan is universal military training, 
the report would not be complete without pointing out the essential 
differences between the two. 

The National Reserve Plan gives recognition to the need for a 
military manpower pool to meet Active Force requirements for long- 
term volunteers, and to protect the manpower sources of the ROTC 
program. Universal military training does not recognize this need 
fully. 

The 6 months’ training program proposed in the National Reserve 
Plan is geared to valid Reserve Forces requirements and will be con- 
trolled within the limits set forth in H. R. 5297 of 100,000 to 250,000 
annually. Universal military training is not specifically related to 
requirements, but is concerned primarily with the equal sharing of the 
military obligation and with creating a training populace. 

The 6 months’ training program under the National Reserve Plan 
is a volunteer program, whereas universal military training is a com- 
pulsory program, which personnel would enter by induction only. 
Universal military training would thus require the simultaneous 
operation of 2 induction systems at different age levels, 1 for the 
Active Forces and 1 for the Reserve Forces. 

In the National Reserve Plan, the 6 months’ trainees receive their 
training as members of the Armed Forces. Under universal military 
training, the training would be conducted under a separate corps 
with a distinctive shoulder patch. 

The National Reserve Plan is a 4-year program and is subject to 
periodic review and further continuance by the Congress in 1959. 
Universal military training is a permanent manpower program. 

The National Reserve Plan recognizes the need for maintaining 
military strength-in-being. The size of the Active and Reserve Forces 
are based on national security requirements. Universal military 
training would reduce the Active Force strength in specific relation 
to number of trainees entering Reserve Forces. 

The National Reserve Plan recognizes the need for prior-service 
personnel as the hard core of the Reserve Forces, and provides means 
to insure their participation in reserve training programs. Universal 
military training would have a completely volunteer provision as 
regards such personnel, so that upon completing 2 or more years 
mee service they would be eligible to go directly to the Standby 
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ASSURED SUPPLY OF TRAINED MEN FOR THE NATIONAL GUARD 


Under the Universal Military Training and Service Act, the Na- 
tional Guard, unlike the other Reserve components, does have a 
source of supply for young men. This law permits a young man, 
who enlists in a unit of the Army National Guard or Air National 
Guard prior to reaching age 18% years, to be deferred from induction 
for active training and service, subject to continued satisfactory 
service in such National Guard unit. 

These young men, however, are not required to undergo active 
training similar to the 6-months’ period of active duty for training 
provided for in the bill. The hearings brought out that over 70 
percent of the enlisted personnel of the National Guard have never 
received the intensive individual basic training required of men upon 
their entry into the Active Forces. 

The committee took due note not only of the fact that such indi- 
viduals who remain with the National Guard over a period of years 
do achieve a high status of training, but also of the fact that there is 
a high rate of turnover of such personnel requiring a continuing pro- 
gram of basic training. For example, in fiscal year 1954, over 112,000 
men under age 18% were enlisted into the National Guard, yet the 
net gain in this age group was only 30,000. 

ithout in any way detracting from the excellence of the training 
provided to these individuals by their units, the committee recognizes 
that the general training level of the National Guard could be im- 
proved by an assured supply of trained personnel. Accordingly, it 
was determined that all young men who acquire draft deferment 
as a result of direct entry into the Reserve program should be required 
to undergo the initial 6 months of active duty for training. 

The possibility was weighed that denying to the National Guard 
their principal source of personnel, and requiring their recruiting to be 
confined within quotas might cause the strength of the National 
Guard to decline sharply. To preclude such an eventuality there was 
incorporated into the bill a statutory requirement that sufficient per- 
sonnel be made available to the Army National Guard and Air Na- 
tional Guard to meet their approved program strengths. Directly 
related to this requirement was the placing of the annual minimum 
goal of 100,000 persons, net, on the 6-months’ training program. 

As a further measure of assuring the supply of trained personnel 
to the National Guard should voluntary means fail, consideration was 
given to the proposal contained in H. R. 2967, under which indi- 
viduals could, on the request or approval of the appropriate Gover- 
nor, be assigned to the National Guard upon release from active train- 
ing or active training and service for the purpose of the training pre- 
scribed in the Universal Military Training and Service Act. 

In prescribing a procedure for transferring individuals involun- 
tarily to the National Guard, consideration had to be given to the 
traditional status of the National Guard as a volunteer organization. 
The committee considers that the volunteer character of the Army 
National Guard and the Air National Guard should be maintained to 
the maximum extent practicable. However, as part of the first line 
defenses of the Nation, there must be a means to assure meeting the 
manpower requirements of the National Guard, should voluntary 
man fail to procure the necessary numbers and quality of per- 
sonnel. 
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The National Guard Association expressed concern that the 
language used in H. R. 2967 “assigned * * * for training in accord- 
ance with the purposes of this act” was not sufficient to make a person 
a member of the Army National Guard or the Air National Guard. 
The effect of such a condition, they stated, would be to create units in 
the Army National Guard and Air National Guard composed partially 
of personnel who had assumed the traditional dual State-Federal 
obligation and partially of personnel who would be subject only to 
the Federal obligation. This provision they felt would destroy the 
integrity of units, be destructive of discipline and morale, and be a 
long step toward federalization of the Army National Guard and Air 
National Guard. 

The committee recognized the concern of the National Guard, and 
adopted the current provisions of the bill, permitting the transfer, 
without the restriction as to the type of training as set forth in H. R. 
2967. 

TRAINING PARTICIPATION 


Earlier in this report, the committee has pointed out the failure of 
members of the Ready Reserve to participate on a large scale in 
Reserve training program. The fact that only 700,000 out of more 
than 2,200,000 reservists not on active duty are participating in 
paid training is one indication of the seriousness of the situation. 

Of necessity, some means to increase participation in Reserve 
training are essential. At the time the Armed Forces Reserve Act of 
1952 was passed, it was believed the incentives provided would be 
sufficient to assure an effective Ready Reserve. Present events 
demonstrate that such is not the case, as Jack of participation in 
training programs has resulted in a most ineffective Ready Reserve. 
The committee believes firmly that the Ready Reserve will be only 
as effective as the degree of participation in sound, comprehensive 
training programs. Much time was consumed during the hearings on 
this one problem, and many witnesses testified to the real need for 
improvement. 

The Department of Defense proposed several measures to improve 
participation. Among them were education of the public and the 
serviceman as to the military obligation, and an improved and more 
attractive training curriculum. The committee subscribes to these 
two measures. 

In furtherance of the necessity to improve participation by better 
understanding and support on the part of the public, the committee 
is hopeful that there will be increasing assistance from industry. 
Some industries have demonstrated such support by paying the 
reservist, while on training duty, the difference between his civilian 
and military pay. Equal support has been shown by granting mili- 
tary leave for periods of training duty without loss of vacation time. 
The committee commends industries which have taken such steps 
and encourages the idea of a more general participation in the practice. 
Testimony received during the hearings indicated that considerable 
improvement in the training programs is desirable and necessary. 
It is the belief of the committee that such improvements will stimulate 
participation. 

The 8-year obligation has been retained for all individuals entering 
the Armed Forces. Within the total obligation, maximum periods of 
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membership in the Ready Reserve related to length of active service 
are specified in the bill. 

Thus persons who have performed 2 years or less of active training 
or active training and service may be required to serve the remainder 
of their obligation in the Ready Reserve. Persons who serve 3 years 
of active service have a maximum of 4 years in the Ready Reserve; 
those who perform 4 years of active duty, 2 years; and those who 
perform 5 or more years of active service have no Ready Reserve 
requirement. 

he Department of Defense proposed the establishment adminis- 
tratively of an incentive training program, whereby an individual 
faithfully participating in Reserve training could reduce his Ready 
Reserve obligation. (See Chart H. R. 2967.) The committee supports 
such a concept, but because it feels that such incentives should be 
clearly and definitely understood by the individuals concerned, has 
made these incentives part of the bill. Under the terms of the bill, a 
member of the Ready Reserve who satisfactorily participates in pre- 
scribed incentive programs, shall have his required service in the 
Ready Reserve reduced so that his active and Reserve service would 
total 5 years. This feature is not available to the man who enlists in 
the 6 months’ training program. (See Chart H. R. 5297.) 

Whereas the committee realizes that many men will faithfully per- 
form their required obligation, it is nontheless convinced that meas- 
ures to insure such performance are necessary. 

The committee has completely rejected the proposal inherent in 
H. R. 2967 whereby a member of the Ready Reserve would be subject 
to a discharge under conditions other than honorable for failing or 
refusing to participate in required Reserve training. In the opinion 
of the committee this would constitute undue and harsh punishment 
and would have a serious effect and influence on the entire future life 
of any man so discharged. Many witnesses appearing before the 
committee expressed similar convictions and opposition. 

However, recognizing that some means must be provided to insure 
participation, the committee has incorporated in the bill a formula 
which it is believed will serve to keep participation at the required 
level. Under this plan, members of the Ready Reserve having an 
obligation to serve may participate in training programs involving a 
specified number of drills and annual training of not to exceed 17 
days. When the degree of participation is not considered sufficient 
to maintain proficiency, an alternative of 30 days’ annual training 
may be offered. Should a member then fail or refuse to perform either 
of these alternatives, he may be ordered without his consent and 
required to perform active duty for training for 45 days annually. 

A person enlisted in the 6-month training program will be deferred 
from induction into the Active Forces after completing the initial 
active duty for training for so long as he serves satisfactorily in the 
Reserve Forces. However, if he does not serve satisfactorily during 
any part of his obligated service, he will be liable to be inducted into 
the Armed Forces in which he has been trained. 

The original proposal in H. R. 2967 provided that such delinquent 
reservists would be liable for a period of training and service for not 
more than 18 months. The committee has changed this to 24 months 
as a more effective insurance measure. 
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ROTC graduates who serve on active duty for training for 6 months 
will be required to participate in Reserve training for the remainder 
of their obligation in accordance with standards and regulations 
developed by the Secretary of Defense. Failure to meet these stand- 
ards may result in their commission being revoked. 


STATE DEFENSE FORCES 


Under present law, the individual States may not organize troops 
in addition to the National Guard. Nor is there current statutory 
authority to organize such additional troops in case the National 
Guard were to enter active Federal service. 

During the testimony on this bill, witnesses who are interested in 
or concerned with the problem have expressed the need for the estab- 
lishment in peacetime of some type of State defense forces to provide 
for internal security during a war or national emergency. 

Governor Val Peterson, Administrator of the Federal Civil Defense 
Administration, stated: 

I also favor the provision that authorizes the establishment of militia organiza- 
tions within the States * * * authorization of State forces for use by the gov- 
ernors of States when National Guard units are federalized is a sound provision. 

State organizations of this type can materially assist the governors in affording 


assistance to local jurisdictions to support policing functions * * * and would be 
available for internal security missions and for civil defense * * * 


The State Guard Association of the United States, representing 
22 States, strongly urged the establishment in peacetime of State 
Guards and stated in testimony before the committee that: 
to properly cope with any disaster in the absence of the National Guard in 
Federal Service, a State Guard militia organized and trained in internal security 
tactics is necessary. 

The National Guard Association and the Reserve Officers’ Associa- 
tion also expressed support and the need for such forces. 

The bill contains provisions to enable the States to organize and 
maintain during periods of peace State defense forces in conformance 
with regulations of the Secretary of the Army. It is the opinion of 
the committee that this action will bolster the internal security of 
the United States and increase the availability of the National Guard 
for active Federal service. 

The committee has incorporated in the bill provisions that the 
National Guard Bureau shall administer the provisions of this section 
and be the channel of communication between the several States and 
the Department of the Army, pursuant to policies prescribed by the 
Secretary of the Army. This provision takes advantage of the fact 
that the National Guard Bureau is the channel of communication 
with the States on National Guard matters and thus can perform a 
similar function with respect to State defense forces. 

These forces will be used within the respective State borders as 
deemed necessary by the Governor thereof. While such forces may 
not be called, ordered, or drafted, into the Armed Forces of the 
United States, the members of the State forces are not exempt from 
military service in the Armed Forces by reason of such membership. 
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THE PRESIDENT’S POWER 


As originally introduced at the request of the Department of De- 
fense, H. R. 2967 contained no restriction on the power of the President 
to order members of the Ready Reserve to active duty in a national 
emergency proclaimed by him. 

Such a provision nel of course, represent a reversal of current 
provisions of the Armed Forces Reserve Act of 1952. This measure 
confers upon the President the power to call units or members of the 
Ready Reserve to active duty in an emergency proclaimed by him, 
subject to the determination by Congress of the numbers to be called. 

In placing these current restrictions on the power of the President 
with respect to the Ready Reserve, the Congress recognized the 
authority of the President, under an act of 1903, to call the militia for 
the purpose of repelling invasion and certain other purposes, and his 
power to utilize the Active Forces and to send them wherever he 
chooses. 

In reporting this bill, the committee has taken cognizance of the 
changes in the strategic situation that have occurred since enactment 
of the Armed Forces Reserve Act of 1952. Possession by the potential 
enemy of weapons of mass destruction and the means for their delivery 
on this country bring us face to face with instantaneous peril. 

Recognizing that calling out the militia is a cumbersome procedure 
and that time would be required to convene Congress should an 
emergency arise during a period when Congress was not in session, 
the committee has included in the bill provisions for the President in 
an emergency proclaimed by him to order 1 million members of the 
Ready Reserve to active duty without congressional action. 

This provision will permit the President to take certain actions 
during the time required to assemble Congress, and will serve notice 
to any potential enemy that this Nation can react quickly to aggres- 
sion. 

EFFECT OF THE BILL ON PRESENT RESERVISTS 


The bill contains a special provision under which no combat veteran 
will be subject to required participation in a Reserve training program. 
Individuals presently in the Ready Reserve under a statutory obliga- 
tion, or those who subsequently become eae through transfer, 
who were in active service prior to July 27, 1953, are relieved of any 
requirement to participate in Reserve jrainbig. 

The fact, however, that such individuals have no statutory training 
duty, does not operate to change their total military obligation nor 
the maximum period of Ready Reserve membership. Enactment of 
the bill into law will not operate to change the membership category 
of any individual reservist. 

Individuals now in the Ready Reserve on other than a statutory 
basis will be subject to transfer to the Standby Reserve unless they 
agree in writing to remain in the Ready Reserve program for at least 
a year. Individuals in the Ready Reserve under operation of statute 
will be subject to the screening procedures prescribed in the bill and 
their transfer to the Standby Reserve may be effected by the appro- 
priate Secretary without the need for them to establish eligibility 
therefor. Highest priority in the screening process will be given to 
combat veterans. 





NATIONAL RESERVE PLAN 25 


Those persons affected by the process of transfer from the Ready 
Reserve to the Standby Reserve will be afforded the opportunity, if 
qualified, to volunteer to remain in the Ready Reserve. Individuals 
transferred to the Standby Reserve may, under certain conditions, 
qualify for retirement points and for promotion. 

Members of the Reserve in active service will no longer count 
within the strength of the Ready Reserve. Within the first year of 
operation of the National Reserve plan, it is expected that through 
the transfer and screening processes and through the dropping of per- 
sonnel on active duty from the Ready Reserve rolls, the total strength 
of the Ready Reserve will be reduced to approximately 1% million, 
after which it will build up toward the statutory ceiling. 


EFFECTIVE DATE 


The effective date of all the provisions of the bill will be the date of 
enactment except in one instance. Persons in the Standby Reserve 
who are in a pay status at the time of passage of this legislation will 
be permitted to remain in such pay status for not more than 120 days 
from the effective date of the legislation. All other members of the 
Standby Reserves may be permitted to participate in training but in 
a nonpay status. This provision is made in order to allow those 
members of the Standby Reserve who are in a pay status the oppor- 
tunity to become members of the Ready Reserve. 


LV. Estimatep Costs 


The Department of Defense estimated costs (in millions of dollars) 
of the current Reserve program for fiscal year 1955, and for the 
National Reserve plan projected through fiscal year 1959 are as follows: 


{In millions] 


Estimated 
Appropri- 
ated, 1955 


Army 360 520 606 
Nary-Marine Corps 162 30S 
Air Force ISS 7 325 
100,000 6-rnonth trainees ! 32 177 

rotal 710 , 158 1,416 

| 
Che figure 100,000 has been used merely as a basis for estimating the costs of the 6-month training pre 

gram, and does not mean the number to be trained during any 1 year is fixed at 100,000. 


? This estimate is based on the program commencing fiscal year 1956 with 75 percent of $177 million being 
obligated for Ist year. 


SIX-MONTH TRAINEES 


The estimated costs for training 100,000 personnel annually in the 
6-month training program proposed in the National Reserve plan are 
predicated on the passage of legislation. For this reason they are 
contained in the amount shown for proposed legislation in the fiscal 
year 1956 budget document. 

The funds requested include estimated costs of pay and allowances, 
subsistence, clothing, transportation and other military personnel costs 
of the trainees, as well as the maintenance and operation costs required 
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for their support. 
to $50 a month. 

The funds requested exclude similar costs for the military personne! 
that will be required for support as instructors. These latter costs 
are chargeable to the Active Forces. 


The estimates of pay reflect the increase from $30) 


RESERVE FORCES PROGRAM (BUDGET CATEGORY V) 


The estimates for, fiscal years 1957 through 1959 have been developed 
by projection of the per capita costs for the average number of per- 
sonnel expected to be in a drill-pay status and for the average number 
expected to receive annual training only. 

These estimates include: 

1. Pay and allowances, subsistence, clothing, transportation, 
and other military personnel costs. The estimates of pay reflect 
the enactment of the Career Incentive Act of 1955. 

2. Purchase of individual equipment, maintenance and opera- 
tion of facilities, maintenance of vehicles and other equipment, 
petroleum, oil, lubricants, and related items. 

3. The procurement of certain classes of major items, such as 
vehicles, ammunition, and electronic equipment is included only 
for the Air National Guard. Other Reserve Forces are supplied 
from available stockpiles. 

4. Normal construction of new facilities and for additions to 
existing facilities. 

These estimates exclude: 

1. Costs for military personnel assigned to the Reserve 
program as administrators and trainers. 

2. Procurement of major items of equipment, such as tanks, 
guns, heavy weapons, ships, and other materiel. Such equip- 
ment is made available from the mobilization stockpiles of the 
military services for use by their Reserve Forces. The moderni- 
zation of equipment in the mobilization stockpiles is continuing 
This will permit such modern materiel as required to be mac 
available to the Reserves. No materiel that duplicates stockpile 
items will be procured solely for the Reserve Forces. 

3. Direct procurement of aircraft for the Reserve Forces or thie 
establishment of a mobilization stockpile. The Department ol 
Defense will continue to modernize all flying elements of its 
Active Forces and to provide for planned expansion. Aircratt 
wil continue to be made available to the Reserve Forces as they 
are phased out of the Active Forces. While the Reserves may 
mot be equipped with aircraft identical to those in the Active 
Forces, it is expected that those Reserve units required for mobi- 
lization would perform their missions from the total available 
aircraft inventories. 

4. A large portion of the approximately $1 billion referred to 
by the Department of Defense as representing an approximation 
of the requirement for the accelerated construction of new and 
additional facilities over the next 5 years. 

5. Any increase in costs which may result from the committee 
provision that inactive-duty training shall normally provide for 
an annual minimum of 48 drills. 
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6. Increase in costs for guaranteeing commissions to ROTC 
graduates who are in excess of Active Force requirements and 
are ordered to active duty for training for 6 months. 

These cost estimates present an order of magnitude only, and are 
not based on detailed programs. 


V. SECTION-BY-SECTION ANALYSIS OF THE BILL 


Section 1. Short title——This section provides that the act may be 
cited as the “National Reserve Plan.” 

Section 2. Congressional policy.—This section states the conviction 
of the Congress that the best interests of the national security de- 
mand a well-trained and well-disciplined Reserve, and further that 
honorable service includes fulfillment of service obligation in the 
Reserve Forces as well as the Active Forces. 

Section 3. Manpower.—This section amends the Universal Military 
Training and Service Act, as amended. 

Subsection (1). Military obligation and its fulfillment.—This subsec- 
tion amends paragraph 3 of subsection 4 (d) as follows: 

Retains the obligation for 8 years of Active and Reserve service for 
persons entering the Armed Forces, but extends the age limit within 
which such obligation is incurred to 35 years. At present this obliga- 
tion is acquired only by individuals below age 26, despite the fact that 
persons deferred from induction retain their draft liability to age 35. 

Reaffirms the volunteer character of the National Guard (i. e., the 
Army National Guard and the Air National Guard of the several 
States, Territories, and the District of Columbia), as set forth in see- 
tion 58 of the National Defense Act, but provides that where volunteer 
methods fail to meet personnel requirements, individuals having a re- 
maining Reserve obligation upon release from active training or from 
active training and service may, upon request or approval of the gov- 
ernor or other appropriate State authority, be transferred to the Na- 
tional Guard. This amendment incorporates into the Universal 
Military Training and Service Act specific reference to the two cate- 
gories of personnel composing the National Guard, that is, members 
of the militia voluntarily enlisted therein and persons with military 
obligations transferred thereto, and reference to membership in the 
National Guard being a prerequisite to membership in the National 
Guard of the United States (i. e., the Army National Guard of the 
United States and the Air National Guard of the United States, Reserve 
components). 

Permits individuals subject to a Reserve obligation who become 
divinity students or ordained ministers to be relieved of the require- 
ment to participate in Reserve training programs. 

Imposes on all individuals entering the Armed Forces the obligation 
to participate in Reserve training, as required, as well as an obligation 
to conform to certain administrative requirements. 

Liberalizes the conditions for early release to the Reserve components 
from active training and service, eliminating the requirements that 
the individual volunteer for and be accepted into an organized unit 
and that such release be effected prior to completing the 2-year period 
of training and service required by statute. 

Eliminates the narrow grounds of personal hardship as the sole basis 
for discharge to the completion of the 8-year obligation. This will 



































UNIVERSITY OF MICHIGAN LIBRARIES 





a8 NATIONAL RESERVE PLAN 


make it possible to discharge’'from the Reserve during their 8-year 
obligation individuals who for any reason will not be_ ‘available for 
military service during an emergency. 

Subsection (2). Direct procurement into Reserve-—This subsection 
amends clause (A) of paragraph (2) of subsection 6 (c) as follows: 

Eliminates current provision under which men below age 18% 
years may enlist in the National Guard and be deferred from induction 
subject to satisfactor vy participation until age 35. 

Permits men below age 19 to enlist in the National Guard or the 
Reserve of an armed fore e, undergo 6 months of active duty for initial 
training and serve the remainder of an 8-year obligation in Reserve 
status. 

Permits persons, prior to issuance of orders for them to report for 
induction, to enlist in the National Guard or the Reserve of an armed 
force, and within 2 years be ordered to active duty for training and 
service for 24 months, subject to postponement on the same basis and 
for the same periods of time as draft deferments are granted to high- 
school students and to college students in officer training programs. 
Although such individuals do not enjoy draft deferment, “their entry 
into active training and service is accomplished by being ordered to 
active duty by their service rather than by being inducted through 
the Selective Service System. 

Prescribes that direct entry into the Reserve Forces under either of 
above two methods will be within quotas established by the President 
and upon the advice of the Secretary of Defense and Joint Chiefs of 
Staff. Notwithstanding the quotas fixed by the President, a minimum 
of 100,000 persons net shall be enlisted annually, but no more than 
250,000 persons net may be enlisted annually to serve in the program 
involving 6 months of active duty for training. The purpose of the 
minimum is to give a reasonable assurance that the needs of the 
National Guard and Reserve for trained young men will be met; the 
purpose of the maximum is to insure that the program does not become 
one of universal military training. 

Provides a statutory guaranty that sufficient personnel will be made 
available to the Army ‘National Guard and the Air National Guard 
to meet their approved program strengths. 

Requires the National Security Training Commission to act in an 
advisory capacity to the President and to the Secretary of Defense 
and to report annually to the Congress with respect to the welfare of 
persons undergoing the 6 months of active duty for training. 

Permits persons with critical skills engaged in critical defense sup- 
porting industries to fulfill their military obligation, upon a specific 
finding by the President, by serving in the program involving 6 months 
of active duty for training. 

Provides that a person in the 6-month training program shall: 

(1) receive $50 monthly for the initial 6 months of active duty 
for training; 
(2) be regarded during the initial 6 months as grade E-1 (under 
4 months) for purposes of subsistence, travel, and transportation 
allowances and for computation of physical disability retirement, 
separation, or severance benefits under title IV of the Career 
Compensation Act of 1949, as amended; 

(3) receive under provisions of Public Law 108, 81st Congress, 

the same benefits for disability or death during the initial 6 months 
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resulting from disease or injury to which a member of the Regular 
service of corresponding grade and length of service would be 
entitled. Such persons, however, shall be denied conversion 
rights for national service life insurance; and there is a 30-day 
limitation after release from active training on servicemen’s 
indemnity coverage. 

(4) enjoy draft deferment following completion of the 6-month 
active duty for training, subject to satisfactory Reserve training 
participation, but be subject to induction for an additional 24 
months of active training and service for failure to participate 
satisfactorily in such Reserve training. 

Permits participants in officer-training programs to be enlisted in the 
Reserve outside established quotas. 

Defines “active duty for training” for the purpose of the Universal 
Military Training and Service Act in the same manner as defined in the 
Armed Forces Reserve Act of 1952. Also provides that members of 
the National Guard undergoing the 6 months of active duty for train- 
ing shall be in a Federal status. This latter provision is confirmatory 
of the present provisions of section 233 (d), Armed Forces Reserve 
Act of 1952, which permits members of the National Guard of the 
United States or Air National Guard of the United States to be ordered 
to active duty for training, with their own consent and the consent of 
the Governor, in their reserve component (Federal) status rather than 
in their militia (State) status. 

Subsection (3). ROTC.—This subsection amends paragraph (1) of 
subsection 6 (d) by additions as follows: 

Prescribes that all qualified ROTC students shall be commissioned 
upon graduation. 

Permits persons commissioned from ROTC for whom there are no 
spaces in the Active Forces requirements existing at the time to be 
ordered to active duty for training for a period of 6 months, following 
which they shall serve in an appropriate reserve component for a 
period of 7% vears. 

Provides that persons who fail to satisfy their Reserve obligation 
may have their commission revoked. 

Subsection (4). Reemployment.—This subsection amends paragraph 
(3) of subsection 9 (g) to extend to members of the National Guard 
similar reemployment rights following periods of training in their 
militia status as are now in effect for members of the Reserve com- 
ponents, 

Subsection (5). Reemployment.—This subsection adds a paragraph 
(4) to subsection 9 (g), providing that upon completion of the 6- 
month active duty for training, persons may apply for reinstatement 
of their civilian positions within 60 days and enjoy protection against 
discharge without cause from such employment for a period of 6 
months. These benefits afforded to the individual following his 
6 months of active duty for training are of slightly lesser magnitude 
than like benefits available to persons released from 2 or more years 
of active training and service. 

Section 4. Reserve organization and system.—This section contains 
14 amendments to the Armed Forces Reserve Act of 1952. 

Subsection (1). Definition—This subsection amends subsection 
101 (f), which defines ‘member of a Reserve component,’’ to incor- 
porate the additional procedure provided for acquiring membership 
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in the National Guard of the United States through transfer to the 
National Guard. Continues provision that membership in the 
National Guard is a prerequisite to membership in the National Guard 
of the United States. 

Subsection (2). Active Forces and Reserve Forces.—This subsection 
adds to section 101 two new subsections defining the “Active Forces” 
as members and units of the Armed Forces of the United States on 
active duty; and the “Reserve Forces” as members and units of the 
Reserve components not on active duty or in retired status. These 
2 definitions in effect divide the Reserve components into 4 cate- 
gories: Reserves on active duty, Ready Reserve, Standby Reserve 
and Retired Reserve. 

Subsection (3). Mission of Reserve Forces-——This subsection amends 
subsection 201 (a) by substituting a statement of mission of the 
Reserve Forces for the statement of mission of the Reserve com- 

onents. The mission assigned is that of augmenting the Active 
orces in times of emergency. 

Subsection (4). Composition of Reserve Forces.—This subsection 
amends section 204 to provide that the Reserve Forces shall consist 
of the Ready Reserve, with an authorized aggregate strength of 
2,900,000, and the Standby Reserve. 

Subsection (5). Ready Reserve —This subsection amends section 205 
to provide: 

(a) A concept of the Ready Reserve in terms of a military force 
of a size and composition to be determined by the Secretary of 
Defense, to be available immediately during the early phases of war 
or general mobilization. Thus the Ready Reserve becomes an organ- 
ized force constituting the reserve base for the initial phases of a 

eneral mobilization or war. This replaces the old concept of the 
row Reserve as a category of liability having a fixed numerical 
ceiling. 

(6) Authority for the appropriate Secretary to prescribe training 
for the Ready Reserve. Prescribes the minimum inactive duty 
training program as consisting normally of 48 drills, and removes from 
individuals who were in active service prior to July 27, 1953, any 
obligation to participate in Reserve training. 

Subsection (6). Standby Reserve-—This subsection amends section 
206 to provide: 

(a) A concept of the Standby Reserve in terms of those members 
of the Reserve Forces that are not in the Ready Reserve. The 
Standby Reserve thus becomes a nonorganized reserve pool consti- 
tuting the source of trained and experienced personnel for the second- 
ary phases of a general mobilization. This replaces the old concept 
under which part of the reserve base for the initial phases of a general 
mobilization or war was, in theory, to have been organized in the 
Standby Reserve. 

(6) That members of the Standby Reserve may participate in 
active duty for training or inactive duty training only voluntarily in 
a nonpay status, in accordance with provisions of section 240. How- 
ever, members of the Standby Reserve, who are in a pay status upon 
the passage of this amendatory act, may continue in such status for 
120 days. This latter provision will afford such persons the oppor- 
tunity to volunteer for transfer to the Ready Reserve for the purpose 
of continuing in a pay status. 
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Subsection (7). Reserve membership and obligation.—This subsection 
amends section 208 as follows: 

(a) Prescribes that a person upon becoming a member of a Reserve 
component shall be in the Ready Reserve, unless he is on active duty 
or is transferred to the Standby Reserve. 

(b) Continues the National Guard of the United States in the Ready 
Reserve. 

(c) Provides that a reservist not otherwise required to serve in the 
Ready Reserve shall be transferred to the Standby Reserve, placed in 
the Retired Reserve, or discharged as appropriate, unless he agrees to 
serve for at least 1 year in the Ready Reserve. This provides the 
basis for control over the size of the Ready Reserve; it alters the 
present procedure under which transfer from the Ready Reserve 
requires a positive act on the part of the individual. 

(d) Authorizes transfer from Standby Reserve to Ready Reserve 
of a person who has not completed his Ready Reserve service when the 
reason for the initial transfer to the Standby Reserve no longer exists. 

(e) Prescribes the maximum periods of required service in the 
Ready Reserve, reduced proportionately in accordance with the period 


‘ of active service: for individuals with 2 years or less of active service, 


the remainder of the military obligation; for individuals with 3 years 
of active service, 4 years; and for individuals with 4 years of active 
service, 2 years. Specifically relieves a person who has served 5 years 
on active duty from any requirement to serve in the Ready Reserve. 
With the exception of those who have undergone only 6 months of 
active duty for training, it provides for reducing the required period 
in the Ready Reserve through participation in incentive programs, to 
permit a person to be transferred to the Standby Reserve after com- 
pleting a total of 5 years of active service and such incentive partici- 
pation. 

(f) Requires the President to provide for a system of screening 
the Ready Reserve, that is, a process of transferring individuals to 
the Standby Reserve in order to achieve maximum mobilization 
availability of the Ready Reserve. Objectives of the screening 
process will be to insure: 

(1) No significant attrition upon mobilization; 

(2) A proper balance of military skills in the Ready Reserve; 

(3) A proper distribution of critical civilian skills between 
military service and essential civilian activities; 

(4) Due recognition of combat participation; 

(5) Due consideration for extreme hardship. 

(g) Authorizes appropriate Service Secretaries to prescribe regula- 
tions governing the transfer of persons from Ready Reserve to Standby 
Reserve, and for transfer from Standby Reserve to Ready Reserve 
upon request of the individual. This gives the authority necessary 
to carry out the screening process. 

(h) Continues members in Ready Reserve or Standby Reserve as 
of date of enactment of this amendatory act, that is, no one is moved 
into a more vulnerable category. 

(i) Precludes transfer or discharge of voluntary members of the 
National Guard of the United States without the consent of the 
appropriate Governor. This provision insures, however, that in the 
case of individuals transferred to the National Guard, there shall be 
no intervening ap hay: authority for their transfer or discharge 
upon completion of their statutory obligation. 
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Subsection (8). Transfer Between Reserve Components.—This sub- 
section provides for a technical amendment to subsection 209 (a) 
which governs the enlistment or appointment of a reservist in a 
reserve component other than the one to which he is transferred upon 
release from active training and service. This amendment makes pro- 
vision for such enlistment or appointment in the case of individuals 
who enter a reserve component directly, serve on active duty for 
training, and retain their reserve component membership on release 
from such active training. 

Subsection (9). Status.—This subsection amends section 212 to 
provide that: 

(a) Reservists on active duty and members of the Ready Reserve, 
except members of the Inactive National Guard, shall be in active 
status, but no member of the National Guard required to'be in the 
Ready Reserve may be transferred to the Inactive National Guard. 

(b) Members of the Standby Reserve shall be in inactive status. 
However, they are permitted to qualify for retirement points pursuant 
to Public Law 810, 80th Congress, and, under certain prescribed con- 
ditions, for consideration for promotion. 

Subsection 10. Training categories.—This subsection carries forward 
the general provisions of section 214 that, except for the National 
Guard of the United States, Reserve Forces shall be divided into 
uniform training categories. Essentially, under the new structure, 
this applies to the Ready Reserve only. 

Subsection (11). Enlisted Reserve membership.—This subsection 
amends section 228, which defines as “enlisted member of a reserve 
component,’’ to reflect the additional procedure for acquiring enlisted 
membership in the National Guard of the United States; continues 
National Guard membership proviso. 

Subsection (12). Limited service reservists —This subsection amends 
section 232, which permits persons with certain physical defects to 
acquire reserve membership, to reflect the additional means of 
acquiring membership in the National Guard of the United States; 
adds National Guard membership proviso. 

Subsection (13). Active duty —This subsection amends section 233. 

(a) It preserves the present vulnerability of members of the Ready 
Reserve and Standby Reserve for active service in time of war or 
national emergency declared by the Congress. It provides, however, 
for determination of availability of members of the Standby Reserve 
by the Selective Service System. This “selective recall’ is the 
converse of the screening process. 

(6) It provides for walt members of the reserve components in a 
retired status in lowest priority in time of war or emergency declared 
by the Congress. 

(c) It retains present vulnerability of Ready Reserve for active 
duty during emergency proclaimed by the President, subject to 
determination by the Congress of numbers to be called in excess of 
1 million members composed of units and members thereof and 
members not assigned to units. 

(d) It affords the means for insuring the maintenance of the re- 
quired level of proficiency of the Reserve Forces. If this proficiency 
can be attained through voluntary means, no mandatory participation 
will be required. However, if the Secretary of the Department 
concerned determines that required proficiency cannot be so attained, 
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he is authorized to offer the members of his Reserve Forces a choice of 
alternative training programs. In the event that the members then 
fail through their own fault to participate in such program, they may 
be ordered to active duty for training not to exceed 45 days annually. 

(e) It denies to reservists who fail through their own fault to main- 
tain required levels of proficiency, the opportunity to qualify for 
retirement or promotion benefits. However, should such persons 
later attain the required level of proficiency, entitlement is restored. 

(f) It continues present provisions governing voluntary call to 
active duty of members of the Reserve components, including the 
Army National Guard of the United States and the Air National Guard 
of the United States with consent of the Governor. 

Subsection (14) is a technical amendment redesignating certain 
subsections. 

Section 5. National Guard and Militia.—This section amends the 
National Defense Act. 

Subsection (1). Composition of the National Guard.—This subsection 
amends section 58 of the National Defense Act to conform to terms of 
this amendatory act, by including in the personnel composition of the 
National Guard persons transferred thereto to fulfill the military 
obligation. 

Subsection (2). State troops additional to the National Guard.—This 
subsection amends section 61 of the National Defense Act to permit 
the maintenance in time of peace of State defense forces in addition 
to the National Guard, in accordance with regulations prescribed by 
the Secretary of the Army. This will provide for continuity of 
internal security missions and missions in support of civil defense when 
the National Guard is ordered into active Federal service. The 
National Guard Bureau will administer the provisions of this section 
pursuant to policies prescribed by the Secretary of the Army, and 
serve as the channel of communication with the States. 

Subsection (3). Oaths.—This subsection amends section 70 by add- 
ing the oath to be subscribed to by individuals transferred to the 
National Guard upon release from active training or active training 
and service. Individuals enlisting voluntarily in the National Guard 
are required to subscribe to the oath prescribed in section 70 of the 
National Defense Act, as amended, which is repeated in this subsec- 
tion. Individuals enlisting voluntarily in the Reserve of an Armed 
Force are required to subscribe to the oath prescribed by section 8 of 
the Act of May 5, 1950. This is the same oath required of individuals 
voluntarily enlisting for active service, and prescribed for individuals 
inducted for active service (although induction is not affected by re- 
fusal to subscribe to the oath). No further oath is required of persons 
transferred to a reserve component for the remainder of the obligation 
upon release from active service. However, when such individuals 
are transferred to the National Guard, the additional oath provided in 
this amendment is prescribed (although membership in the National 
Guard is not affected by refusal to subscribe to the oath). 

Section 6. Repeals.—This section repeals certain parts of acts. 

(1) Repeals paragraph 2 of subsection 4 (c) of the Universal Mili- 
tary Training and Service Act, thus removing certain restrictions 
upon voluntary active duty for enlisted members of a reserve com- 
ponent as the Gosia for assuring that persons enlisting in the Reserve 
for the program involving active duty for 24 months of training and 
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service are not denied the opportunity to perform such active duty. 
It preserves the right of any person to be deferred from induction who 
was a member of a reserve component on June 25, 1950, pursuant to 
the conditions set forth in the repealed paragraph. 

(2) Repeals section 210 (which divided the reserve components 
into three categories) and section 211 (which established the inactive 
status list) of the Armed Forces Reserve Act of 1952 in order to con- 
form to the reserve structure established by this amendatory act. 

(3) Repeals sections 102 (d) and 202 (d) of the Army and Air Force 
Authorization Act of 1949 removing the statutory ceilings on the 
Army Reserve and Air Force Reserve, respectively. 

Section 7. Reports.—This section provides the Secretary of Defense 
shall report to the President and to the Congress annually on the 
progress as to the strengthening of the Reserve Forces. 


VI. Lerrer or TRANSMITTAL 


The Department of Defense is strongly in favor of the principles of 
the proposed legislation as indicated by the following letter: 


OFFICE OF THE AssISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., January 21, 1955, 
Hon. Sam Raypurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation, to 
provide for strengthening of the Reserve Forces, and for other purposes. A 
detailed sectional analysis will be forwarded at an early date. his proposal 
is designed to implement the recommendations in the President’s special message 
to the Congress on January 13, 1955, wherein he urged that legislation be enacted 
by the Congress to permit the strengthening of the Reserve Forces to meet 
essential mobilization requirements. 

This proposal is a part of the Department of Defense legislative program for 
1955. The Department has been advised that the proposal is in accord with the 
program of the President. It is recommended that this legislation be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


This legislation would be known as the National Reserve Plan. Its purpose is 
to provide the Reserve Forces needed for our national security; to maximize the 
equitable sharing of military obligation by those militarily qualified to serve; 
and to minimize the impact on essential civilian activities of training and mobiliz- 
ing the Reserve Forces. This legislation seeks to accomplish these aims without 
hampering the combat effectiveness of the Active Forces. 

Our active military forces provide the “cutting edge” of the forces needed in an 
emergency. To meet requirements for emergency augmentation of those forces, 
however, we must have an organized and well-trained Reserve Force immediately 
available if needed, and we must have an additional Reserve group of trained men 
who would be available as mobilization progressed. These two groupings would 
constitute the Reserve Forces. 

The Reserve Forces under the proposed legislation would be divided into two 
categories—the Ready Reserve and the Standby Reserve. 

The Ready Reserve would be a trained and equitably organized force con- 
stituting the reserve manpower base for the initial phases of a general mobiliza- 
tion. Based on the existing international situation, and projected Active Forces 
strengths and deployments, the Ready Reserve requirements are currently esti- 
mated at 2,950,000. This size would be subject to periodic review and to appro- 
priate adjustments to conform with changing conditions. Members of the 
Ready Reserve would be obligated to participate in Reserve training as required 
by the respective services; they would be liable for service in time of war or 
emergency declared by the Congress or proclaimed by the President. 

The National Guard would remain in the Ready Reserve in its traditional role 
as part of the Nation’s first line of defense, retaining its dual State and Federal 
status. This legislation contains provisions in furtherance of the intent of the 
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Congress that the strength and organization of the National Guard be at all times 
maintained and assured. 

The Standby Reserve would be essentially a nonorganized Reserve manpower 
pool from which individuals would be drawn to furnish the experienced personnel 
needed for the secondary phases of a general mobilization. Members of the 
Standby Reserve would not be required to participate in any training; they would 
be liable for service only in time of war or emergency declared by the Congress, 
and their availability for such service would be determined by the Selective 
Service System. 

There would be a continuous screening of the Ready Reserve, and movement 
of personnel from this group to the Standby Reserve to assure a proper balance 
of military skills and to assure that individuals possessing critical civilian skills 
would not be retained in numbers beyond the military requirements for those 
skills. First consideration in the transfer of personnel from the Ready Reserve 
to the Standby Reserve would be given to those who have participated in combat. 

The primary source of personnel for the Reserve Forces would be men leaving 
the Active Forces with a remaining obligation to serve in the Reserve. 

All possible administrative measures can and are being taken to improve the 
Reserve Forces. Primary emphasis will continue to be placed on voluntary 
participation. However, to the extent that the Reserve Forces are unable to 
obtain voluntary participation, enforcement measures should be provided by 
legislation. 

A new method for direct procurement into the Reserve Forces would be pro- 
vided for in this legislation and it is designed currently for the Army, Marine 
Corps, and Coast Guard. Individuals below the age of 19 years, who would not 
have had previous active military service could volunteer for a 10-year military 
obligation under the following conditions: 

1. Six months of active duty for training during which pay would be $30 
per month. 

2. Following initial training, deferment from induction would be con- 
tingent upon satisfactory participation in the Reserve training program. 

3. The flow of persons directly into the Reserve Forces would be subject 
to the control of the President on the advice of the Secretary of Defense and 
the Joint Chiefs of Staff so that the manpower pool would be maintained at 
such levels as to sustain the recruitment of long-term volunteers for the 
Active Forces on the one hand, and, on the other hand, to preclude the 
possibility of the manpower pool’s increasing to a size where some men might 
pass the age of military liability without performing military service. Should 
enlistments for the 10-year obligation prove insufficient to meet military 
requirements, men would be inducted into this program through the Selective 
Service System. 

This legislation also would provide suitable measures to enforce required 
participation in the training programs of the Ready Reserve. This training 
program would be designed to maintain the proficiency of units and of individuals. 
The normal maximum annual training proficiency requirements] would be 48 
drills plus 2 weeks active duty for training. 

The legislation would also provide authority for the several States to maintain 
in time of peace, in addition to the National Guard, an organized militia. This 
would assure continuity of internal security missions and missions in support of 
civil defense in an emergency where the National Guard was ordered into active 
Federal service away from the State, particularly in an emergency involving 
direct attack upon the United States. 

This legislation and the proposed implementation thereof have been discussed 
within the executive branch of the Government, including the Office of Defense 
Mobilization, Department of Labor, and the Treasury Department with respect 
to the Coast Guard. Representatives of the Department of Defense have called 
upon and sought the advice of interested outside agencies and individuals in 
formulating this proposed legislation. 


COST AND BUDGET DATA 


In the event this legislation is enacted, it is estimated that increased costs of 
$123 million will be incurred in fiscal year 1956 if 100,000 men enter 6 months 
of training during that period in 1 or more services. 

While such increased costs were not included within the proposed operating 
budget for fiscal year 1956, funds for this and certain other items will be shown 




















UNIVERSITY OF MICHIGAN LIBRARIES 


36 NATIONAL RESERVE PLAN 


in the budget as proposed for later transmission, contingent upon authorizing 


legislation. 
Sincerely yours, 


Ricuarp A. BuppEkr, 
Director, Legislative Programs. 


VII. Cuanees 1x Existina Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 


Existinc Law 


THE UNIVERSAL MILITARY TRAINING AND 
SERVICE ACT, AS AMENDED 


Sec. 4 (d) (3). Each person who, sub- 
sequent to the date of enactment of this 
paragraph, is inducted, enlisted, or ap- 
pointed, under any provision of law, in 
the Armed Forces, including the reserve 
components thereof, or in the National 
Security Training Corps prior to attain- 
ing the twenty-sixth anniversary of his 
birth shall be required to serve on ac- 
tive training and service in the Armed 
Forces or in training in the National 
Security Training Corps, and in a re- 
serve component, for a total period of 
eight years, unless sooner discharged on 
the grounds of personal hardship, in 
accordance with regulations and stand- 
ards prescribed by the Secretary of De- 
fense (or the Secretary of the Treasury 
with respect to the United States Coast 
Guard). Each such person, on release 
from active training and service in the 
Armed Forces or from training in the 
National Security Training Corps, shall, 
if physically and mentally qualified, be 
transferred to a reserve component of 
the Armed Forces, and shall serve there- 


THE BILu 


TO PROVIDE FOR THE STRENGTHENING 
OF THE RESERVE FORCES, AND FOR 
OTHER PURPOSES 


That this Act may be cited as the 
“National Reserve Plan’’. 

Sec. 2. In enacting this legislation, it 
is the conviction of the Congress that 
the best interests of the national security 
demand a well-trained and well-disci- 
plined Reserve, and further that honor- 
able service ineludes fulfillment of 
service obligation in the Reserve Forces 
as well as the Active Forces. It is the 
intent of the Congress to provide suffi- 
cient Reserve Forces which, in conjune- 
tion with the Active Forces, will be able 
to preserve the security, ana provide 
for the defense, of the United States. 

Sec. 3. The Universal Military Train- 
ing and Service Act (62 Stat. 604), as 
amended, is further amended as follows: 


(1) Paragraph (3) of subsection 4 (d) 
is amended to read as follows: 

““(3) Each person who, after the en- 
actment of this amendatory Act, is 
inducted into, or initially enlisted or 
appointed in, the Armed Forces, inelud- 
ing the reserve components thereof, or 
in the National Security Training Corps, 
before his thirty-fifth birthday, shall 
serve on active training and service or 
active duty for training in the Armed 
Forces or in training in the National 
Security Training Corps, and in a reserve 
component, for a total period of eight 
years, unless sooner discharged. Each 
such person, on release from active 
training and service or active duty for 
training in the Armed Forces or from 
training in the National Security Train- 
ing Corps, shall, if qualified, be retained 
in or transferred to a reserve component 
of the Armed Forces by the Secretary 
of the Army, the Secretary of the Navy, 
or the Secretary of the Air Force (or the 
Secretary of the Treasury with respect 
to the United States Coast Guard), and 
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EXIsTING LAW 


in for the remainder of the period which 
he is required to serve under this para- 
graph and shall be deemed to be a mem- 
ber of such reserve component during 
such period, In ease the Secretary of 
the Army, the Seeretary of the Navy, or 
the Secretary of the Air Force (or the 
Secretary of the Treasury with respect 
to the United States Coas Guard), 
determines that enlistment, enrollment, 
or appointment in, or assignment to, an 
organized unit of a reserve component or 
an officers’ training program of the 
armed force in which he served is avail- 
able to, and can, without undue personal 
hardship, be filled by any such person, 
it shall be the duty of such person to 
enlist, enroll, or accept appointment in, 
or accept assignment to, such organized 
unit or officers’ training program, and 
to serve satisfactorily therein. The 
Secretary of the Army, Navy, and Air 
Force, with the approval of the Secre- 
tary of Defense (and the Secretary of the 
Treasury with respect to the United 
States Coast Guard), may provide, by 
regulations which shall be as nearly uni- 
form as practicable, for the release from 
training and service in the Armed Forces 
prior to serving the periods required by 
subsection (b) of this section of indi- 
viduals who volunteer for and are ac- 
cepted into organized units of the Army 
National Guard and Air National Guard 
and other reserve components. Noth- 
ing in this subsection shall be construed 
to prevent any person, while in a re- 
serve component of the Armed Forces, 
from being ordered or called to active 
duty in such Armed Force. 


THE BILL 


shall serve therein for the remainder of 
the period which he is required to serve 
under this paragraph or under section 
6 (ce) (2) (A). To the maximum extent 
practicable, the Army National Guard 
and the Air National Guard shall con- 
tinue to consist of members of the militia 
voluntarily enlisting therein. However, 
when recruitment efforts by the several 
States procure less than the necessary 
numbers and quality of volunteer per- 
sonnel, and upon request or approval of 
the Governor or other appropriate au- 
thority of a State, Territory, or the 
District of Columbia, such a person may 
be transferred to the Army National 
Guard or Air National Guard of such 
State, Territory, or the District of 
Columbia and shall serve therein for 
the remainder of the period which he is 
required to serve under this paragraph 
or under section 6 (c) (2) (A) unless 
sooner discharged or transferred. A 
person transferred under this paragraph 
to the Army National Guard or the Air 
National Guard shall concurrently be- 
come a member of the Army National 
Guard of the United States or the Air 
National Guard of the United States, 
as appropriate. Persons having an 
obligated period of service under this 
Act shall perform such duties as may 
be prescribed by the Secretary of the 
Army, the Secretary of the Navy, or 
the Secretary of the Air Force (or the 
Secretary of the Treasury with respect 
to the United States Coast Guard) for 
satisfactory performance of that service 
obligation. However, any person while 
subject to such reserve obligation who 
in good faith becomes a regular or duly 
ordained minister of religion or a student 
preparing therefor, as defined in sec- 
tions 6 (g) and 16 (g) of this Act, shall, 
at his request, not be required to serve 
on active training and service or active 
duty for training or inactive duty 
training while in such status. In ad- 
dition to their obligation to perform the 
duties provided for in this Act, such 
persons shall be subjeet to such orders, 
directives, and regulations relating to 
their administration (inelucing the 
rendering of prescribed reports on 
personal status) as may be prescribed 
by the Secretary of the Army, the 
Secretary of the Navy, or the Secretary 
of the Air Force (or the Secretary of the 
Treasury with respect to the United 
States Coast Guard). This subsection 
does not prevent any person, while in a 
reserve component of the Armed Forces, 
from being ordered or called to active 
duty in such armed force. The appro- 
priate Secretary of a military depart- 
ment, with the approval of the Secretary 
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Existing LAW 


Sec. 6 (ce) (2) (A). In any case in 
which the Governor of any State deter- 
mines and issues a proclamation to the 
effect that the authorized strength of 
any organized unit of the National 
Guard of his State cannot be maintained 
by the enlistment or appointment of 
persons referred to in subsection 6 (b) (2) 
or persons who are not liable for 
training and service under this title, any 
person who prior to attaining the age of 
eighteen years and six months, prior to 
the determination by the Secretary of 
Defense that adequate trained personnel 
are available to the National Guard to 
enable it to maintain its strength 
authorized by current appropriations, 
and prior to the issuance of orders for 
him to report for induction, enlists or 
accepts appointment in any such 
organized unit shall be deferred from 
training and service under this title so 
long as he continues to serve satisfac- 
torily as a member of such organized 
unit. 
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of Defense (and the Secretary of the 
Treasury with respect to the Coast 
Guard when it is not operating as a 
service in the Navy) may provide, by 
regulations which shall be as uniform 
as practicable, for the release of any 
person from active training and service 
or active duty for training in the 
Armed Forces before serving the period 
of active training and service or active 
duty for training for which he was 
enlisted, appointed, or inducted. The 
amendment made by this amendatory 
Act does not change or revoke any 
reserve obligation imposed on any 
person under this section before the 
enactment of this amendatory Act.” 

(2) Section 6 (c) (2) (A) is amended 
to read as follows: 

“Until July 1, 1959, any person herein 
described may, within quotas fixed by 
the President with the advice of the 
Secretary of Defense and the Joint 
Chiefs of Staff, enlist in the Army 
National Guard of a State, Territory, 
or the District of Columbia, or the Air 
National Guard of a State, Territory, 
or the District of Columbia, or in the 
Reserve or in any unit of the Reserve of 
any armed force. Under such regula- 
tions as may be prescribed by the 
Secretary of the Army, Secretary of the 
Navy, or the Secretary of the Air Force 
(or the Secretary of the Treasury with 
respect to the United States Coast 
Guard), any person who has not been 
ordered to report for induction under 
this Act may be enlisted to serve on 
active duty for training and service in 
the Armed Forces and in a reserve 
component for a total of eight years; 
any person who is under the age of 
nineteen years and who has not received 
notice to report for induction under this 
Act may be enlisted to serve on active 
duty for training and in a reserve com- 
ponent for a total of eight vears. Such 
persons who enlist to serve on active 
duty for training and service and in a 
reserve component for a total of eight 
years, shall, within two years of such 
enlistment, notwithstanding any other 
provisions of law, be ordered to active 
duty to perform a minimum of twenty- 
four consecutive months of active train- 
ing and service, unless sooner released, 
except that the commencement of such 
active training and service may be 
deferred under the same conditions and 
for the same period that induction for 
training and service may be deferred 
under subsections (d) or (i) (1) of this 
section. Such persons who enlist to 
serve on active duty for training and in 
a reserve component for a total of eight 
years shall, upon enlistment, be ordered 
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to active duty for training for a period of 
six months. The Army National Guard 
and Air National Guard shall be pro- 
vided sufficient personnel, under sec- 
tions 4 (d) (3) and 6 (ec) (2) (A) to meet 
the approved program strengths of the 
Army National Guard and Air National 
Guard. Notwithstanding the quotas 
fixed by the President under this sec- 
tion, &@ minimum of one hundred 
thousand persons net and not more 
than two hundred and fifty thousand 
persons net shall be enlisted annually to 
serve on active duty for training and in 
a reserve component for a total of eight 
years for the purposes of this subsection. 

he National Security Training Com- 
mission shall act in an advisory capacity 
to the Secretary of Defense and the 
President, as Commander-in-Chief, with 
respect to the welfare of persons while 
serving on active duty for training for 
six months under this subsection. The 
National Security Training Commission 
shall report with respect to the welfare 
of such persons annually to the Con- 
gress. he advice and reports rendered 
by the National Security Training 
Commission pursuant to this section 
shall be with reference to the welfare of 
the persons involved and not with 
respect to the military training re- 
quired. Upon a specific finding by the 
President, persons with critical skills 
engaged in critical defense supporting 
industries may be allowed to fulfill their 
military obligation by serving on active 
duty for training and in a reserve 
component for a total of eight years 
under the terms of this subsection. 
Notwithstanding any other provision 
of “law, a person enlisted to serve on 
active duty for training and in a reserve 
component for a total of eight years 
shall— 

“(i) be entitled to pay in the 
amount of $50 a month for his 
initial six months of active duty for 
training and for any period of 
hospitalization incident thereto; 

“(ii) for the purposes of sub- 
sistence and travel and transporta- 
tion allowances and title IV of the 
Career Compensation Act of 1949, 
as amended, he shall be treated as 
if he were serving in pay grade E-1 
(under four months) ; 

(iii) be entitled to the benefits 
authorized for reservists by Public 
Law 108, Eighty-first Congress, 
approved June 20. 1949 (63 Stat. 
201) (for the purposes of which 
the term ‘active duty for training’ 
as used herein shall be considered 
to be ‘extended naval or military 
service’), except that he shall not 
be entitled to the benefits of section 
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621 of the National Service Life 
Insurance Act of 1940, as amended, 
i and the automatic indemnity cover- 
{ age under the Servicemen’s In- 
demnity Act of 1951, as amended, 
shall be limited to thirty days after 
separation or release from the 
initial six months of active duty 
training; and ; 
“(iv) during his period of obli- 
gated service, be deferred from 
training and service under this Act, 
after completing his initial six 
months of active duty for training, 
for so long as he serves satisfactorily 
as a member of the Army National 
Guard, Air National Guard, or a 
reserve component, but he shall be 
liable for active duty in accordance 
with law. However, if after com- 
pleting his initial six months of 
active duty for training he does 
not thereafter, during any part of 
his obligated period of service, 
serve satisfactorily as a member of 
the Army National Guard, Air 
National Guard, or a reserve com- 
ponent, as determined by the 
Secretary of the Army, the Secre- 
tary of the Navy, or the Secretary 
of the Air Force (or the Secretary 
of the Treasury with respect to 
the United States Coast Guard), 
his deferment shall be canceled, 
and he shall be liable to be inducted 
into the Armed Force in which he 
has been trained for a period of 
training and service of not more 
than twenty-four months. In addi- 
tion to enlistments authorized by 
this subsection, persons selected for 
enrollment in an officer training 
program under section 6 (d) of 
this tithe may be enlisted in a 
reserve component of the Armed 
Force concerned. For the purposes 
of this Act the words ‘active duty 
for training’ mean full-time duty 
in the active military service of the 
United States for training purposes; 
and in respect to members of the 
Army National Guard and Air 
National Guard means, for the 
purposes of this Act only, the 
performance of such duty in a 
Federal status.” 

(d) Orricers’ TRAINING; DEFER- (3) Subsection 6 (d) (1) is amended 
MENT OF STUDENTS AUTHORIZED.—(1) by adding at the end thereof the follow- 
Within such numbers as may be pre- ing: ‘Upon graduation persons who suc- 
scribed by the Secretary of Defense, any cessfully complete the Army or Air 
person who (A) has been or may here- Force ROTC course and are qualified 
after be selected for enrollment or con- shall be commissioned in the reserve of 
tinuance in the senior division, Reserve the appropriate service. Thereafter, 
Officers’ Training Corps, or the Air Re- such persons in excess of the Active 
serve Officers’ Training Corps, or the Forces requirements existing at that 
Naval Reserve Officers’ Training Corps, time, shall be ordered to active duty for 
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or the naval and Marine Corps officer 
candidate training program established 
by the Act of August 13, 1946 (60 Stat. 
1057), as amended, or the Reserve offi- 
cers’ candidate program of the Navy, or 
the platoon leaders’ class of the Marine 
Corps, or the officer procurement pro- 
grams of the Coast Guard and the Coast 
Guard Reserve, or appointed an ensign, 
United States Naval Reserve, while 
undergoing professional training; (B) 
agrees, in writing, to accept a commis- 
sion, if tendered, and to serve, subject 
to order of the Secretary of the military 
department having jurisdiction over 
him (or the Secretary of the Treasury 
with respect to the United States Coast 
Guard), not less than two years on active 
duty after receipt of a commission; and 
(C) agrees to remain a member of a 
regular or reserve component until the 
eighth anniversary of the receipt of a 
commission in accordance with his obli- 
gation under subsection (d) of section 4 
of this title, shall be deferred from induc- 
tion under this title until after comple- 
tion or termination of the eourse of in- 
struction and so long as he continues in 
a regular or reserve status upon being 
commissioned, but shall not be exempt 
from registration. Such persons, except 
those persons who have previously com- 
pleted an initial period of military train- 
ing or an equivalent period of active 
military training and service, shall be 
required while enrolled in such programs 
to complete a period of training equal 
(as determined under regulations ap- 
proved by the Secretary of Defense or 
the Secretary of the Treasury with re- 
spect to the United States Coast Guard) 
in duration and type of training to an 
initial period of military training. There 
shall be added to the obligated active 
commissioned service of any person who 
has agreed to perform such obligatory 
service in return for financial assistance 
while attending a civilian college under 
any such training program a period of 
not to exceed one year. 

(3) Any employe who holds a position 
described in paragraph (A) or (B) of 
subsection (b) of this section shall be 
granted a leave of absence by his em- 
ployer for the purpose of being inducted 
into, entering, determining his physical 
fitness to enter, or performing training 
duty in, the Armed Forces of the United 
States. Upon his release from training 
duty or upon his rejection, such em- 
ployee shall, if he makes application for 
reinstatement within thirty days follow- 
ing his release, be reinstated in his 
position without reduction in his senior- 
ity, status, or pay except as such reduc- 
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training for a period of six months with 
the service in which commissioned. 
Upon the completion of such active duty 
for training such persons shall be re- 
turned to inactive duty and assigned to 
an appropriate reserve component for a 
period of seven and one-half years addi- 
tional service. The Secretary of Defense 
shall develop standards and regulations 
to require satisfactory participation by 
such a person. Failure to meet these 
standards may result in his commission 
in the reserve being revoked.’ 


(4) Section 9 (g) (3) is amended to 
read as follows: 

“Any employee who holds a position 
described in paragraph (A) or (B) of 
subsection (b) of this section shall be 
granted a leave of absence by his 
employer for the purpose of being in- 
ducted into, entering, determining his 
physical fitness to enter, or performing 
training duty in the Armed Forces of 
the United States or while a member of 
the Army National Guard or Air Na- 
tional Guard. Upon his release from 
training duty (other than training in 
the National Security Training Corps) 
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tion may be made for all employees or upon his rejection, such employee 


similarly situated. 


THE ARMED FORCES RESERVE ACT OF 1952, 
AS AMENDED 


Sec. 101 (f). ‘“Member of a reserve 
component”? means a person appointed 
or enlisted as a Reserve of an Armed 
Force of the United States or a person 
who acquires such status by transfer 
pursuant to law to any of the reserve 
components specified in section 202 of 
this Act: Provided, That no person shall 
be a member of the National Guard of 
the United States or the Air National 
Guard of the United States unless he 
first be duly enlisted or appointed in 
the Naticnal Guard or the Air National 
Guard of the appropriate State, Terri- 
tory, or the District of Columbia, pur- 
suant,to law. 


shall, if he makes application for rein- 
statement within thirty days following 
his release or rejection, be reinstated in 
his position without reduction in his 
seniority, status, or pay except as such 
reduction may be made for all emplovees 
similarly situated.’’ 

(5) Section 9 (g) is amended by add- 
ing the following new paragraph, to be 
known as paragraph (4), to read as 
follows: 

*‘Any person who performs six months 
of active duty for training pursuant to, 
and as defined in section 6 (ce) (2) (A) 
of the National Reserve Plan shall be 
entitled, upon application for reem- 
ployment within sixty davs after (a) 
release following satisfactory completion 
of required training or (b) from hospi- 
talization continuing after discharge for 
a period of not more than six months, to 
allreemploy ment rights and benefits pro- 
vided by section 9 of this title in the 
case of persons enlisted under the pro- 
visions of this title, except that any 
person so restored to a position in ac- 
cordance with the provisions of this 
title shall not be discharged from such 
position without cause, within — six 
months after such restoration.” 


Sec 4. The Armed Forces Reserve 
Act of 1952 (66 Stat. 481), is amended 
as follows: 

(1) By amending section 101 (f) to 
read as follows: 
mw ‘‘(f) ‘Member of a reserve component’ 
means a person appointed, enlisted, or 
inducted as a Reserve of an Armed 
Force of the United States or a person 
who is transferred to, or otherwise ac- 
quires membership in, a reserve com- 
ponent under any provision of law: 
Provided, That no person shall be a 
member of the Army National Guard of 
the United States or the Air National 
Guard of the United States unless he 
first becomes a member of the Army 
National Guard or Air National Guard 
of the appropriate State, Territory, or 
the District of Columbia, pursuant to 
law.’ 

(2) By inserting the following at the 
end of section 101: 

**(_k) ‘Active Forces’ means. those 
members and units of the Armed Forces 
of the United States that are on active 
duty. 

(1) ‘Reserve Forces’ means those 
members and units of the reserve com- 
ponents that are not on active duty, 
nor in a retired status.” 
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Sec. 201 (a). The Congress hereby 
declares that the reserve components of 
the Armed Forces of the United States 
are maintained for the purpose of pro- 
viding trained units and qualified indi- 
viduals to be available for active duty 
in the Armed Forces of the United 
States in time of war or national emer- 
gency, and at such other times as the 
national security may require, to meet 
the requirements of the Armed Forces 
of the United States in excess of those 
of the Regular components thereof, 
during and after the period needed for 
procurement and training of additional 
trained units and qualified individuals 
to achieve the planned mobilization. 

Sec. 204. There shall be within each 
of the Armed Forces of the United 
States a Ready Reserve, a Standby 
Reserve, and a Retired Peserve, and 
each member of the reserve components 
shall be placed in one of these categories. 


Sec. 205 (a). The Ready Reserve con- 
sists of those units or members of the 
reserve components, or both, who are 
liable for active duty either in time of 
war, in time of national emergency de- 
clared by the Congress or proclaimed by 
the President, or when otherwise author- 
ized by law. 


(b) The authorized aggregate person- 
nel strength of the Ready Reserve shall 
not exceed a total of one million five 
hundred thousand. 


Sec. 206 (a). The Standby Reserve 
consists of those units or members of 
the reserve components (other than 
members in the Retired Reserve), or 
both, who are liable for active duty 
only in time of war or national emer- 
gency declared by the Congress, or when 
otherwise authorized by law. 
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(3) By amending section 201 (a) to 
read as follows: 

“(a) The Reserve Forces of the 
Armed Forces of the United States are 
maintained to provide trained units and 
qualified persons available for active 
duty in time of war or national emer- 
gency, and at such other times as the 
national security requires, to meet 
requirements for military forces in 
excess of existing Active Forces, during 
and after the period needed to procure 
and train additional units and qualified 
persons to achieve the planned mobiliza- 
tion.” 


(4) By amending section 204 to read 
as follows: 

“Sec. 204. The Reserve Forces con- 
sist of the Ready Reserve with an 
authorized aggregate personnel strength 
which shall not exceed two million nine 
hundred thousand and the Standby 
Reserve.” 

(5) by amending section 205 to read 
as follows: 

‘Sec. 205. (a) The Ready Reserve 
consists of such trained members and 
units of the Reserve Forces as prescribed 
by the Secretary of Defense (or the 
Secretary of the Treasury with respect 
to the United States Coast Guard) sub- 
ject to the limitations of section 204, 
which will be available immediately dur- 
ing early phases of any war or general 
mobilization. 

““(b) Each member of the Ready Re- 
serve shall perform such active duty for 
training and such inactive duty training 
as may be prescribed by the appropriate 
Secretary in accordance withlaw. Such 
inactive duty training shall normally 
provide for an annual minimum of forty- 
eight assemblies for drill or other equiv- 
alent periods of training, instruction or 
duty, or appropriate duties. Notwith- 
standing any other provision of law a 
person who served on active duty in the 
Armed Forces prior to July 27, 1953, will 
not be required, unless he has agreed or 
may hereafter agree, to participate in 
active duty for training or in inactive 
duty training in the Ready Reserve.” 

(6) By amending section 206 to read 
as follows: 

“Src. 206. (a) The Standby Re- 
serve consists of those members of the 
Reserve Forces that are not in the 
Ready Reserve. 
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(b) Except in time of war. or unless 
otherwise authorized by Congress—(1) 
no unit of the Standby Reserve organ- 
ized for the purpose of serving as such 
nor the members thereof shall be ordered 
to active duty unless the appropriate 
Secretary (with the approval of the Sec- 
retary of Defense in the case of a Secre- 
tary of a military department) deter- 
mines that adequate numbers of the 
required types of units of the Ready 
Reserves are not readily available, and 
(2) no other member of the Standby 
Reserve shall be ordered to active duty 
as an individual without his consent 
unless the appropriate Secretary (with 
the approval of the Secretary of Defense 
in the case of a Secretary of a military 
department) determines that adequate 
numbers of qualified members of the 
Ready Reserve in the required category 
are not readily available. 

Src. 208. (a) Each person required to 
serve in a reserve component pursuant 
to law, shall, upcn becoming a member 
of a reserve component, be placed in the 
Ready Reserve of his Armed Force for 
the remainder of his required term of 
service unless eligible for transfer to the 
Standby Reserve under subsection (f) of 
this section. 

(b) Any member of the reserve com- 
ponents in an active status on the effec- 
tive date of this Act may be placed in 
the Ready Reserve. 


(c) All units and members cf the 
National Guard of the United States and 
Air National Guard of the United States 
shall be in the Ready Reserve of the 
Army; and 


(d) All members of the reserve com- 
ponents assigned to units organized for 
the purpose of serving as such, which are 
designated as units in the Ready 
Reserve, shal] be in the Ready Reserve. 

(e) Subject to such regulations as the 
appropriate Secretary may prescribe, 
any member of the reserve components 
may, at any time upon his request, be 
placed in the Ready Reserve if qualified. 

(f) Except in time or war or national 
emergency hereafter declared by the 
Congress, any member. of the reserve 
components who is not serving on active 
duty in the Armed Forces of the United 
States shall, upon his request, be trans- 
ferred to the Standby Reserve for the 
remainder of his term of service— 
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“(b) Members of the Standby Re- 
serve may not be ordered, without 
their consent, to perform active duty 
for training or inactive duty training, 
but may be ordered, with their consent, 
to perform such training without pay, 
except that such persons who are in the 
Standby Reserve and who are in a pay 
status at the time of passage of the 
amendatory Act may be permitted to 
remain in such pay status for not more 
than one hundred and twenty days from 
oe effective date of the amendatory 

ct. 


(7) By amending section 208 to read 
as follows: 

“Sec. 208. (a) Each person required 
to serve in a reserve component pur- 
suant to law, shall, upon becoming a 
member of a reserve component, be in 
the Ready Reserve, unless he is on active 
duty or is transferred to the Standby 
Reserve. 

“(b) All units and members of the 
Army National Guard of the United 
States and the Air National Guard of 
the United States shall be in the Ready 
Reserve. 

““(c) Under regulations prescribed by 
the appropriate Secretary, any member 
of the Reserve Forces who is not other- 
wise required to serve in the Ready 
Reserve, shall be transferred to the 
Standby Reserve, be placed in the 
Retired Reserve if he is eligible and 
applies therefor, or be discharged, as 
appropriate, unless he agrees or has 
agreed in writing to serve in the Ready 
Reserve for at least one year. 


“(G) Under regulations prescribed b) 
the Secretary of Defense (or the Secre- 
tary of the Treasury for the Coast 
Guard when the Coast Guard is not 
operating as a service in the Navy), any 
member of the Standby Reserve who has 
not completed his obligated period of 
military service in the Ready Reserve, 
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(1) if he has served on active 
duty in the Armed Forces of the 
United States for not less than a 
total of five years; 

(2) if, baving served on active 
duty in the Armed Forces of the 
United States for a total of less than 
five vears, he has satisfactorily 
participated, as determined by the 
appropriate Secretary, in an ac- 
credited training program in the 
Ready Reserve for a period which 
when added to his period of active 
duty in the Armed Forees of the 
Lnited States totals not less than 
five years or such lesser period of 
time as the appropriate Secre- 
tary (with the approval of the 
Secretary of Defense in the case of 
a Secretary of a Military Depart- 
ment) may prescribe in the case of 
satisfactory participation in such 
accredited training programs as the 
appropriate Secretary may desig- 
nate; 

(3) if he has served on active 
duty in the Armed Forces of the 
United States for not less than 
twelve months between December 
7, 1941, and September 2, 1945, 
and, in addition thereto, has served 
on active duty in the Armed 
Forces of the United States for not 
less than twelve months subsequent 
to June 25, 1950; or 

(4) if he has served as a member 
of one or more reserve components 
subsequent to September 2, 1945, 
for not less than eight years. 

(gz) No member of the National 
Guard of the United States or Air 
National Guard of the United States 
shall be transferred to the Standby 
Reserve without the consent of the 
governor or other appropriate authority 
of the State, Territory, or District of 
Columbia concerned. 
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may be transferred to the Ready 
Reserve, whenever the reason for his 
transfer to the Standby Reserve no 
longer exists. 

“(e) Under regulations prescribed by 
the appropriate Secretary— 

“(1) any person who, at the 
time of his release from active duty 
in an armed force, has served there- 
in for two years or less, may be 
required to serve the remainder of 
his military obligation in the Ready 
Reserve subject to paragraph 4 of 
this section; 

**(2) any person who, at the time 
of his release from active duty in an 
armed force, has served therein for 
a minimum of three vears, may be 
required to serve four years in the 
Ready Reserve; 

‘“*(3) any person who, at the time 
of his release from active duty in an 
armed force, has served therein 
for a minimum of four years, may 
be required to serve two years in 
the Ready Reserve: 

““(4) such persons by satisfac- 
tory participation in prescribed 
incentive programs shall have a 
period of required service in the 
Ready Reserve reduced as follows: 
Three years for a person who has 
completed two years of active duty 
or who has completed less than two 
years but more than six months of 
active duty and was released from 
such active duty for the conven- 
ience of the Government, two years 
for a person who has completed 
three years of active duty, one year 
for a person who has completed 
four vears of active duty; and 


(5) any person who at the time 
of his release from active duty in an 
armed force has served therein for a 
minimum of five years shall serve 
the remainder of his obligation in 
the Standby Reserve in accordance 
with the provisions of this Act. 

“(f) Under regulations prescribed by 
the Secretary of Defense after consulta- 
tion with agencies of the Federal Gov- 
ernment having responsibility for man- 
power policies (or the Secretary of the 
Treasury for the United States Coast 
Guard when the Coast Guard is not 
operating as a service in the Navy), 
each armed force of the United States 
shall provide a system of continuous 
screening of units and members of the 
Ready Reserve to insure that— 
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Sec. 209 (a). A person transferred to 
@ reserve component of an Armed Force 
of the United States pursuant to the 
Universal Military Training and Service 
Act, as amended, shall, if qualified and 
accepted, be permitted to enlist or ac- 
cept an appointment in such Armed 
Force of the United States as he may 
elect (except that consent of the appro- 
priate Secretaries shall be required for 
enlistment or appointment as a Reserve 
of another Armed Force of the United 
States) and to participate in such pro- 
grams as are authorized for such Armed 
Force of the United States. Any such 
person who enlists or is appointed in an 
Armed Force of the United States shall 
be required to perform the remaining 
period of his required term of service 
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“(1) no significant attrition will 
occur to those members or units 
during a mobilization; 

(2) there will be a proper bal- 
ance of military skills; 

““(3) members of the Reserve 
forces possessing critical civilian 
skills will not be retained in num- 
bers beyond the requirements for 
those skills except for persons who 
have military skills for which there 
is an overriding requirement; 

““(4) with due respect to national 
security and military requirements, 
recognition is given to participation 
in combat; and 

“(5) members of the Reserve 
forces whose mobilization in an 
emergency would result in extreme 
personal or community hardship 
are not retained in the Ready 
Reserve.” 

“(g) Under regulations prescribed by 
the appropriate Secretary any member 
of the Ready Reserve may be trans- 
ferred to the Standby Reserve. Subject 
to such regulations as the appropriate 
Secretary may prescribe, any member 
of the Standby Reserve may, at any 
time upon his request, be placed in the 
Ready Reserve, if qualified. 

“‘(h) Members of the reserve com- 
ponents who are in the Ready Reserve 
and the Standby Reserve on the date 
of enactment of this amendatory Act, 
except those who are on active duty, 
shall be in the Ready Reserve and the 
Standby Reserve, as the case may be, 
established by this amendatory Act.” 

(i) No member of the Army Na- 
tional Guard of the United States or 
Air National Guard of the United States 
serving voluntarily as a member thereof 
shall be transferred or discharged under 
this section without the consent of the 
Governor or other appropriate authority 
of the State concerned.” 

(8) Section 209 (a) is amended by 
inserting the words ‘retained in or” 
before the word “‘transferred”’. 
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in the Armed Force of the United States 
in which such enlistment or appointment 
is made, or in any other Armed Force of 
the United States in which he subse- 
quently enlists or is appointed. All 
periods of such participation shall be 
credited against total periods of obli- 
gated service imposed by the Universal 
Military Training and Service Act, as 
amended, but no period of time shall 
be credited more than once. 

Sec. 212 (a). Each member of the re- 
serve components shall be in an active, 
inactive, or retired status. 


(b) Members in the reserve com- 
ponents shall be in an active status, 
except those on an inactive status list, 
members in the Retired Reserve, and 
those assigned to the inactive National 
Guard. 


(ce) Members of the reserve compo- 
nents on an inactive status list and 
members assigned to the inactive Na- 
tional Guard shall be in an inactive 
status. 

(d) Members of the Retired Reserve 
shall be in a retired status. 

Sec. 214. Except in the case of the 
National Guard of the United States 
and the Air National Guard of the 
United States, each reserve component 
shall be divided into training categories 
according to the types and degrees of 
training including the number and dura- 
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(9) Section 212 is amended to read as 
follows: 

“Sec. 212. (a) Members of the Ready 
teserve and members of the reserve 
components on active duty shall be in 
an active status, except that members 
of the inactive Army National Guard 
shall be in an inactive status: Provided, 
That no member of the Army National 
Guard who is required to serve in the 
Ready Reserve may be transferred to 
or enlisted in the inactive Army Na- 
tional Guard. 

“(b) Members of the Standby Pe- 
serve shall be in an inactive status. 
However, for the purposes of title III of 
the Army and Air Force Vitalization 
and Retirement Equalization Act of 
1948, a member of the Standby Reserve 
who performs active duty for training 
or inactive duty training under section 
206 (b) of this Act, and who is otherwise 
eligible, is entitled to the award of 
retirement point credits and credit for 
membership in a reserve component as 
prescribed in that Act. A member of 
the Standby Reserve who applies for 
membership in the Ready Reserve and 
is denied such membership because of 
lack of further requirement for such 
member’s grade and qualifications shall 
become eligible for consideration for 
promotion in the same manner as mem- 
bers of the Ready Reserve, provided 
sueh member complies with all other 
necessary requirements pursuant to law 
or regulation as are prescribed by the 
appropriate Secretary for members of 
the Ready Reserve to qualify for con- 
sideration for promotion. 

“(c) Members of the Retired]Reserve 
shall be in a retired status.” 


(10) Section 214 is amended to read 
as follows: 

“Sec. 214. Except in the case of the 
Army National Guard of the United 
States and the Air National Guard of 
the United States, the Reserve Forces 
shall be divided into training categories 
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tion of drills or equivalent duties to be 
completed in stated periods of time, as 
the appropriate Secretary prescribes. 
The designation of such training cate- 
gories shall be the same for each Armed 
Force of the United States and the same 
within the Ready Reserve and the 
Standby Reserve. 

Sec. 228. To become an enlisted 
member of a reserve component an indi- 
vidual shall be enlisted as a Reserve of 
an Armed Force of the United States 
and subscribe to the oath prescribed by 
section 8 of the Act of May 5, 1950, as 
amended, or be transferred to a reserve 
component pursuant to law: Provided, 
That no person shall become an enlisted 
member of the National Guard of the 
United States or Air National Guard 
of the United States, hereunder, unless 
he first be duly enlisted in the National 
Guard or Air National Guard of the 
appropriate State, Territory, or the 
District of Columbia, subscribe to the 
oath provided in section 70 of the 
National Defense Act, as amended, and 
is a member of a federally recognized 
unit or organization thereof in the same 
grade. 

Sec. 232. Persons who are otherwise 
qualified but who have physical defects, 
which as determined by the appropriate 
Secretary will not interfere with the 
performance of general or special duties 
to which they may be assigned, may be 
appointed or enlisted as Reserves in any 
of the Armed Forces of the United 
States. 


Sec. 233 (a). In time of war or na- 
tional emergency hereafter declared by 
the Congress, or when otherwise author- 
ized by law, any unit and the members 
thereof, or anv member not assigned toa 
unit organized for the purpose of serving 
as such, of any reserve component may, 
by competent authority, be ordered to 
active duty for the duration of the war 
or national. emergency and for six 
months thereafter, but members on an 
inactive status list or in a retired status 
shall not be ordered to active duty with- 
out their consent unless the appropriate 
Secretary (with the approval of the 
Secretary of Defense in the case of a 
Secretary of a Military Department) 
determines that adequate numbers of 
qualified members of the reserve com- 
ponents in an active status or in the 
inactive National Guard in the required 
category are not readily available. 

(b) (1) In time of national emergency 
hereafter proclaimed by the President or 
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according to the types and degrees of 
training including the number and dura- 
tion of drills or equivalent duties to be 
completed in stated periods of time, as 
the appropriate Secretary prescribes. 
The designation of such training cate- 
gories shall be the same for each Armed 
Force of the United States.”’ 

(11) By amending section 228 to read 
as follows: 

“Sec. 228. To become an enlisted 
member of a reserve component, a per- 
son shall be enlisted as a Reserve of an 
Armed Force of the United States and 
subscribe to the oath prescribed by sec- 
tion 8 of the Act of May 5, 1950, as 
amended, or be inducted into, or trans- 
ferred to, or otherwise become a member 
of a reserve component under law: Pro- 
vided, That no person shall become an 
enlisted member of the Army National 
Guard of the United States or Air Na- 
tional Guard of the United States here- 
under, unless he first becomes a member 
of the Army National Guard or Air 
National Guard of the appropriate 
State, Territory, or the District of 
Columbia.”’ 


(12) By inserting the following before 
the period at the end of section 232: 
or transferred to, or otherwise acquire 
membership in, a reserve component 
under law: Provided, That no person 
shall become a member of the Army 
National Guard of the United States or 
Air National Guard of the United 
States hereunder, unless he first becomes 
a member of the Army National Guard 
or Air National Guard cf the appro- 
priate State, Territery, or District of 
Columbia.” 

(13) By amending subsections (a), 
(b), (ec), and (d) of section 233 to read 
as follows: 

“Sec. 233. (a) In time of war, or of 
national emergency declared by Con- 
gress after the enactment of this amend- 
atory Act, any unit of the Reserve 
Forces and the members thereof, or any 
member not assigned to a unit organized 
for the purpose of serving as such, may, 
by competent authority, and subject to 
a determination of availability by the 
Director of Selective Service in the case 
of members of the Standby Reserve, be 
ordered to active duty for the duration 
of the war or emergency and for six 
months thereafter. 


““(b) Members of the reserve com- 
ponents in a retired status may be 
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when otherwise authorized by law, any 
unit and the members thereof, or any 
member not assigned to a unit organized 
for the purpose of serving as such, in the 
Ready Reserve of any reserve com- 
ponent may, by competent authority, 
be ordered to and required to perform 
active duty involuntarily for a period 
not to exceed twenty-four consecutive 
months: Provided, That Congress shall 
determine the number of members of the 
reserve components necessary for the 
national security to be ordered to active 
duty, pursuant to this subsection prior 
to the exercise of the authority con- 
tained in this subsection. 

(2) It is the policy of the Congress in 
view of hardship situations developed by 
the Korean hostilities that in the interest 
of fair treatment as between members in 
the Ready Reserve involuntarily re- 
called for duty, attention shall be given 
to the duration and nature of previous 
service, with the objective of assuring 

ch sharing of hazardous exposure as 

e national security and the military 
requirement will reasonably permit, to 
family responsibilities, and to employ- 
ment found to be necessary to the main- 
tenance of the national health, safety, or 
interest. The Secretary of Defense 
shall promulgate such policies and estab- 
lish such procedures as may be required 
in his opinion to carry out our intent 
here declared, and shall from time to 
time, and at least annually, report to the 
Committees on Armed Services of the 
Congress respecting the same. 

(ce) At any time, any unit and the 
members thereof, or any member not 
assigned to a unit organized for the 
purpose of serving as such, in an active 
status in any reserve component may, 
by competent authority, be ordered to 
and required to perform active duty or 
active duty for training, without his 
consent, for not to exceed fifteen days 
annually: Provided, That units and 
members of the National Guard of the 
United States or the Air National Guard 
of the United States shall not be 
ordered to or required to serve on active 
duty in the service of the United States 
pursuant to this subsection without the 
consent of the Governor of the State or 
Territory concerned, or the Command- 
ing General of the District of Columbia 
National Guard. 

(d) A member of a reserve component 
may, by competent authority, be or- 
dered to active duty or active duty for 
training at any time with his ecnsent: 
Provided, That no member of the 
National Guard of the United States 
or Air National Guard of the United 
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ordered to active duty in time of war, or 
of national emergency declared by the 
Congress after the enactment of this 
amendatory Act, but may be ordered 
without their consent only if the appro- 
priate Secretary determines that ade- 
quate numbers of qualified members of 
the Reserve Forces are not otherwise 
readily available. 


‘“*(c) In time of national emergency 
proclaimed by the President after the 
enactment of this amendatory Act, or 
when otherwise authorized by law, any 
unit and the members thereof, or any 
member not assigned to a unit organized 
for the purpose of serving as such, of 
the Ready Reserve may, by competent 
authority, be ordered to active duty for 
not more than twenty-four consecutive 
months: Provided, That. Congress shall 
determine the number of members of 
the reserve components necessary for 
the national security to be ordered to 
active duty, pursuant to this subsection 
prior to the exercise of the authority 
contained in this subsection. 


“‘(d) In order to maintain the re- 
quired level of proficiency in the Reserve 
Forces, members thereof having an 
obligation to serve in the Ready Reserve 
may participate in training programs 
involving annually a specified number 
of assemblies for drill, or other equiva- 
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States shall be so ordered without the 
consent cf the Governor or other ap- 
propriate authority of the State, Terri- 
tory, or District of Columbia concerned. 
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lent periods of training, instruction, or 
duty, or appropriate duties prescribed 
by the appropriate Secretary, as well as 
a period of active duty or active duty 
for training of not to exceed seventeen 
days. However, whenever it is deter- 
mined by the appropriate Secretary 
that the degree of participation pursuant 
to the foregoing procedure is not suffi- 
cient to maintain the required level of 
proficiency, such members may be 
offered the alternative of active duty or 
active duty for training of not to exceed 
thirty days annually. However, any 
such members who fail through refusal, 
when able to perform their obligation 
pursuant to the above alternatives, may 
by competent authority be ordered to 
and required to perform active duty or 
active duty for training, without their 
consent, for not to exceed forty-five 
days annually. However, no member 
of the Army National Guard of the 
United States or of the Air National 
Guard of the United States may be 
ordered to duty under this subsection 
without the consent of the Governor or 
other appropriate authority of the State, 
Territory, or of the District of Colum- 
bia, as the case may be. 

““(e) Members of the Reserve Forces 
who have fulfilled the active duty 
obligation imposed upon them by law 
and who thereafter fail to attain or 
maintain required levels of proficiency 
because of their failure or refusal to 
participate in prescribed Reserve pro- 
grams shall, in addition to any other 
action which may be taken by the 
appropriate Secretary, and upon ap- 
proval by that Secretary, not accrue 
any further eligibility to benefits under 
title III of the Army and Air Force 
Vitalization and Retirement Equaliza- 
tion Act of 1948. However, if such a 
member thereafter and during his period 
of obligated service attains and main- 
tains required levels of proficiency, as 
determined by the appropriate Secre- 
tary, he shall again be entitled to those 
benefits and to accrue further eligibility 
to those benefits. 

“(f) Notwithstanding any other pro- 
visions of this section, a member of a 
reserve component including a Reserve 
in retired status may, by competent 
authority, be ordered to active duty or 
active duty for training at any time 
with his consent: Provided, however, 
That no member of the National Guard 
of the United States or Air National 
Guard of the United States shall be so 
ordered without the consent of the 
Governor or other appropriate authority 
of the State, Territory, or of the District 
of Columbia, as the case may be.” 
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(e) A member of a reserve component 
ordered into the active military service 
of the United States will be allowed a 
reasonable period of time between the 
date he is alerted for active duty and 
the date on which he is required to enter 
upon active duty. Such period shall be 
at least thirty days unless military con- 
ditions as determined by the appropriate 
Secretary do not permit. 

(f) In any expansion of the active 
Armed Forces of the United States 
which requires the ordering into the 
active military service involuntarily of 
individual officers of the reserve com- 
ponents who are not members of units 
organized for the purpose of serving as 
such, it shall be the policy to utilize to 
the greatest practicable extent the serv- 
ices of qualified and available officers of 
the reserve components in all grades in 
accordance with the requirements of 
branch, grade, and specialty. 

(g) Insofar as practicable, in any 
expansion of the active Armed Forces 
of the United States which require that 
units and members of the reserve com- 
ponents be ordered into the active 
military service of the United States, 
members of units organized and trained 
for the purpose of serving as a unit shall 
be ordered involuntarily into active 
duty only with their units. This shall 
not be interpreted as prohibiting the 
reassignment of personnel of such units 
after being ordered into the active mil- 
itary service of the United States. 


THE NATIONAL DEFENSE ACT, AS 
AMENDED 


Sec. 58. Composition OF THE Na- 
TIONAL GUARD OF THE States, TERRI- 
TORIES, AND District oF COLUMRBIA.— 
The National Guard of each State, 
Territory, and the District of Columbia 
shall consist of members of the militia 
voluntarily enlisted therein, who upon 
original enlistment shall be not less than 
seventeen nor more than forty-five vears 
of age, or who in subsequent enlistment 
shall be not more than sixty-four vears of 
age, organized, armed, equipped, and 
federally recognized as hereinafter pro- 
vided, and of commissioned officers and 
warrant officers who are citizens of the 
United States between the ages of 
eighteen and sixty-four vears: Provided, 
That former members of the Regular 
Army, Navy, or Marine Corps under 
sixty-four years of age may enlist in 
said National Guard. 
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(14) By redesignating subsections (e), 
(f), and (g) of section 233 as (g), (h), 
and (i), respectively. 


Sec. 5. The National Defense Act, as 
amended (39 Stat. 166), is further 
amended as follows: 

(1) By adding the words “persons 
who are transferred thereto pursuant to 
law and” after the words “shall consist 
of” in section 58 thereof. 
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Sec. 61. MAINTENANCE OF OTHER 
Troops By States.—(a) No State shall 
maintain troops in time of peace other 
than as authorized in accordance with 
the organization prescribed under this 
Act. Nothing contained in this Act 
shall be construed to limit the rights 
of the States in the use of the National 
Guard within their respective borders 
in time of peace or to prevent the 
organization and maintenance of State 
police or constabulary. 

(b) Effective for a period of two 
years after Sept. 27, 1950, and under 
such regulations as the Secretary may 
prescribe for the organization, stand- 
ards of training, instruction, and dis- 
cipline, the organization by and main- 
tenance within any State of such mili- 
tary forces other than a National 
Guard as may be provided by the laws 
of such State is authorized while any 
yart of the National Guard of such 

tate is in active Federal service. 
Such military forces shall not be called, 
ordered, or in any mauner drafted, as 
such, into the military services of the 
United States. No person shall, by 
reason of his membership in any unit 
of any such military forces, be exempted 
from military service under any Federal 
law. The Secretary of the Army is 
authorized, in his discretion and under 
such regulations as he may prescribe, 
to use appropriations for the Military 
Establishment for any expenses of the 
United States incident to the training 
of the military forces authorized by 
this subsection except for pay, subsist- 
ence, medical care and treatment, and 
transportation of members of such mili- 
tary forces between their homes and the 
— of performance of such training. 

he Secretary of the Army, in his dis- 
cretion and under regulations deter- 
mined by him, is authorized to issue, 
from time to time, for the use of such 
military forces, to any State, upon 
requisition of the Chief Executive 
thereof, such arms, ammunition, cloth- 
ing, and equipment as he deems neces- 
sary. 

(c) As used in this section, the term 
“State’’ means any State or Territory of 
the United States, the District of 
Columbia, Puerto Rico, the Virgin 
Islands, or the Canal Zone. 
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(2) Section 61 (39 Stat. 198) is 
amended by adding the following sulb- 
sections: 

“(b) In addition to the Army Na- 
tional Guard and Air National Guard 
heretofore authorized by this Act, the 
States may, as provided by the laws of 
such State, organize and maintain State 
defense forces in conformance with regu- 
lations prescribed by the Secretary of 
the Army. The regulations of the Sec- 
retary of the Army shall, among other 
things, provide for the maximum com- 
position of the State defense forces 
within each State and shall limit the 
organization of such forces, during 
periods of peace, to a strength as 
deemed appropriate for organizing and 
planning and to serve as a basis for the 
rapid expansion of such State defense 
forces, if and when any part of thi 
Army National Guard or Air National 
Guard may be ordered to active duty 
in the service of the United States, or 
during periods of a national emergency, 
declared by the Congress or proclaimed 
by the President. State defense forces 
established under this section may not 
be called, ordered, or in any manner 
drafted, as such, into the Armed Forces 
of the United States. State defense 
forces may be used within their respec- 
tive State borders as deemed necessary 
by the chief executive thereof. A mem- 
ber of a State defense force established 
under this section is not exempt from 
military service in the Armed Forces 
of the United States under any Federa! 
law by reason of membership therein 
and further, such member is not entitled 
to pay, allowances, subsistence, trans- 
portation, or medical care or treatment 
from Federal funds. No person ma) 
become a member of the organized 
militia established under this section if 
he is a member of the Reserve Forces 
as defined in section 101 of the Armed 
Forces Reserve Act of 1952. 


“(c) The President may prescribe for 
the issuance of such arms, ammunition 
clothing, and other items of military 
equipment for the use of the State 
Defense Forces as he deems appropriate 

““(d) The National Guard Bureau 
shall be charged with administering the 
provisions of this section and shall be 
the channel of communication between 
the Department of the Army and the 
several States pursuant to _ policies 
prescribed by the Secretary of the 
Army. 
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Sec. 70. Oars or ENLISTMENT, Na- 
TIONAL GUARD AND NATIONAL GUARD 
or tHe Unrrep Sratres.—‘‘ Men enlisting 
in the National Guard and Air National 
(Guard of the several States, Territories, 
and the Distriet of Columbia, shall sign 
an enlistment contract and subscribe to 
the following oath or affirmation: 

‘7 do hereby acknowledge to have 
voluntarily enlisted this _- day of 


19__, in the National Guard 
(Air National Guard) of the State of 
a for a period of 
year(s) ‘under the conditions prescribed 
by law, unless sooner discharged by 
proper authority. 
‘T, 


, do solemnly 
swear (or affirm) that I will bear true 
faith and allegiance to the United States 
of America and to the State of 

that I will serve them honestly pe 
faithfully against all their enemies 
whomsoever; and that I will obey the 
orders of the President of the United 
States and the Governor of 

and the orders of the officers appointed 
over me, according to law and regu- 
lations.’ 

“The oath of enlistment prescribed in 
this section may be taken before any 
officer of the National Guard (Air 
National Guard) or any other person 
authorized to administer oaths of 
enlistments in the National Guard of 
the several States, Territories, and the 
District of Columbia, by respective 
laws thereof.’ 
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‘‘(e) As used in this section, the term 
“State”? means any State, Common- 
wealth, Territory, the District of 
C ‘olumbia, the Virgin Islands, the Canal 
Zone or Guam.” 

(3) By amending section 70 (39 Stat. 
201), to read as follows: 

‘““(a) Each person enlisting in the 
Army National Guard or the Air Na- 
tional Guard shall sign an enlistment 
contract and subscribe to the following 
oath: 

“IT do hereby acknowledge to have 
voluntarily enlisted this day 
of 19__, inthe 
National Guard (Air National Guard) 
of the State of for the 
period of year(s), under the 
conditions prescribed by law, unless 
sooner discharged by proper authority. 

de , do solemniy 
swear (or affirm) that I will bear true 
faith and allegiance to the United 
States of America and to the State of 
; that I will serve them 
honestly and faithfully against all their 
enemies whomsoever; and that I will 
obey the orders of the President of the 
United States and the Governor of 
and the orders of the 
officers appointed over me, according to 
law and regulations.’ 


“(b) Each person who is transferred 
to the Army National Guard or the Air 
National Guard pursuant to law shall 
thereafter subscribe to the following 
oath: 

rete , do solemnly 
swear (or affirm) that I will bear true 
faith and allegiance to the United States 
of America and to the State of 

__.; that I will serve them 
honestly and faithfully against all their 
enemies whomsoever: that I will obey 
the orders of the President of the United 
States and of the Governor of. 

eg and the orders of the officers 
appointed over me, according to law 
and regulations.’ 

“*(¢) The oath prescribed by subsec- 
tion (a) or (b) may be taken before 
any Officer of the Army National Guard 
or the Air National Guard, as appro- 
priate, authorized by the ‘law of his 
State or Territory or of the District of 
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THE UNIVERSAL MILITARY TRAINING AND 
SERVICE ACT, AS AMENDED 


Sec. 4 (c) (2). Any enlisted member 
of any reserve component of the Armed 
Forces may, during the effective period 
of this Act, apply for a period of service 
equal to that prescribed in subsection 
(b) of this section and his application 
shall be accepted: Provided, That his 
services can be effectively utilized and 
that his physical and mental fitness 
for such service meet the standards 
prescribed by the head of the depart- 
ment concerned: Provided further, That 
active service performed pursuant to 
this section shall not prejudice his status 
as such member of such reserve com- 
ponent: And provided further, That any 
person who was a member of a reserve 
component on June 25, 1950, and who 
thereafter continued to serve satis- 
factorily in such reserve component, 
shall, if his application for active duty 
made pursuant to this paragraph is 
denied, be deferred from induction 
under this title until such time as he is 
ordered to active duty or ceases to serve 
satisfactorily in such reserve component. 

Sec. 210. All members of the reserve 
components who are not in the Ready 
or Retired Reserve shall be in the Stand- 
by Reserve. 

Sec. 211. (a) Within the Standby Re- 
serve, an inactive status list shall be 
maintained. When deemed by compe- 
tent authority to be in the best interest 
of the service concerned, members in 
the Standby Reserve who are not re- 
quired to remain members of a reserve 
component and who are unable to par- 
ticipate in prescribed training may, if 
qualified, be transferred to the inactive 
status list, in accordance with regula- 
tions prescribed by the appropriate Sec- 
retary. Such regulations shall provide 
for the return of such members to an 
active status under such conditions as 
the appropriate Secretary shall pre- 
scribe. 

(b) Members of the reserve com- 
ponents in an inactive status shall not 
be eligible for pay, promotion, or award 
of retirement point credits under Title 
III of the Army and Air Force Vitaliza- 
tion and Retirement Equalization Act 
of 1948, as amended. 
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Columbia, in the case of members of 
its Army National Guard or Air National 
Guard, or before any other person au- 
thorized by the law of the jurisdiction 
concerned to administer oaths of enlist- 
ment in the Army National Guard or 
Air National Guard.” 


Sec. 6. The following parts of Acts 
are repealed: 

(1) Paragraph (2) of subsection 4 (c) 
of the Universal Military Training and 
Service Act, as amended (64 Stat. 605), 
However, any person who was deferred 
under the last proviso thereof shall con- 
tinue to be deferred from induction 
until such time as he is ordered to active 
duty, ceases to serve satisfactorily in a 
reserve component, or would otherwise 
not be subject to the Universal Military 
Training and Service Act, as amended, 


(2) Sections 210 and 211 of the Armed 
Forces Reserve Act of 1952, as amended. 
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AIR FORCE AUTHORIZATION 
ACT OF 1049 


ARMY AND 


Sec. 102. (d) There is hereby author- 
ized for the Army Reserve a personnel 
strength of nine hundred and eighty 
thousand officers, warrant officers, and 
enlisted persons, excluding those serving 
on active duty in the Army of the 
United States who are counted within 
the personnel strength of eight hundred 
and thirty-seven thousand authorized 
in subsection (a) of this section. Per- 
sons may be appointed as warrant 
officers in the Army Reserve under such 
regulations and in such numbers as the 
Secretary of the Army may prescribe. 

Sec. 202. (d) There is hereby author- 
ized for the United States Air Force 
Reserve a personnel strength of five 
hundred thousand officers, warrant 
officers, and enlisted persons, including 
those members of the United States 
Air Force Reserve on active duty in the 
Air Force of the United States who are 
not counted within the personnel 
strength of the five hundred and two 
thousand authorized in subsection (a) 
of this section. Persons may be ap- 
pointed as warrant officers in the 
United States Air Force Reserve under 
such regulations and in such numbers 
as the Secretary of the Air Force may 
prescribe. 
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(3) Sections 102 (d) and 202 (d) of the 
Army and Air Force Authorization Act 
of 1949 (64 Stat. 322, 323) 


Sec. 7. The Secretary of Defense 
shall cause records to be maintained in 
the three military departments, as far 
as practicable, on the number of persons 
participating in active duty for training 
in the reserve components and in a drill 
status with pay. The Secretary of 
Defense shall report in January of each 
year to the President and to the Con- 
gress on the progress as to the strength- 
ening of the Reserve Forces. 
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Ist Session No. 458 








REPEALING THE FEE-STAMP REQUIREMENT IN THE 
FOREIGN SERVICE AND AMENDING SECTION 1728:OF 
THE REVISED STATUTES, AS AMENDED 





Aprit 28, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cuaruam, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


{To accompany H. R. 5841) 


The Committee on Foreign Affairs, to whom was referred the bill 
(H. R. 5841) to repeal the fee-stamp requirement in the Foreign 
Service and amend section 1728 of the Revised Statutes, as amended, 
having considered the same, report favorably and unanimously 
thereon without amendment and recommend that the bill do pass. 


DEPARTMENT OF STATE, 
Washington, D. C., March 30, 1956. 
Hon. Sam RAYBURN, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is transmitted herewith a draft of a proposed bill 
to repeal the fee-stamp requirement in the Foreign Service and amend section 
1728 of the Revised Statutes, as amended, which it is recommended that the 
Congress enact. 

The current legislation on which present practices are based is as follows: 

Act of Congress, August 18, 1856 (ch. 127, sec. 18, 11 Stat. 58). 

Act of Congress, April 5, 1906 (ch. 1366, sec. 10, 34 Stat. 102). 

The act of April 5, 1906 (ch. 1366, sec. 10, 34 Stat. 102), provides that adhesive 
Official stamps shall be supplied to consular officers abroad to be used when any 
consular or notarial act is performed. This act further provides that these 
adhesive fee stamps of varying denominations are to be affixed to suitable and 
appropriate documents as prescribed in the consular regulations and duly can- 
celed. The above-mentioned act specifically states ‘“* * * no such act shall be 
legally valid within the jurisdiction of the Government of the United States 
unless such stamp or stamps is or are affixed and canceled.” The act of August 
18, 1856 (ch. 127, sec. 18, 11 Stat. 58), calls for the keeping of a registry of fees 
and furnishing a full transcript of such register under oath. 

In the interests of economy and avoidance of work duplication, the Department 
desires to discontinue the present practice of affixing adhesive fee stamps to 
official documents. It is our opinion that the proposed change would in no way 
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affect the legality of the action taken on the document concerned. We would 
continue to record each and every service on Form 101, Record of Fees, which is 
the official book of record for all fee services. In the few cases in recent years 
where the validity of a document bearing evidence of a consular action has been 
questioned, we have found that the Record of Fees has provided adequate legal 
support of the consular action. 

As can be seen, the proposed procedure would, without any sacrifice of control— 

(1) discontinue necessity for requisitioning and sending fee stamps through 
the pouch with consequent cessation of the responsibility for their safety, 
daily issuance, and checking: 

(2) eliminate the present onerous and antiquated job of manually affixing 
stamps to documents, and the operation of canceling them; 

(3) avoid possibility of stamps becoming detached from documents or 
lost; 

(4) greatly simplify accounting operations; and 

(5) save hundreds of man-hours now consumed in handling all phases of 
these fee-stamp transactions. 

In support of the proposed change, the Department wishes to point out that 
when the Congress enacted the legislation above mentioned. consular officers 
were not salaried, receiving a portion of all fees collected by them in lieu of com- 
pensation or salary, and therefore these legal provisions were written for the 
purpose of establishing a uniform prescribed tariff for specific consular and notarial 
services, the number of fee stamps affixed and canceled serving as a check on 
actual fees collected. Under the present system whereby all consular officers 
are salaried Federal employees and follow prescribed accounting routines, the 
necessity for fee stamps and this additional protection would appear to be out- 
moded. 

The role that fee stamps now play would seem to be unnecessary and merely 
a duplication, as the amount of the fee charged must be noted on the documents 
themselves, such documents being at all times approved and signed by a bonded 
consular officer, and collections accounted for in accordance with prescribed 
accounting procedures. 

The Comptroller General of the United States in his letter A-—44014 dated 
March 30, 1953, to the Department advised that in the opinion of his Office the 
elimination of the use of the fee stamps would in no way interfere with the rendi- 
tion of the services or the collection and accounting for the fees received and that 
furthermore it would appear that the discontinuance of the use of fee stamps 
would be in the interest of economy. 

The repeal of the requirement that accounts of fees received be sworn to by the 
officer responsible for their collection and the substitution of a certificate for the 
oath will make the provisions of statutes such as 18 United States Code 2073 
applicable thereto instead of the perjury statutes as provided for in section 1728 
of the Revised Statutues (22 U.S. C. 1194). 

It is respectfully requested that you lay the proposed bill before the House of 
Representatives. A similar bill is being transmitted to the President of the 
Senate. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of the proposed legislation to the Congress for 
its consideration. 

Sincerely yours, 

Joun Foster Duties. 





The elimination of adhesive official stamps, as provided in this bill, 
would not alter the fees charged for consular or notarial services. It 
would not affect the legality of the documents requiring consular or 
notarial action. Consular offices would continue to keep an official 
record of the fee services they perform. The enactment of this bill 
would dispense with an obsolete and costly procedure and permit the 
Department to conduct certain of its functions in a more businesslike 
manner. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
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REPEAL FEE-STAMP REQUIREMENT AND AMEND REVISED STATUTES 3 


introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics): 


Section 10 or tHe Act or Apri 5, 1906 (22 U. S. C. 1196) 


[Sec. 10. That every consular officer shall be provided and kept supplied 
with adhesive official stamps, on which shall be printed the equivalent money 
value of denominations and to amounts to be determined by the Department of 
State, and shall account quarterly to the Department of State for the use of such 
stamps and for such of them as shall remain in his hands. 

[Whenever a consular officer is required or finds it necessary to perform any 
consular or notarial act he shall prepare and deliver to the party or parties at 
whose instance such act is performed a suitable and appropriate document ‘as 

rescribed in the consular regulations and affix thereto and duly cancel an ad- 

esive stamp or oe of the denomination or denominations equivalent to the 
fee prescribed for such consular or notarial act, and no such act shall be legally 
valid within the jurisdiction of the Government of the United States unless such 
stamp or stamps is or are affixed and canceled.] 


Section 1728 or tHe Revisep Statutes (22 U. S. C. 1194) 


[Sec. 1728. Every consular officer, in rendering his account of fees received 
shall furnish a full transcript of the register which he is required to keep, and 
make oath that, to the best of his knowledge, the same is true, and contains a 
full and accurate statement of all fees received by him, or for his use, for his 
official services as such consular officer, during the period for which it purports 
to be rendered. Such oath may be taken before any person having authority to 
administer oaths at the port or place where the consular officer is located. If any 
such consular officer willfully and corruptly commits perjury, in any such oath, 
within the intent and meaning of any act of Congress now or hereafter made, he 
may be charged, proceeded against, tried, and convicted, and dealt with in the 
same manner, in all respects, as if such offense had been committed in the United 
States, before any officer duly authorized therein to administer or take such oath, 
and shall be subject to the same punishment and disability therefor as are or shall 
be prescribed for such offense.] 


ACCOUNT OF FEES: CERTIFICATION 


Every consular officer responsible for the collection of fees, in rendering his account 
of fees received, shall furnish a full transcript of the register which he ts required to 
keep, and certify that such transcript is an accurate and complete record of all fees 
received for the period shown. 

O 
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REPEALING A SERVICE CHARGE OF 10 CENTS PER SHEET OF 100 
WORDS, FOR MAKING OUT AND AUTHENTICATING COPIES OF 
RECORDS IN THE DEPARTMENT OF STATE , 





Aprit 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cuatuam, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


[To accompany H. R. 5842] 


The Committee on Foreign Affairs, to whom was referred the bill 
(H. R. 5842) to repeal a service charge of 10 cents per sheet of 100 
words, for making out and authenticating copies of records in the 
Department of State, having considered the same, report favorably 
and unanimously thereon without amendment and recommend that 


the bill do pass. 


DEPARTMENT OF STATE, 
Washington, D. C., January 13, 1956. 
Hon. Sam RayBurRN, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is transmitted herewith a draft of a proposed bill 
to repeal a service charge of 10 cents per sheet of 100 words, for making out and 
authenticating copies of records in the Department of State. 

The pertinent legislation on this subject is as follows: Section 213 of the 
Revised Statutes of the United States (5 U. S. C. 166); and act of Congress, 
August 31, 1951 (ch. 376, title V, sec. 501, 65 Stat. 290; 5 U.S. C. 140). 

Section 213 of the Revised Statutes of the United States requires that “For 
making out and authenticating copies of records in the Department of State, a 
fee of ten cents for each sheet containing one hundred words shall be paid by the 
person requesting such copies, except where they are requested by an officer of 
the United States in a matter relating to his office’’. 

The existing legislative requirement described in the previous paragraph would 
be repealed by the enactment of the proposed bill transmitted herewith. This 
legislation is obsolete, and its implementation is uneconomical in view of present 
administrative and accounting costs. Furthermore, the repeal of this legal 
requirement should enable the Department to simplify and make more practical 
the schedule of fees, which became effective on December 31, 1954, under the 
above-mentioned act of August 31, 1951. 

Under legal authority contained in the act of August 31, 1951, the Department 
has established, effective December 31, 1954, administrative procedures to collect 
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2 REPEAL CERTAIN SERVICE CHARGE IN DEPARTMENT OF STATE 


appropriate fees from the public for certain services when they involve copying, 
certification, and search of records. This schedule of fees is based, except for the 
limitations in section 213 of the Revised Statutes, on current costs to the Govern- 
ment and other current, pertinent facts relating to the performance by the Depart- 
ment of such services requested by the public. 

It is respectfully requested that you lay the proposed bill before the House of 
Representatives for as early enactment as possible. A similar bill is being trans- 
mitted to the President of the Senate. 

The Department has been informed by the Bureau of the Budget that there is no 
objection to the submission of this proposal to the Congress for its consideration. 

Sincerely yours, 
Joun Foster Duties. 


As indicated in the Secretary’s letter, the act of August 31, 1951, 
has permitted the Department to charge for the services it renders 
such as authentication, at a rate commensurate with the cost of those 
services. The passage of this bill will implement further the 1951 
act by permitting the Department to make a similar adjustment in 
its charges for copying documents. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets): 

(Src. 213. For making out and authenticating copies of records in the Depart- 
ment of State, a fee of 10 cents for each sheet containing one hundred words 


shall be paid by the person requesting such copies, except where they are requested 
by an officer of the United States in a matter relating to his office.J 
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INCREASING THE FEE FOR EXECUTING AN APPLICATION 
FOR A PASSPORT FROM $1 TO $3 





Aprit 28, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Gorpon, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany H. R. 5844] 


The Committee on Foreign Affairs, to whom was referred the bill 
(H. R. 5844) to increase the fee for executing an application for a 
passport from $1 to $3, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 

H. R. 5844 is the same as H. R. 423 of the 83d Congress which the 
Committee on Foreign Affairs reported and which the House of 
Representatives passed on February 1, 1954. The Senate did not 
complete action on H. R. 423. 

Under existing law the applicant pays $1 for a passport application 
and $9 for a passport. The Secretary of State may permit State offi- 
cials to retain the application fee. The purpose of this bill, as amended 
by the committee, is to permit State officials to be paid $3 for the 
execution of a passport application. 

A representative from the transportation industry pointed out that 
the income from passport fees is more than sufficient to cover the 
expenses of the Passport Division of the Department of State in 
issuing the passport and therefore no general increase is necessary. 

The same argument cannot be made, however, in the case of State 
officials who handle the applications. A considerable volume of 
paperwork is involved and frequently consultation is necessary. This 
point was borne out by a letter of May 8, 1953, from the State Depart- 
ment to Hon. Robert B. Chiperfield, then chairman of the committee. 
The Department noted that: 

In certain heavily populated areas clerks of State courts handle a great many 
passport applications and State officials cover the ordinary expenses of the service 


performed. In certain offices it has been necessary to provide additional personnel 
and space to carry on the work. 
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2 INCREASE FEE FOR EXECUTING AN APPLICATION FOR A PASSPORT 


The same argument presumably would be true in the case of other 
officials who may be designated to handle passport applications. 

This bill seeks to provide adequate compensation to State officials 
whose handling of passport applications is an incidental but important 
part of their official duties. This bill does not raise the fee charged in 
Federal courts. In the case of State courts, however, the application 
fee is $3. The $9 charged for the passport will still go to the Federal 
Government. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Secrion 1 oF THE Act or JuNE 4, 1920 


Section 1. From and after the 1st day of July, 1920, there shall be collected 
and paid into the Treasury of the United States quarterly a fee of $1 for executing 
each application for a passport and $9 for each passport issued to a citizen or 
person owing allegiance to or entitled to the protection of the United States: 
Provided, That nothing herein contained shall be construed to limit the right of 
the Secretary of State by regulation to authorize the retention by State officials 
of [the fee of $1] a fee cf $3 for executing an application for a passport: And pro- 
vided further, That no fee shall be collected for passports issued to officers or 
employees of the United States proceeding abroad in the discharge of their 
official duties, or to members of their immediate families, or to seamen, or to 
widows, children, parents, brothers, and sisters of American soldiers, sailors, or 
marines, buried abroad whose journey is undertaken for the purpose and with the 
intent of visiting the graves of such soldiers, sailors, or marines, which facts shall 
be made a part of the application for the passport. 
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CONSTRUCTION OF BRIDGE ACROSS THE RIO GRANDE 
AT OR NEAR RIO GRANDE CITY, TEX. 





AprIL 28, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Burueson, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


[To accompany H. R. 4573] 


The Committee on Foreign Affairs, to whom was referred the bill 
(H. R. 4573) authorizing Gus A. Guerra, his heirs, legal representa- 
tives, and assigns, to construct, maintain, and operate a toll bridge 
across the Rio Grande, at or near Rio Grande City, Tex., having 
considered the same, report favorably and unanimously thereon and 
recommend that the bill do pass. 

H. R. 4573 was introduced by Hon. Joe M. Kilgore, of Texas, on 
March 2, 1955, and referred to the Committee on Foreign Affairs. 
The committee met in executive session on the measure on April 26, 
1955, and ordered it unanimously reported. 

The provisions of this measure are in keeping with prior inter- 
oo bridge legislation considered by the committee and enacted 
into law. 

The Department of State in its communication dated February 16, 
1955, indicated that it had no objection to the enactment of the bill. 
The ietter follows: 

DEPARTMENT OF STATE, 


Washington, February 16, 1955. 
Hon. James P. Ricwarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. Ricnarps: The Department has reviewed H. R. 4573, entitled “A 
Bill authorizing Gus A. Guerra, his heirs, legal representatives, and assigns, to 
construct, maintain, and operate a toll bridge across the Rio Grande, at or near 
Rio Grande City, Tex.,”’ as requested in your letter of March 4, 1955. The 
United States Section of the International Boundary and Water Commission has 
also considered the proposed bill. 

Inasmuch as the bill contains the provisions which the Department and the 
United States section have heretofore approved regarding the jurisdiction of the 
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United States and Mexico and requiring approval of the bridge and approaches 
by the Commission, the section and the Department perceive no objection to 
the enactment of the bill. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 
Sincerely yours, 





Turuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 
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CONSTRUCTION OF BRIDGE ACROSS THE RIO GRANDE 
AT OR NEAR LOS EBANOS, TEX. 





Aprit 28, 1955.—Referred to the House Calendar and ordered to be printed. 





Mr. Burueson, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 
{To accompany H. R. 2984] 


The Committee on Foreign Affairs, to whom was referred bill 
(H. R. 2984) authorizing E. B. Reyna, his heirs, legal representatives, 
and assigns, to construct, maintain, and operate a toll bridge across 
the Rio Grande, at or near Los Ebanos, Tex., having considered the 
same, report favorably and unanimously thereon and recommend 
that the bill do pass. 

H. R. 2984 was introduced by the Honorable Joe M. Kilgore, of 
Texas, on January 25, 1955, and referred to the Committee on For- 
eign Affairs. The committee met in executive session on the measure 
on April 26, 1955, and ordered it unanimously reported. 

The provisions of this measure are in keeping with prior interna- 
tional bridge legislation considered by the committee, and is identical 
in language, except for the authorized agent and place, with Public 
Law 267, 88d Congress, authorizing the Hidalgo Bridge Co., its heirs, 
legal representatives and assigns, to construct, maintain, and operate 
a railroad toll bridge across the Rio Grande, at or near Hidalgo, Tex. 

It is felt that there is a need for such a bridge to adequately pro- 
vide for the flow of international transportation between two large 
cotton and vegetable growing areas on both sides of the Rio Grande. 

The Department of State in a communication to the chairman of 
the committee, dated February 16, 1955, indicated that it had no 
objection to the enactment of the bill. The letter follows: 
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DEPARTMENT OF STATE, 
Washington, February 16, 1956. 
Hon. James P. Ricwarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Dear Mr. Ricuarps: The Department has reviewed H. R. 2984, a bill 
bill authorizing E. B. Reyna, his heirs, legal representatives, and assigns, to 
construct, maintain, and operate a toll bridge across the Rio Grande, at or near 
Los Ebanos, Tex., as requested in your letter of January 26, 1955. The United 
States section of the International Boundary and Water Commission has also 
considered the proposed bill. It is found to be identical with H. R. 8792 which 
was the subject of my letter of May 3, 1954, to Mr. Chiperfield. 

Inasmuch as the bill contains the provisions which the Department and the 
United States section have previously accepted regarding the jurisdiction of the 
United States and Mexico and requiring approval of the bridge and approaches 
by the Commission, the section, and the Department perceive no objection to 
the enactment of the bill. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
Turvuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 
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GRANTING THE CONSENT OF CONGRESS TO THE STATES OF 
ARKANSAS AND OKLAHOMA, TO NEGOTIATE AND ENTER INTO 
A COMPACT RELATING TO THEIR INTERESTS IN, AND THE 
APPORTIONMENT OF, THE WATERS OF THE ARKANSAS RIVER 
AND ITS TRIBUTARIES AS THEY AFFECT SUCH STATES 





May 2, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, sub- 
mitted the following 


REPORT 


[To accompany H. R. 208} 


The Committee on Public Works, to whom was referred the bill 
(H. R. 208) granting the consent of Congress to the States of Arkansas 
and Oklahoma, to negotiate and enter into a compact relating to 
their interests in, and the apportionment of, the waters of the Arkansas 
River and its tributaries as they affect such States, having considered 
the same, report favorably thereon with amendment and recommend 
that the bill do pass. 

The amendment is as follows: 

Page 2, line 6, after the first ‘the’ insert “President of the United 
States and the’’. 

PURPOSE OF THE BILL 


The purpose of the bill is to give the consent of Congress to the 
States of Arkansas and Oklahoma to enter into a compact relating to 
the development and protection from pollution of the water resources 
of the Arkansas River and its tributaries and to provide for ‘an equita- 
ble apportionment of the waters of the Arkansas River and its tribu- 
taries flowing between such States. The bill also provides that one 
qualified person appointed by the President of the United States shall 
participate in the negotiations as chairman, representing the United 
States, and shall make a report to the President and the Congress of 
the proceedings of any compact entered into. As introduced, the bill 
provided that the United States representative in the negotiations 
should report to the Congress alone. The committee amended this 
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to include a report to the President as well as the Congress, in accord- 
ance with a suggestion transmitted by the Bureau of the Budget. 

The Department of the Army has numerous projects on the 
Arkansas River and tributaries in Arkansas and Oklahoma which 
are for flood control, navigation, and related purposes. Representa- 
tives of the Department testified before the committee that the pro- 
visions of H. R. 208 of Federal representation and approval by the | 
nee would adequately safeguard the interests of the United | 

tates. 

Representatives of the Department of Health, Education, and 
Welfare informed the committee that pursuant to the provisions of 
the Water Pollution Control Act (Public Law 845, 80th Cong., as 
amended) encouragement is given to the States to enter into compacts 
for the prevention and abatement of water pollution. 

The compact would not be binding until ratified by the legislatures 
of the respective States and approved by Congress. 

The Department of the Army and the Department of Health, 
Education, and Welfare have submitted favorable reports on the 
proposed legislation, as follows: 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., April 6, 1955. 
Hon. Cuarues A. Bucktey, 
hairman, Committee on Public Works, t 
House of Representatives, Washington, D. C. 


Dear Mr. CHarrMan: Reference is made to your request for the views of the 
Department of the Army with respect to H. R. 208, 84th Congress, a bill granting 
the consent of Congress to the States of Arkansas and Oklahoma, to negotiate 
and enter into a compact relating to their interests in, and the apportionment of, 
the water of the Arkansas River and its tributaries as they affect such States. 

The Department of the Army has no objection to the enactment of H. R. 208. 

The purpose of the bill is to give congressional consent to the States of Arkansas 
and Oklahoma to negotiate and enter into a compact providing for the develop- 
ment and for the protection from pollution of the water resources of the Arkansas 
River and its tributaries, and providing for an equitable apportionment between 
them of the waters of that river and its tributaries flowing between those States. 
The bill provides further that one qualified person appointed by the President of 
the United States shall participate in the negotiations as chairman, representing 
the United States, and shall make a report to Congress of the proceedings and 
any compact entered into. The compact would not be binding until ratified by 
the legislatures of the respective States and approved by Congress. 

The Department of the Army has numerous projects on the Arkansas River 
and tributaries in Arkansas and Oklahoma which are for flood control, navigation 
and related purposes. The provisions of Federal representation and approval 
by the Congress should adequately safeguard the interests of the United States. 

The Bureau of the Budget advises that while there is no objection to the sub- 
mission of this report, it is recommended that the bill be amended to provide that 
the United States representative in the negotiations shall report to the President 
as well as the Congress. 

Sincerely yours, 
CHARLES FINUCANE, 
Acting Secretary of the Army. 





DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, ’ 
Washington, April 14, 1955. i 
Hon. Cuares A. Buck.ey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: This letter is in response to your request of February 7, 
1955, for a report on H. R. 208, a bill granting the consent of Congress to the 
States of Arkansas and Oklahoma, to negotiate and enter into a compact relating 
to their interests in, and the apportionment of, the waters of the Arkansas River 
and its tributaries as they affect such States. 
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The bill would give the consent of Congress to the States of Arkansas and 
Oklahoma to enter into a compact relating to the development and protection 
from pollution of the water resources of the Arkansas River and its tributaries 
and providing for an equitable apportionment of the waters of the Arkansas River 
and its tributaries between such States. The consent of the Congress would be 
given on the condition that a qualified person, appointed by the President of the 
United States, will participate in negotiations for the compact as chairman 
representing the United States, and that such person is to make a report to the 
Congress of the proceedings of any compact entered into. The compact is not 
to be binding or obligatory upon any of the parties thereto until it has been 
ratified by the legislatures of each of the States and approved by the Congress of 
the United States. H. R. 208 also authorizes to be appropriated the salarv and 
expenses of the representative of the United States in such negotiations, b:t if t at 
representative is otherwise employed by the United States he will not be entitled 
to receive an additional salary for his services in connection with the negotiations. 

Pursuant to the provisions of the Water Pollution Control Act (Public Law 
845, 80th Cong., as amended), this Department encourages compacts between 
States for the prevention and abatement of water pollution. Our primary 
interest, therefore, relates to the provisions of H. R. 208 for protecting from 
pollution the water resources of the Arkansas River and its tributaries and for 
the apportionment of water as its affects control of pollution. It is our opinion 
that a compact between Arkansas and Oklahoma, providing a cooperative ap- 
proach to the pollution problem of the Arkansas River and its tributaries, will be 
of considerable value in meeting this problem on a comprehensive river-basin 
basis. 

We would therefore recommend that the bill be enacted by the Congress. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Oveta Cup Hossy, Secretary. 


O 
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AMENDING THE ACT APPROVED JANUARY 27, 1905, AS 
AMENDED (48 U.S. C., SEC. 322) 





Mar 2, 1955. —Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enctr, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 245} 


The Committee on Interior and Insular Affairs, to whom was 
. -* ’ 
referred the bill (H. R. 245) to amend the act approved January 27, 


1905, as amended (48 U.5. C., see. 322), having considered the same, 
report favorably thereon with amendments and recommend that the 
bill, as amended, do pass. 

The amendments are as follows: 

Strike all after the enacting clause and insert in lieu thereof the 
following: 


That the third sentence of section 2 of the Act of January 27, 1905 (33 Stat. 616), 
as amended (48 U. 8. C., 1952 ed., sec. 322), is further amended to read as follows: 

“The Secretary of the Interior, or such officer, or officers as may be designated 
by him, shall, upon his own motion or upon petition, locate, lay out, construct, 
and maintain roads, trails, and bridges from any point on the navigable waters 
of Alaska to and through any town, mining or other industrial camp or settle- 
ment, or between and through any such town, camps or settiements therein, if 
in his judgment such roads, trails, or bridges are needed and wil! be of permanent 
value for the development of Alaska: Provided, That within incorporated towns 
only roads and bridges which are designated by the Secretary of the Interior as 
part of the through highway system of the Territory of Alaska may be con- 
structed under this section: Provided, further, That no roads or bridges within 
incorporated towns shall be maintained under this section.” 


Amend the title so as to read: 


A bill to amend section 2 of the act of January 27, 1905 (33 Stat. 616), as 
amended (48 U.S. C., 1952 edition, sec. 322). 


EXPLANATION OF THE BILL 


H. R. 245, as amended, will amend the third sentence of section 2 
of the act. of January 27, 1905 (33 Stat. 616), as amended (48 U.S. C. 
1952 edition, see. 322). H. R. 245 provides that the Secretary of the 


74008°—57 H. Rept., 84-1, vol. 2——96 














j 
5 
5 
S 
: 
: 


y AMEND ACT APPROVED JANUARY 27, 1905, AS AMENDED 


Interior, acting through the Alaska Road Commission, an agency of 
the Department of the Interior, shall survey, construct, and maintain 
roads and bridges from any point on the navigable waters of Alaska 
to and through any unincorporated town, camps, or settlements in 
Alaska where, in his judgment, they are required. It also provides 
that only roads and bridges which are designated by the Secretary of 
the Interior as part of the through highway system of the Territory 
may be constructed under this bill. Finally, it provides that neither 
roads nor bridges within incorporated towns shall be maintained 
under this section. 

Enactment of this legislation would place the Alaska Road Com- 
mission in the same position as is the United States Bureau of Public 
Reeds, The bill carries the endorsement of the League of Alaskan 

‘ities. 
The favorable report of the Department of the Interior is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington. D. C., April 19, 1956. 
Hon. Craire ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C 


My Dear Mr. Enaur: This is in reply to your request for the views of this 
Department on H. R. 245, a bill to singad the act approved January 27, 1905, as 
amended (48 U. 8S. C., sec. 322). 

I recommend that H. R. 245 be enacted, if amended as suggested below. 

H. R. 245, if enacted, would amend the third sentence of section 2 of the act of 
January 27, 1905 (33 Stat. 616), as amended (48 U. 8. C., 1952 ed., sec. 322). 
At present that sentence provides that the Secretary of the Interior, or officers 
designated by him, shall “locate, lay out, construct, and maintain wagon roads 
and pack trails from any point on the navigable waters of Alaska to any town, 
mining or other industrial camp or settlement, or between any such town, camps, 
or setilements therein, if in his judgment such roads or trails are needed and will 
be of permanent value for the development of Alaska; but no such road or trail 
shall be constructed to any town, camp, or settlement which is wholly transitory 
or of no substantial value or importance for mining, trade, agriculture. or manu- 
facturing purposes.” 

H. R. 245 would amend this sentence by striking the adjectives ‘“‘wagon’”’ and 
“pack” before “roads’’ and “‘trails’’ respectively. and by adding “‘highways’’ and 
“bridges ’"’ The bill would also amend the sentence in question to direct the 
Secretary not only to build and maintain roads and trails “‘to’’ and “between” 
towns in Alaska, but also “through” them. I believe that this change would 
assist materially in the development of an adequate road system. This Depart- 
ment has concluded that the Secretary’s authority under the present statute does 
not include building and maintaining roads within towns and settlements There- 
fore, the Alaska Road Commission, exercising the Secretary's responsibil ties 
under the statute, has not been authorized to build roads within citv and town 
limits. Many towns have been unable, for financial reasons, to improve and 

ave portions of highways passing through their limits, and, consequently the 
erritory'’s highway system is spotted with unimproved roads in some urban 
areas 

However, this Department does not wish to see the Alaska Road Commission 
become a street-building agency for the Territory’s cities and towns. Therefore, 
we recommend that the Secretary’s authority be limited with respect to incorpo- 
rated towns, though he should have general authority to build and maintain roads 
and bridges within unincorporated towns and settlements. We suggest that with- 
in incorporated towns the Secretary be authorized to construct only those high- 
wavs and bridges which are a part of the Territory’s “through” highway network. 
In Alaska roads are classified as through, feeder, or local, and only those of the 
first type ought to be constructed by the Department within incorporated towns. 
The proviso in H. R. 245 does not seem adequate to achieve this result, and we 
suggest that t be revised to read as follows: 

“Provided, That within incorporated towns only roads and bridges which are 
designated by the Secretary of the Interior as part of the through highway system 
of the Territory of Alaska may be constructed under this section:” 
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AMEND ACT APPROVED JANUARY 27, 1905, AS AMENDED 3 


Furthermore, it is believed that incorporated towns should themselves maintain 
roads and bridges within their limits. Therefore, we suggest the addition of a 
second proviso phrased as follows: 

“Provided, further, That no roads or bridges within incorporated towns shall be 
maintained under this section.” 

The Department believes that the general authority granted by section 2 of 
the 1905 act should be extended to bridges, as wel! as to roads and trails. The 
addition of the word “highways” appears unnecessary since the term “roads” 
seems sufficiently broad to include all highways. At present, the Department 
has authority to build and maintain bridges as part of its general road operations 
(48 U. 8. C., 1952 ed., secs. 326 and 327), but it would be desirable to make that 
authority specific in the case of bridges in towns when they are required as part 
of a through vs pe 6 However, we believe that the authority with respect 
to bridges should be limited in the same manner as that with respect to roads. 
The provisos suggested above would achieve that result. 

Finally, the Depesmnest believes that the following words in lines 9 through 
13, page 2, should be deleted: “but no such highways, roads, trails, or bridges 
shall be constructed to and through any town, camp, or settlement which is 
wholly transitory or of no substantial value or importance for mining, trade, 
agricultural, or manufacturing purposes.”” That language was directed to the 
needs of 1905, but it is no longer required. 

There is attached for your consideration a draft of H. R. 245 embodying the 
recommendations of this Department. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to the Congress. 

Sineerely yours, 
Orme LEwIs, 
Assistant Secretary of the Interior. 


A BILL To amend section 2 of the Act of January ying (33 Stat. 616), as amended (48 U. 8. C., 1952 ed. 
sec. 


Be it enacted by the Senate and the House of Representatives of the United States 
of America in Congress assembled, That the third sentence of section 2 of the Act 
of January 27, 1905 (33 Stat. 616), as amended (48 U. S. C., 1952 ed., sec. 322), 
is further amended to read as follows: 

“The Secretary of the Interior, or such officer, or officers as may be designated 
by him, shall, upon his own motion or upon petition, locate, lay out, construc 
and maintain roads, trails, and bridges from any point on the navigable waters o' 
Alaska to and through any town, mining or other industrial camp or settlement, 
or between and through any such town, camps or settlements therein, if in his 
judgment such roads, trails, or bridges are needed and will be of permanent value 

r the development of Alaska: Provided, That within incorporated towns only 
roads and bridges which are designated by the Secretary of the Interior as part 
of the through highway system of the Territory of Alaska may be constructed 
under this section: Provided, further, That no roads or bridges within incorporated 
towns shall be maintained under this section.” 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
jae are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


Tarrp Sentrence or Section 2 or THE Act OF JANUARY 27, 1905 (33 Srart. 616), 
as AMENDED (48 U.S. C., 1952 ep., sec. 322) 


ithe Secretary of the Interior, or such officer, or officers, as may be designated 
by him, shall have the power, and it shall be his duty, upon his own motion or 
upon petition, to locate, lay out, construct, and maintain wagon roads and pack 
trails from any point on the navigable waters of Alaska to any town, mining or 
other industrial camp or settlement, or between any such town, camps, or settle- 
ments therein, if in his judgment such roads or trails are needed and will be of 
permanent value for the development of Alaska; but no such road or trail shall 
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be constructed to any town, camp, or settlement which is wholly transitory or of 
no substantial value or importance for mining, trade, agricultural, or manufac- 
turing aes ag om | The Secretary of the Interior, or such officer, or officers, as may 
be designated by him, shall have the power, and it shall be his duty, upon his own 
motion or upon petition, to locate, lay out, construct, and maintain highways, roads, 
trails, and bridges from any point on the navigable waters of Alaska to and through 
any town, mining or other industrial camp or settlement, or between and through any 
such town, camps, or settlements therein, if in his judgment such highways, roads, 
trails, or bridges are needed and will be of permanent value for the development of 
Alaska; but no such highways, roads, trails, or bridges shall be constructed to and 
through any town, camp, or settlement which is wholly transitory or of no substantial 
value or importance for mining, trade, agricultural, or manufacturing purposes: 
Provided, That only such highways roads, trails, and bridges, including access roads 
to military reservations and other Federal installations, as may be designated by the 
Governor of Alaska and approved by the Secretary of the Interior may be constructed 
and maintained through any town, camp, or settlement. 


Although not required by clause 3 of rule XIII of the Rules of the 
House of Representatives, the committee sets forth below for informa- 
tion, changes in existing law made by the bill, as reported (existing 
law proposed to be omitted is enclosed in black brackets, new matter 
is printed in italics, existing law in which no change is proposed is 
shown in roman): 


Tairp SENTENCE oF Section 2 oF tue Act or January 27, 1905 (33 Svar. 
616), as AmMeNnpeEp (48 U.S. C., 1952 ep., sec. 322) 


[The Secretary of the Interior, or such officer, or officers, as may be designated 
by him, shall have the power, and it shall be his duty, upon his.own motion or 
upon petition, to locate, lay out, construct, and maintain wagon roads and pack 
trails from any point on the navigable waters of Alaska to any town, mining or 
other industrial camp or settlement, or between any such town, camps, or settle- 
ments therein, if in his judgment such roads or trails are needed and will be of 
permanent value for the development of Alaska; but no such road or trail shall 
be constructed to any town, camp, or settlement which is wholly transitory or of 
no substantial value or importance for mining, trade, agricultural, or manufac- 
turing purposes.] The Secretary of the Interior, or such officer, or officers as mey 
be designated by him, shall, upon his own motion or upon petition, locate, lay out, 
construct, and maintain roads, tratls, and bridges from any point on the navigable 
waters of Alaska to and through any town, mining or other industrial camp or settle- 
ment, or hetween and through any such town, camps or settlements therein, if in his 
judgment such roads, trails, or bridges are needed and will be of permanents value for 
the development of Alaska: Provided, That within incorporated towns only roads and 
bridges which are designated by the Secretary of the Interior as part of the through 
highway system of the Territory of Alaska may be constructed under this section: 
Provided, further, That no roads or bridges within incorporated towns shall be main- 
tained under this section. 


Enactment of H. R. 245, as amended, is unanimously recommended 
by the Committee on Interior and Insular Affairs. 
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AMENDING THE ACT OF JANUARY 21, 1929, WHICH RELATES TQ 
THE GRANT OF ADDITIONAL LAND FOR THE SUPPORT AND 
MAINTENANCE OF THE UNIVERSITY OF ALASKA 





May 2, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Encue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 603] 


The Committee on Interior and Insular Affairs, to whom was referred 
the bill (H. R. 603) to amend the act of January 21, 1929, which 
relates to the grant of additional land for the support and mainte- 
nance of the Vaiversiee of Alaska, having considered the same, 


reports favorably thereon with amendments and recommend that the 
bill do pass. 


The amendments are as follows: 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That section 1 of the Act of January 21, 1929 (45 Stat. 1091; 48 U. S. C., 1952 ed., 
sec. 354a), hereafter referred to as the Act, is amended by deleting the words 
“nonmineral surveyed”, and by inserting after the words “in the Territory of 
Alaska” the words ‘‘whether or not such lands contain mineral deposits”’. 

Sec. 2. The following sections shall be added to the Act as sections 3 and 4, 
_ the present section 3 and all subsequent sections shall be renumbered accord- 
ingiy: 

“Sec. 3. That, upon the revocation of any order of withdrawal in Alaska, the 
order of revocation shall provide for a period of not less than ninety days before 
the date on which it otherwise becomes effective during which the Territory shall 
have a preferred right of selection, subject to the requirements of this Act, except 
as against prior existing valid rights or as against equitable claims subject to 
allowance and confirmation: Provided, That upon the subsequent disposition of 
any lands selected under this section, persons now or hereafter entitled to benefits 
under section 4 of the Act of September 27, 1944 (58 Stat. 748; 43 U. 8. C., 1952 
ed., sec, 282), as now or hereafter amended, shall be afforded a ninety-day period 
in which to acquire the lands upon the terms and conditions upon which the 
Territory has determined to dispose of the lands: Provided further, That the 
foregoing proviso shall be terminated or repealed by the termination or repeal 
of section 4 of the Act of September 27, 1944, as now or hereafter amended. 

“Sec. 4. That, following the selection of lands by the Territory and the approval 
such selection by the Secretary of the Interior, but prior to the issuance of final 
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patent, the Territory shall be authorized to lease and to make conditional sale 
of such selected lands.” 
Sec. 3. Section 7 of the Act as so renumbered is amended by deleting “nor in 


ease of the sale of the land, less than a minimum price of $5 per acre;’’. 


Sec. 4. Section 8 of the Act as so renumbered, is amended by deleting “secretary 
of state” and inserting in lieu thereof ‘‘Board of Administration’’. 

Sec. 5. The proviso in section 8 of the Act as so renumbered, is repealed. 

Sec. 6. All references in Acts of the Congress to the Agricultural College and 
School of Mines in the Territory of Alaska shall be deemed to refer to the Univer- 
sity of Alaska. 


EXPLANATION OF H. R. 603 


H. R. 603, as amended, would amend the act of January 21, 1929. 
which relates to the grant of additional land for the support and 
maintenance of the University of Alaska. 

Under present law the Territory of Alaska may select, subject to 
the approval of the Secretary of the Interior, 100,000 acres of vacant, 
nonmineral, surveyed, unreserved public lands in the Territory for 
the exclusive use and benefit of the University of Alaska. This bill 
would amend existing law to permit the selection not only of lands 
containing mineral deposits but also lands which are not surveyed 
(only one-half of 1 percent of the land in Alaska has been surveyed). 
At the present rate of settlement and patenting of surveyed lands, 
the desirable areas not already in reserve status as commercial timber- 
lands and potential power sites are being rapidly selected. The 
remaining public lands which are clearly of potential value are mineral 
lands. The right of selection is thus restricted at present to lands 
of little value and lands which only in the distant future may possibly 
have value, and, consequently, the right of selection permitted under 
the 1929 act is rarely exercised. 

Section 2 would add two new sections to the act of 1929. The first 
would provide that upon the revocation of any order of withdrawal 
in Alaska the Territory would have a preferred right of selection for 
a period of 90 days. This new section would require the Territory 
itself, in the disposition of lands so acquired, to grant veterans 
90-day period in which to acquire the lands upon the terms and condi- 
tions on which the Territory has determined to dispose of them. The 
second new section would permit the Territory to lease and to make 
conditional sales of selected lands subsequent to the selection by the 
Territory and the approval thereof by the Secretary of the Interior, 
but prior to the issuance of final patent. This provision is desirable 
in order to permit the Territory to obtain revenue from the selected 
lands during the period of time necessary for the completion of 
cadastral surveys. 

Section 3 provides for the repeal of the provision stipulating that 
lands selected under the act of 1929 shall not be sold by the Territory 
for less than the minimum price of $5 per acre. This is in accord 
with existing law (Public Law 387, 83d Cong., 68 Stat. 173) which 
authorizes the disposition of public lands but does not provide for 4 
minimum selling price per acre. 

Section 4 provides for deleting the words “secretary of state” 
in section 8 of the act of 1929 and substituting in lieu thereof ‘Board 
of Administration.” 

Section 5 repeals the proviso in section 8 of the act of 1929 concern- 
ing the administration of separate funds. It is desirable that the 
Territory be permitted to use the income from the selected lands for 
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the erection or maintenance of buildings and to be responsible for the 
expenditure of such income. 

Section 6 provides that all references in acts of Congress to the Agri- 
cultural College and School of Mines in the Territory of Alaska shall 
be deemed to refer to the University of Alaska. 

The favorable report of the Department of the Interior, dated 
April 20, 1955, follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, . 
Washington, D. C., April 20, 1955. 


Hon. Crain ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. Encte: This is in reply to your request for the views of this 
Department on H. R. 603, a bill to amend the act of January 21, 1929, which 
relates to the grant of additional land for the support and maintenance of the 
University of Alaska. 

I recommend that H. R. 603 be enacted if it is amended as suggested below. 

Under the act of January 21, 1929 (45 Stat. 1091; 48 U. 8. C., 1952 edition, 
sec. 354a), the Territory of Alaska is entitled to select, subject to the approval 
of the Secretary of the Interior, 100,000 acres of vacant, nonmineral, surveyed, 
unreserved public lands in the Territory for the exclusive use and benefit of what 
has become the University of Alaska. Section 1 of H. R. 603 would amend the 
1929 act by removing the prohibition on selecting lands containing mineral 
deposits. Section 2 would remove the requirement that notice of the public 
auction at which selected lands are to be sold or leased be published in a newspaper 
guts rea regularly at the capital of the Territory. Section 3 would relieve the 

erritory of the requirement that it set a minimum price of $5 per acre. Section 5 
would remove the present restriction in the statute that prohibits the use of funds 
derived from the granted lands for the purchase, erection, preservation, or repair 
of any building. Sections 4 and 6 contain amendments of a merely formal nature. 

It is suggested that section 1 of H. R. 603 be amended to permit the selection 
of not only lands containing mineral deposits but also lands which are not sur- 
veyed. Only about 2% million acres of Alaska (about one-half of 1 percent of 
the land area) have been surveyed. Furthermore, new settlement and patenting 
of surveyed land is proceeding at a greater rate than is the execution of new 
surveys. Much of the current surveying, instead of being completed before 
settlement, is completed thereafter, to accommodate existing settlement on 
unsurveyed land. Consequently, very little surveyed land of practical value is 
at present available for selection by the university, and it is unlikely that the 
situation will improve materially in the foreseeable future. Most of the valuable 
commercial timber lands and potential power sites are in reserved status, while 
potential agricultural lands not already settled are virtually worthless to the 
university, because of their isolation and small-unit size. The remaining public 
lands which are clearly of potential value are mineral lands. The right of selec- 
tion is thus restricted at present to lands of little or no value and lands which 
only in the distant future may possibly have value, and, consequently, the right 
of selection under the 1929 act has been little exercised. The Governor of Alaska 
urges the liberalization of the right of selection in these two respects. 

The act of March 4, 1915, as amended (48 U. S. C., Supp. I, sec. 353), provides 
for the reservation of sections 16 and 36 in each township of the Territory for 
the support of the schools, and of section 33 in each township in a portion of the 
Tanana Valley for the support of the University of Alaska. Though originally 
the reservations for educational purposes were limited to nonmineral lands, 
mineral lands are now included also. It would seem desirable for policy with 
respect to the reservation of land for educational purposes in Alaska to be con- 
sistent. Certainly, climatic hardship and economic difficulties involved in the 
development of a self-sustaining economy seem to justify such treatment for 
the Territory with respect to the support of its educational institutions. 

ere is no apparent reason why the requirement for the publication at the 
capital of notice of the public auction of selected lands should abolished. We 
suggest therefore that section 2 of H. R. 603 be deleted. In its stead we suggest 
that there be substituted a new section 2 which would add two new sections to the 
act. One of the new sections would provide that, upon the revocation of any 
order of withdrawal in Alaska, the Territory would have a preferred right of 
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selection for a period of at least 90 days. Though the Territory would thus be 

iven a preference superior to that granted veterans under section 4 of the act of 

eptember 27, 1944 (58 Stat. 748; 43 U.S. C., 1952 edition, sec. 282), as amended, 
the new section would require the Territory itself, in the disposition of lands so 
acquired, to grant veterans a 90-day period in which to acquire the lands upon 
the terms and conditions on which the Territory has determined to dispose of 
them. The other new section would permit the Territory to lease and to make 
conditional sales of selected lands subsequent to the selection by the Territory and 
the approval thereof by the Secretary of the Interior, but prior to the issuance 
of final patent. This provision is desirable in order to permit the Territory to 
obtain revenue from the selected lands during the period of time necessary for 
the completion of casdastral surveys. 

Section 3 of H. R. 603 provides for the repeal of the provision stipulating that 
lands selected under the 1929 act shall not be sold by the Territory for less than 
$5 per acre. This is in accord with the policy of recent legislation authorizing the 
disposition of public lands, e. g., the act of June 4, 1954 (Public Law 387, 83d 
Cong.; 68 Stat. 173), in which no minimum price provision has been included. 

It is impertant that the Territory be permitted to use the income from the 
selected lands for the erection or maintenance of buildings, if such use is deter- 
mined by those responsible for the university to be appropriate. In addition to 
the desirability of empowering those responsible for the university with discretion 
in the expenditure of funds, there should also be considered the difficulty, encoun- 
tered under the existing proviso to section 6 of the 1929 act, of administering 
separate funds. For these reasons, we favor the repeal of that proviso, as pro- 
vided in section 5 of the bill. 

There is enclosed for your consideration a draft of H. R. 603 containing the 
various amendments suggested in this report and certain other changes of a purely 
technical nature. 

Since I am informed that there is a particular urgency for the submission of 
the views of the Department, this report has not been cleared through the Bureau 
of the Budget and, therefore, no commitment can be made concerning the relation- 
ship of the views expressed herein to the program of the President. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


{A BILL To amend the Act of January 21, 1929, which relates to the grant of additional land for the support 
and maintenance of the University of Alaska.’ 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 1 of the Act of January 21, 1929 
(45 Stat. 1091; 48 U. 8. C., 1952 edition, sec. 354a), hereafter referred to as the 
Act, is amended by deleting the words ‘“‘nonmineral surveyed’’, and by inserting 
after the words “in the Territory of Alaska’ the words ‘‘whether or not such 
lands contain mineral deposits’’. 

Sec. 2. The following sections shall be added to the Act as sections 3 and 4, 
and the present section 3 and all subsequent sections shall be renumbered 
accordingly: 

“Sec. 3. That, upon the revocation of any order of withdrawal in Alaska, the 
order of revocation shall provide for a period of not less than ninety days before 
the date on which it otherwise becomes effective during which the Territory 
shall have a preferred right of selection, subject to the requirements of this Act, 
except as against pricr existing valid rights or as against equitable claims sub‘ect 
to allowance and confirmation: Provided, That upon the subsequent disposition 
of any lands selected under this section, persons now or hereafter entitled to 
benefits under section 4 of the Act of September 27, 1944 (58 Stat. 748; 43 
U.S. C., 1952 edition, sec. 282), as now or hereafter amended, shall be afforded 
a ninety-day period in which to acquire the lands upon the terms and conditions 
upon which the Territory has determined to dispose of the lands: Provided, 
further, That the foregoing proviso shall be terminated or repealed by the ter- 
mination or repeal of section 4 of the Act of September 27, 1944, as now or here- 
after amended. 

“Sec. 4. That, following the selection of lands by She Territory and the approval 
of such selection by the Secretary of the Interior, but prior to the issuance of final 
patent, the Territory shall be authorized to lease and to make conditional sales 
of such selected lands.” 

Sec. 3. Section 7 of the Act as so renumbered is amended by deleting ‘nor in 
ease of the sale of the land, less than a minimum price of $5 per acre;”’. 
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Sec. 4. Section 8 of the'Act as so renumbered, is amended by deleting “secretary 
of state” and inserting in lieu thereof ‘Board of Administration’. 

Sec. 5. The proviso in section 8 of the Act as so renumbered, is repealed. 

Sec. 6. All references in Acts of the Congress to the Agricultural College and 


School of Mines in the Territory of Alaska shall be deemed to refer to the Uni- 
versity of Alaska. 


Enactment of H. R. 603, as amended, is unanimously recom- 
mended by the Committee on Interior and Insular Affairs. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of Rule XIIT of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Act oF JANUARY 21, 1929 (45 Star. 1091;-48 U.S. C., sec. 354a) 


In addition to the provision made by the Act of Congress approved March 4, 
1915 (Thirty-eighth Statutes at Large, page 1214), for the use and benefit of the 
Agricultural College and School of Mines, there is hereby granted to the Territory 
of Alaska, for the exclusive use and benefit of the Agricultural College and School 
of Mines, one hundred thousand acres of vacant [nonmineral] surveyed unre- 
served public lands in the Territory of Alaska, whether or not such land has mineral 
deposits therein, to be selected, under the direction and subject to the approval of 
the Secretary of the Interior, by the Territory, and subject to the following con- 
ditions and limitations: * * * 

Sec. 4. That no mortgage or other encumbrance of said lands shall be valid in 
favor of any person for any purpose or under any circumstances whatsoever. 
Said lands shall not be sold nor leased, in whole or in part, except to the highest 
bidder at public auction, notice of which public auction shall first have been duly 
given by advertisement, which shall set forth the nature, time, and place of the 
transaction to be had, with full description of the lands to be offered, published 
once each week for not less than ten successive weeks in a newspaper of general 
circulation published regularly [at the capital and in a newspaper of like circula- 
tion which shall then be regularly published] nearest to the location of the lands 
so offered; * * * 

Sec. 5. That all lands, leasehold, timber, and other products of the land before 
being offered shall be appraised at their true value, and no sale or other disposal 
thereof shall be made for a consideration less than the value so ascertained, [nor, 
in case of the sale of the land, less than a minimum price of $5 per acre;] nor upon 
credit unless accompanied by ample security, and the legal title shall not be 
deemed to have passed until the consideration shall have been paid. 

Sec. 6. That a fund shall be established in the Territorial treasury to carry out 
the purposes of this Act, and whenever any monev shall be in any manner derived 
from any of the land granted same shall be deposited in the Territorial treasury in 
the fund. The Territorial treasurer shall keep all such money invested in safe 
interest-bearing securities, which securities shall be approved by the governor and 
the [secretary of state] Board of Administration of the Territory, and shall at all 
times be under a good and sufficient bond or bonds conditioned for the faithful 
performance of his duties in regard thereto, as defined by this Act and the laws 
of the Territory not in conflict herewith. The income from said fund may and 
shall be used exclusivelv for the purposes of such Agricultural College and School 
of Mines [: Provided, That no portion of said income shall be applied, directly or 
indirectly, under any pretense whatever, to the purchase, erection, preservation, 
or repair of any building or buildings]. 

* ~ * * = a * 


Although not required by the Rules of the House, the committee 
also sets out below for information, changes in existing law made by 
the bill as reported (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 
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Act or January 21, 1929 (45 Srar. 1091; 48 U. S. C., sec. 3544) 


In addition to the provision made by the Act of Congress approved March 4, 
1915 (Thirty-eighth Statutes at Large, page 1214), for the use and benefit of the 
Agricultural College and School of Mines, there is hereby granted to the Territory 
of Alaska, for the exclusive use and benefit of the Agricultural College and School 
of Mines, one hundred thousand acres of vacant [nonmineral surveyed] unre- 
served public lands in the Territory of Alaska, whether or not such lands contain 
mineral deposits, to be selected, under the direction and subject to the approval 
of the Secretary of the Interior, by the Territory, and subject to the following 
conditions and limitations: * * * 

Sec. 3. That, upon the revocation of any order of withdrawal in Alaska, the 
order of revocation shall provide for a period of not less than ninety days before 
the date on which it otherwise becomes effective during which the Territory shall 
have a preferred right of selection, subject to the requirements of this Act, except 
as against prior existing valid rights or as against equitable claims subject to al- 
lowance and confirmation: Provided, That upon the subsequent disposition of any 
lands selected under this section, persons now or hereafter entitled to benefits 
under section 4 of the Act of September 27, 1944 (58 Stat. 748; 43 U. 8. C., 1952 
edition, sec. 282), as now or hereafter amended, shall be afforded a ninety-day 
period in which to acquire the lands upon the terms and conditions upon which 
the Territory has determined to dispose of the lands: Provided, further, That the 
foregoing proviso shall be terminated or repealed by the termination or repeal of 
section 4 of the Act of September 27, 1944, as now or hereafter amended. 

Sec. 4. That, following the selection of lands by the Territory and the approval 
of such selection by the Secretary of the Interior, but prior to the issuance of final 
patent, the Territory shall be authorized to lease and to make conditional sales 
of such selected lands. 

Sec. 3.] Sec. &. That it is hereby declared * * * 

Sec. 4.] Sec. 6. That no mortgage or other encumbrance * * * 

Sec. 5.] Sec. 7. That all lands, leasehold, timber, and other products of 
the land before being offered shall be appraised at their true value, and no sale 
or other disposal thereof shall be made for a consideration less than the value so 
ascertained, [nor, in case of the sale of the land, less than a minimum price of 
$5 per acre;} nor upon credit unless accompanied by ample security, and the 
eo oe shall not be deemed to have passed until the consideration shall have 

n paid. 

[Sec. 6.] Sec. 8. That a fund shall be established in the Territorial treasury 
to carry out the purposes of this Act, and whenever any money shall be in any 
manner derived from any of the land acre same shall be deposited in the 
Territorial treasury in the fund. The Territorial treasurer shall keep all such 
money invested in safe interest-bearing securities, which securities shall be 
erie by the governor and the [secretary of state] Board of Administration 
of the Territory, and shall at all times be under a good and sufficient bond or 
bonds conditioned for the faithful performance of his duties in regard thereto, 
as defined by this Act and the laws of the Territory not in conflict therewith. 
The income from said fund may and shall be used exclusively for the purposes 
of such Agr'cultural College and School of Mines [: Provided, That no portion 
of said income shall be applied, directly or indirectly, under any pretense what- 
ever, to the purchase, erection, preservation, or repair of any building or 
buildings]. 

(Sec. 7.] Sec. 9. That every sale, lease, conveyance, * * * 
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84TH CoNnaress ' HOUSE OF REPRESENTATIVES | 
No. 466 


Ist Session 








PROVIDING FOR THE ADJUSTMENT OF TOLLS TO BE CHARGED 
BY THE WAYLAND SPECIAL ROAD DISTRICT NO. 1 OF CLARK 
COUNTY, MO., IN THE MAINTENANCE AND OPERATION OF A 


TOLL BRIDGE ACROSS THE DES MOINES RIVER AT OR NEAR ST. 
FRANCISVILLE, MO. 





May 2, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Fatton, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 625] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 625) to provide for the adjustment of tolls to be charged by the 
Wayland Special Road District No. 1 of Clark County, Mo., in the 
maintenance and operation of a toll bridge across the Des Moines 
River at or near St. Francisville, Mo., having considered the same, 
be ge favorably thereon without amendment and recommend that the 
bill do pass. 

An identical bill, H. R. 8651, was reported by the Committee on 
Public Works and passed by the House of Representatives in the 83d 
Congress, 2d session, and was reported favorably by the Senate 
Committee on Public Works on August 18, 1954, too late to be acted 
upon by the Senate before adjournment. 


PURPOSE OF THE BILL 


The toll bridge across the Des Moines River, which is the subject 
of this bill, was authorized by an act of the 72d Congress, 1st session, 


approved February 14, 1933 (47 Stat. 802). The bridge was con- 
structed by the Wayland Special Road District No. 1 of Clark County, 
Mo., and was completed in 1936. 

The bonds issued to finance construction of the bridge, dated Decem- 
ber 1, 1935, are still outstanding and are held by the Reconstruction 

inance Corporation and are now in default. The liquidation of the 
Reconstruction Finance Corporation makes it necessary to refinance 
the issue. The purpose of the bill is to provide an additional period 
of not to exceed 30 years to facilitate the payment of outstanding 
obligations. 
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2 ADJUST TOLLS ON BRIDGE ACROSS DES MOINES RIVER 


H. R. 625 provides that if refunding bonds are issued to refund or 
redeem the outstanding revenue bonds, or if the maturity dates of 
said bonds are extended, the rates of toll shall be adjusted so as to 
provide a fund sufficient to pay the costs of such refunding bonds or 
of outstanding bonds within a period of not to exceed 30 years from the 
date of approval of the bill. There is a stipulation that after such 
bonds and the interest thereon shall have been paid, the bridge shall 
thereafter be maintained and operated free of tolls. 

Under the authorizing act of February 14, 1933, tolls for the use of 
the bridge may be continued after the amortization of the cost thereof 
to provide for operation and maintenance. Requiring the bridge to be 
free of tolls when paid for would be in line with the toll-free provisions 
of section 506 of the General Bridge Act of August 2, 1946, as amended. 

The Secretary of Commerce interposed no objection to the enact- 
ment of this legislation. His report, submitted June 28, 1954, on 
H. R. 8651 of the 84th Congress, is set forth below: 


Tue SecRETARY OF COMMERCE, 
Washington, June 28, 1954. 
Hon. Grorce A. DonpERO, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This letter is in reply to your request of April 9, 1954. 
for the views of this Department with respect to H. R. 8651, a bill to provide for 
the adjustment of tolls to be charged by the Wayland Special Road District No. 1 
of Clark County, Mo., in the maintenance and operation of a toll bridge across 
the Des Moines River at or near St. Francisville, Mo. 

The bill would provide that if refunding bonds are issued to refund or redeem 
outstanding revenue bonds, dated December 1, 1935, issued to finance the con- 
struction of the bridge authorized by the act approved February 14, 1933 (47 
Stat. 802), or if the maturity dates of said bonds are extended, the rates of toll 
shall be adjusted so as to provide a fund sufficient to pay the costs of such refund- 
ing bonds or of outstanding bonds within a period of not to exceed 30 years from 
the date of approval of the bill. The bill would also provide that after such bonds 
and the interest thereon shall have been paid, the bridge shall thereafter be main- 
tained and operated free of tolls. 

It is understood that the bonds issued in 1935 for the construction of this bridge 
are still outstanding and are now in default. The apparent purpose of the bill, 
therefore, is to provide an additional period of not to exceed 30 years to facilitate 
the payment of outstanding obligations. 

Under the authorizing act of February 14, 1933, tolls for the use of the bridge 
may be continued after the amortization of the cost thereof to provide for opera- 
tion and maintenance. The pending bill would change this by requiring the 
bridge to be free of tolls when paid for. This change would be in line with the 
a provisions of section 506 of the General Bridge Act of August 2, 1946, as 
amended. 

The Department offers no objection to the pending bill. 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this letter. 

if we can be of further assistance in this matter, please call on us. 

Sincerely yours, 
Sincuarrn Weeks, Secretary of Commerce. 
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RELATING TO A CONSTITUTIONAL CONVENTION. 
IN ALASKA 





May 2, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Encue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 5166} 


The Committee on Interior and Insular Affairs, to which was 
referred the bill (H. R. 5166) relating to a constitutional convention 
in Alaska, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


H. R. 5166 relates to the constitutional convention in Alaska. 

The Organic Act of the Territory of Alaska provides that members 
of the legislature may not hold or be appointed to any office which 
has been created during the term for which they were elected or for 
1 vear after the expiration of such terms. Thus, a member of the 
legislature could not be a candidate for election as a delegate to the 
constitutional convention and, if elected, could not serve. 

H. R. 5166, if enacted, would, notwithstanding the provisions of 
the organic act, permit a member of the legislature to be a candidate 
for election as a delegate to the constitutional convention, which is 
planned for November 1955. 

Since it is believed that members of the legislature elected as dele- 
gates to the constitutional convention would have the background 
and experience desirable for work of this nature, the passage of this 
bill is recommended. 

The favorable report of the Department of the Interior is as follows: 
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2 RELATING TO A CONSTITUTIONAL CONVENTION IN ALASKA 


DEPARTMENT OF THE INTERIOR, 
OrFice oF THE SECRETARY, 
Washington, D. C., April 19, 1956. 
Hon. Cuiatrr ENGL, 
Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Mr Dear Mr. Enaue: You have requested a report from this Department on 
H. R. 5166, a bill relating to a constitutional convention in Alaska. 

The Organic Act of the Territory of Alaska, approved August 24, 1912 (48 
U. 8. C., sec. 82), provides: 

“No member of the legislature shall hold or be appointed to any office which has 
been created, or the salary or emoluments of which have been increased, while he 
was a member, during the term for which he was elected and for 1 year after the 
expiration of such term.” 

H. R. 5166 would, if enacted, authorize any member of the legislature, notwith- 
standing the above provision of the organic act, to be a candidate for election as a 
delegate in the formation of a constitutional convention and, if elected, would 
authorize him to serve at such a convention. 

In the event a constitutional convention is formed and held, it is our view that 
members of the Territorial legislature should not be precluded from participating 
in such convention. Accordingly, we recommend enactment of this bill. 

Since I am informed that there is a particular urgency for the submission of the 
views of the Department, this report has not been cleared through the Bureau of 
the Budget and, therefcre, no commitment can be made concerning the relation- 
ship of the views expressed herein to the program of the President. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


Enactment of H. R. 5166 is unanimously recommended by the Com- 
mittee on Interior and Insular Affairs. 
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AUTHORIZING SECURITY OFFICERS OF THE DEPARTMENT OF 
STATE AND THE FOREIGN SERVICE TO CARRY FIREARMS TO 
PROTECT HEADS OF FOREIGN STATES AND OTHER OFFICIALS 





May 2, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Se.pen, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


{To accompany H. R. 5860} 


The Committee on Foreign Affairs, to whom was referred the bill 
(H. R. 5860) to authorize certain officers and employees of the Depart- 
ment of State and the Foreign Service to carry firearms, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

In line 4, strike out “special agents and other officers and em- 
ployees”’ and insert in lieu thereof “security officers’’. 

[n line 6, after “State’’ insert “and who have qualified for the use 
of firearms’’, 

In line 11, before “attending”, insert “‘of foreign governments and 
of the United States’. 

The bill, as amended by the committee, would authorize a small 
number of security officers of the Department of State and the Foreign 
Service to carry firearms for certain protective purposes provided they 
have qualified for the use of firearms and have been designated by the 
Secretary of State to carry firearms. The bill specifically limits the 
carrying of such firearms for the purpose of protecting the following 
categories of persons: 

1. Heads of foreign states visiting the United States; 

2. High officials of foreign governments and other distinguished 
visitors to this country; 

3. The Secretary of State and the Under Secretary of State; 

4. Official representatives of foreign governments attending 
international conferences or performing special missions in the 
United States; and 

5. Official representatives of the United States attending inter- 
national conferences or performing special missions. Where such 
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2 AUTHORIZE CERTAIN SECURITY OFFICERS TO CARRY FIREARMS 


attendance or missions are abroad, it is of course contemplated 
that no firearms will be carried unless permission is granted by the 
foreign country concerned. 

In its letter of April 7, 1955, addressed to the Speaker, requesting 
the enactment of such legislation, the Department of State described 
the need for this measure in these words: 


Under international law and practice, it is the duty of a host state to assure 
the safety of officials of foreign states traveling or sojourning in its territory. 
This principle is recognized in sections 112 and 1545 of title 18 of the United States 
Code, which are derived from section 4062 of the Revised Statutes, and the act 
of April 30, 1790 (1 Stat. 118), and which provide penalties for assaulting an 
ambassador or public minister im violation of the law of nations and for violating 
any safe conduct. As the Federal agency concerned with maintaining relgtions 
with foreign governments, the Department of State has long been responsible for 
arrangements relating to the visits of foreign dignitaries, including making arrange- 
ments for special police protection. However, it is not always possible or feasible 
to have police protection on a 24-hour basis. For example, when an official party 
is traveling from 1 state to another, 1 of the Department’s special agents is usually 
the only security officer in the group. To assure even minimum protection, such 
agents should carry firearms. Also, because of the fact that the Secretary of State 
by the very nature of his position is the object of intense international attention, 
certain employees of the Department of State for many vears have been assigned 
the function of being responsible for his protection. The Under Secretary is 
included in the draft bill by reason of the fact that he acts as Secretary of State 
we the Secretary of State is absent from the continental limits of the United 

tates. 

It is the practice of the major powers of the world to provide protection in the 
person of armed agents for the principal delegates to international conferences 
where the attention of the world is focused upon the delegates and the work they 
perform there. In addition, it is necessary to guarantee the safety from compro- 
mise of the vast amount of highly classified material needed at an international 
conference. 

Other departments and agencies having protective responsibilities similar to 
those of the Department’s security activities have authority to carry firearms. 
Such powers have been given by the Congress to members of the Federal Bureau 
of Investigation (sec. 3052 of title 18 of the U S. Code) as well as to marshals and 
deputies (sec. 3053), members of the Secret Service (sec. 3056) and of the Central 
Intelligence Agency (sec. 403 (j) of title 50 of the U. S. Code). 

It is important that appropriate legislation be adopted which would grant 
legal authority for duly authorized personnel of the Department of State to bear 
arms while engaged in official duties of a protective nature. 


In considering H. R. 5860 it was the view of the committee that the 
authorization contained in the bill should be limited to the small 
number of security officers in the Department of State and the Foreign 
Service who have responsibility by virtue of their positions in the 
Office of Security, in addition to their other functions, to implement 
the protective duty of a host state under international law and prac- 
tice. It was the further view of the committee that such officials 
shall have qualified for the use of firearms before being assigned to 
the protective duty covered by the bill. The amendments reflect 
these views. 

H. R. 5860 should enable the Department of State to furnish the 
same type of protection to distinguished visitors and other officials in 
the United States as the United States itself expects its representatives 
to receive abroad. 
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84TH CoNGREss ' HOUSE OF REPRESENTATIVES | Report 
1st Session No. 470 





CONSIDERATION OF H. R. 5297 





May 3, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Sarru of Virginia, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 227] 


The Committee on Rules, having had under consideration House 
Resolution 227, report the same to the House with the recommendation 


that the resolution do pass. 
O 
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CREATING A FEDERAL COMMISSION TO FORMULATE PLANS FOR 
THE CONSTRUCTION IN THE DISTRICT OF COLUMBIA OF A CIVIC 
AUDITORIUM, INCLUDING AN INAUGURAL HALL OF PRESIDENTS 
AND A MUSIC, FINE ARTS, AND MASS COMMUNICATIONS CENTER 





May 3, 1955.—Committed to the Committee of the Whole House on the state of 
the Union and ordered to be printed 





Mr. MeMiutuan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


{To accompany H. R. 1825] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 1825) creating a Federal Commission to formulate plans 
for the construction in the District of Columbia of a civic auditorium, 
including an Inaugural Hall of Presidents and a music, fine arts, and 
mass communications center, having considered the same, report 
favorably thereon with amendments and recommend that the bill 
(H. R. 1825), as amended, do pass. 

The amendments are as follows: 

On page 2, line 1, strike out the word “thirteen” and insert in lieu 
thereof the word “twenty-one”. 

On page 2, line 3, strike out the word “Three” and insert in lieu 
thereof the word “Seven”. 

On page 2, lines 5 through 7, strike out and insert in lieu thereof the 
following: 

Seven persons appointed by the chairman of the Senate District Committee; and 


On page 2, lines 8 through 10, strike out and insert in lieu thereof 
the following: 


Seven persons appointed by the chairman of the House District Committee. 


On page 2, strike out subparagraph (4), lines 11 through 14. 

On page 2, lines 24 and 25, strike out “at the earliest practicable 
date” and insert “by February 1, 1956’. 

On page 3, line 23 through line 9 on page 9, strike section 3. 

On page 9, line 10, renumber ‘Sec. 4” as “Sec. 3”, 


55006 








2 
§ 
af 
: 
¥ 




















: 
: 
g 
3 
: 
S 
; 
: 
: 





2 CREATE A FEDERAL COMMISSION TO FORMULATE PLANS FOR D. ¢, 


The purpose of this bill is to establish the District of Columbia 
Auditorium Commission for the purpose of formulating plans for the 
construction in the District of Columbia of a civic auditorium, in- 
cluding an Inaugural Hall of Presidents and a music, fine arts, ‘and 
mass communications center. 

The Commission would be composed of 21 members as follows: 
7 persons appointed by the President of the United States, 7 persons 
appointed by the chairman of the Senate Committee on the District 
of Columbia, and 7 persons appointed by the chairman of the House 
Committee on the District of Columbia. 

The bill authorizes an appropriation of $25,000 to carry out the 
provisions of this act. 

The Auditorium Commission would be vested with the following 
f unctions: 

(1) to consider a suitable site for the civic auditorium referred 
to in subsection (a); 

(2) procure such plans and designs and make such surveys and 
estimates of the cost thereof as it deems advisable; 

(3) endeavor particularly to formulate a method of financing 
the project on a self-liquidating basis; and 

(4) make a report to the President and to the Congress, to- 
gether with its recommendations by February 1, 1956. 

(5) The Commission is authorized to accept in its discretion 
from any source, public or private, money and property to be used 
in carrying out its functions under this act. 

(6) The Commission is authorized to avail itself of the assist- 
ance and advice of the Commission of Fine Arts, the National 
Capital Planning Commission, the National Capital Regiona! 
Planning Council, the Board of Commissioners of the District of 
Columbia, the District of Columbia Recreation Board, and the 
District of Columbia Redevelopment Land Agency, which shall 
upon request render such assistance and advice. 

Extensive hearings were held before a special subcommittee created 
for the purpose of considering this and other similar bills pending 
before the House District Committee. Many Government officials 
and public-spirited citizens testified at the hearings and there was no 
opposition to the principles involved in the bill. 

The Commissioners of the District of Columbia appeared before the 
subcommittee and testified in favor of this legislation provided that the 
District of Columbia would not be required to bear the cost of con- 
structing any building pursuant to this act or to bear the cost of main- 
taining and operating such building. 
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ise ADJUSTING THE SALARIES OF JUDGES OF THE MUNICIPAL 
COURT OF APPEALS FOR THE DISTRICT OF COLUMBIA AND 
the THE SALARIES OF THE JUDGES OF THE MUNICIPAL COURT FOR 
THE DISTRICT OF COLUMBIA 
ing 
red i ; 
May 8, 1955.—Committed to the Committee of the Whole House on the State of 
and the Union and ordered to be printed 
‘ing 
to- Mr. McMurray, from the Committee on the District of Columbia, 
submitted the following 
tion 
used REPORT 
om [To accompany H. R. 2986] 
ont 
onal a ‘ ; iat : 
et of lhe Committee on the District of Columbia, to whom was referred 
| the the bill (HT. R. 2986) to adjust the salaries of judges of the Municipal 
shall Court of Appeals for the District of Columbia and the salaries of the 
judges of the Municipal Court for the District of Columbia, having 
sated considered the same, report favorably thereon with amendments and 
ding recommend that the bill H. R. 2986, as amended, do pass. 
icials The amendments are as follows: 
as ho 
AMENDMENTS TO THE BILL H. R. 2986 
re the ; : - : =a 
- me On page 1, line 9, strike out “22,000” and insert in lieu thereof 
“19,500” 
“on- ; ; ; ; oe : emai 
Jere On page 1, line 10, strike out “21,500” and insert in lieu thereof 


“19 000". 


On page 2, line 6, strike out “21,000” and insert in lieu thereof 
“18.500”. 


On page 2, line 8, strike out “20,500” and insert in lieu thereof 
“18.000”. 

On page 2, after line 8, add a new section as follows: 

Sec. 3. Section 2 of title IX of the District of Columbia Revenue Act of 1937, 


as amended by the Acts of May 16, 1938 and June 10, 1952, is amended as follows: 


By striking out in the second paragraph thereof “13,000” and substituting 
therefor “18,000”. 


Amend the title of the bill by striking out the period and adding 
the following: 


and the salary of the judge of the Tax Court for the District of Columbia. 
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2 ADJUST SALARIES OF JUDGES FOR THE DISTRICT OF COLUMBIA 


The purpose of this legislation is to increase the salaries of the 
judges of the municipal court of appeals for the District of Columbia, 
the salaries of the judges of the Municipal Court for the District of 
Columbia, and the salary of the judge of the Tax Court for the District 
of Columbia. 

Under existing law the salary of the chief judge of the municipal 
court of appeals | for the District of Columbia is $14,500 and the asso- 
ciate judges of the same court receive $14,000. Under the proposed 
bill the salary of the chief judge of the municipal court of appeals would 
be increased to $19,500, and that of the associate judges of this court 
to $19,000. 

The salary of the chief judge of the municipal court for the District 
of Columbia, under existing Jaw, is $13,500, and under this proposed 
legislation the salary would be increased to $18,500. The salaries 
of the associate judges of the municipal court for the District of 
Columbia are $13,000. Under this legislation they would be increased 
to $18,000. 

At the present time the judge of the Tax Court for the District of 
Columbia is paid at the rate of $13,000 a year. Under the proposed 
bill he would receive a salary of $18,000. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIIT of the Rules of the 
House of Representatives, changes in existing law made by the ss 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


District oF CotumBi1a Cope 11-771 (56 Star. 194, 63 Svat. 483, 63 Strat. S87 


There is hereby established and created an intermediate appellate court for 
the District of Columbia to be known as “The Municipal Court of Appeals for 
the District of Columbia’, for the hearing of appeals from judgments and order 
of The Municipal Court for the District of Columbia as established by subchapter 
I, and of the Juvenile Court of the District of Columbia, as hereinafter provided. 

The court shall adopt and have a seal, and shall be a court of record. 

The said court shall consist of three judges appointed by the President with 
the advice and consent of the Senate, two of whom shall constitute a quorum, 
and one of whom shall be designated by the President as chief judge. 

No person other than a bona fide resident of the area consisting of the District 
of Columbia; Montgomery and Prince Georges Counties, Maryland; Arlington 
and Fairfax Counties, Virginia; and the city of Alexandria, Virginia, and m ain- 
taining an actual place of abode in such area for at least five years immediat: 
prior to his appointment, or who shall have been a judge of one of the courts ( 
the District of Columbia, shall be appointed a judge of the Municipal Court of 
Appeals for the District ‘of Columbia. Further, all appointees shall have been 
actively engaged in the practice of the law in the District of Columbia for a 
period of at least five years immediately prior to their appointment. Service 
during the present emergency in the Armed Forces of the United States shall be 
included in the computation of the five-year requirements herein specified. 

The chief judge shall be appointed for a term of ten years and the associate 
judges shall be appointed initially for terms of eight and six years each. 

Subsequent appointments and reappointments to this court shall be for 4 
term of ten years each. All judges shall continue in office until their successors 
shall be appointed and qualified. Each judge shall be subject to removal only 
in the manner and for the same causes as are now or hereafter provided for the 
removal of Federal judges. The salary of the chief judge shall be [$14,500] 
$22,000 per annum and that of each associate judge shall be [$14,000] $27,500 
per annum. Each judge, when appointed, shall take the oath prescribed for 
judges of courts of the United States. In the event of the absence, disability, of 
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disqualification of any judge of The Municipal Court of Appeals for the District 
of Columbia, or in the event of a vacancy in the office of any such judge, the chief 
judge of said court may designate and assign any judge of The Municipal Court 
for the District of Columbia to act temporarily as a judge of said court. Like- 
wise the chief judge, whenever he finds it in the public interest to do so, may 
designate and assign any judge of said Municipal Court of Appeals to act tem- 
porarily as a judge of The Municipal Court for the District of Columbia. In the 
event of the absence, disability, or disqualification of the chief judge of said court, 
his powers shall be exercised by that judge of said court next in seniority according 
to the date of commission. 5 

The said court shall appoint and remove a clerk who shall exercise the same 
powers and perform the same duties in regard to all matters within the jurisdic- 
tion of the court as are exercised and performed by the clerk of the United States 
Court of Appeals for the District of Columbia, so far as the same may be appli- 
cable, and his compensation shall be fixed by the court in accordance with the 
Classification Act of 1923, as amended. The clerk of the court, subject to the 
approval of the chief judge, shall have authority to appoint and remove such 
deputy clerks and such other employees as he may deem necessary, and to have 
their compensation fixed by the chief judge in accordance with the Classification 
Act of 1923, as amended, and shall have supervision and direction over them, 
except clerks serving the respective judges, who shall be appointed and removed 
from office by the respective judges, their compensation to be fixed by the respec- 
tive judges in accordance with the Classification Act of 1923, as amended. 


District or CotumBiA Cope 11-753 (56 Strat. 191, 63 Star. 482, 63 Star. 887) 


Subsequent appointments and reappointments to this court shall be for a term 
of ten yearseach. All judges shall continue in office until their successors shall be 
appointed and qualified. Each judge shall be subject to removal only in the 
manner and for the same causes as are now or hereafter provided for the removal 
of Federal judges. The salary of the chief judge shall be [$13,500] $21,000 
per annum and the salary of each associate judge shall be [$13,000] $20,500 per 
annum, Each judge, when appointed shali take the oath prescribed for judges 
of courts of the United States. No person other than a bona fide resident of 
the area consisting of the District of Columbia; Montgomery and Prince Georges 
Counties, Maryland; Arlington and Fairfax Counties, Virginia; and the city of 
Alexandria, Virginia, and maintaining an actual place of abode in such area for 
at least five years immediately prior to his appointment, or who shall have been 
a judge of one of the courts of the District of Columbia, shall be appointed a judge 
of The Municipal Court for the District of Columbia: Provided, however, That 
not more than two nonresident persons may be appointed and serve as judges of 
the said municipal court at any one time. Further, all appointees shall have 
been members of the bar of the District of Columbia for a period of at least five 
years, and shall have been actively engaged in the private practice of law in the 
District of Columbia for a period of at least five consecutive years immediately 
prior to-their appointment, or shall have been employed as an attorney in the 
Distriet of Columbia in the Government of the United States or in the govern- 
ment of the District of Columbia for a period of at least five consecutive years 
immediately prior to their appointment. Service during the present emergency 
in the armed forces of the United States shall be included in the computation of 
the five-year requirements herein specified. 
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AUTHORIZING RETROCESSION OF JURISDICTION OVER 
HIGHWAYS AT FORT DEVENS, MAss. 





May 3, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





\{r. Duruam, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 3825] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3825) to make retrocession to the Commonwealth of Massachu- 
setts of jurisdiction over certain land in the vicinity of Fort Devens, 
Mass., having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


To retrocede to the Commonwealth of Massachusetts concurrent 
jurisdiction over three parcels of land utilized for highways within 
Fort Devens Military Reservation, Mass. 


EASEMENTS GRANTED BY FEDERAL GOVERNMENT 


The bill describes three parcels of land, designated as “A’’, “B”’, and 

Parcels A and B are included in a right-of-way easement across 
the northwestern edge of the Fort Devens Military Reservation. 
these two parcels constitute a portion of the Shirlev-Mitchelville 
Highway, an easement for the construction of which was granted by 
the Secretary of War to the Commonwealth of Massachusetts some 
vears ago. Parcel C is a strip of land within the interior portion of 
the Fort Devens Military Reservation which is used by the Common- 
wealth of Massachusetts, under a right-of-way easement granted by 
the Secretary of the Army in connection with the construction of a 
superhighway across Fort Devens known as new Route No. 2. 
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STATUS OF JURISDICTION 


Exclusive jurisdiction over the original area of Fort Devens Military 
Reservation was ceded to the United States by the Commonwealth of 
Massachusetts by an act of the Massachusetts Legislature approved 
May 26, 1921. Parcels A and B, referred to above, lie within this 
area. Subsequently, by an act of the Massachusetts Legislature 
dated June 23, 1933, exclusive jurisdiction was ceded to the Federal 
Government over other areas of Fort Devens, including parcel C. 
Congress, by an act approved May 23, 1950, provided for the retro- 
cession to the Commonwealth of Massachusetts of concurrent juris- 
diction over portions of the Shirley-Mitchelville Highway within 
Fort Devens. On August 18, 1950, Massachusetts accepted such 
retrocession. Parcels A and B, however, were not included in this act. 


CIVIL USE OF HIGHWAYS 


Both the Shirley-Mitchelville Highway and the new Route No. 2 
are used principally for travel by the general public. It is both 
inconvenient and undesirable that the jurisdictional status of these 
highways be such that the Commonwealth of Massachusetts is unable 
to enforce State law upon the rights-of-way in the same manner as 
State law is enforced on other portions of the State highway system. 
Simplification of law enforcement by State authorities, coupled with 
other considerations relating to the responsibilities placed upon the 
Federal Government in this respect, make it, in the opinion of the 
committee, desirable that such jurisdiction be placed in the State 
as will allow it to enforce its laws, while at the same time retaining for 
the Federal Government such jurisdiction as it requires for the proper 
military control of the areas. 


NO EFFECT ON TITLE 


This bill would not in any way effect the title held by the United 
States in the three parcels of land. The bill, further, does not change 
in any respect the control by the United States over the privileges 
exercised by the Commonwealth of Massachusetts under the ease- 
ments authorizing the use of these Federal properties for highway 
purposes. 

FISCAL DATA 


Enactment of this measure into law will not involve the expenditure 
of any Federal funds. 
DEPARTMENTAL DATA 


The Department of the Army, in behalf of the Department of 
Defense, has indicated that it has no objection to this bill, and it has 
the approval of the Bureau of the Budget, both of which are indicated 
by the letter dated April 20, 1955, from Acting Secretary of the Army 
Charles Finucane, which is set out below and made a part of this 
report. 
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RETROCESSION OF JURISDICTION OVER HIGHWAYS AT FORT DEVENS 3 


Aprit 20, 1955. 
Hon. Cart VINSON, 


Chairman, Committee on Armed Services, 
House of Representatives. 


Dear Mr. CuarrMan: Reference is made to your request for the views of the 
Department of the Army with respect to H. R. 3825, 84th Congress, a bill to make 
retrocession to the Commonwealth of Massachusetts of jurisdiction over certain 
land in the vicinity of Fort Devens, Mass. The Secretary of Defense has dele- 
gated to the Department of the Army the responsibility for expressing the views 6f 
the Department of Defense thereon. 

The Department of the Army on behalf of the Department of Defense inter- 
poses no objection to the enactment of this measure. However, enactment of 
either H. R. 418 or H. R. 2113, 84th Congress, would obviate the necessity for 
consideration of this measure and others of a similar nature. 

The purpose of this measure is to provide for the retrocession of concurrent 
jurisdiction over certain parcels of land within the Fort Devens Military Reserva- 
tion, Mass., to the Commonwealth of Massachusetts. Parcels A and B described 
in the bill are included in a right-of-way easement across the northwestern edge of 
the Fort Devens Military Reservation for the Shirley-Mitchelville Highway 
granted by the Secretary of War to the Commonwealth of Massachusetts. Parcel 
C is a strip of land across the interior portion of Fort Devens which the Common- 
wealth of Massachusetts is using under a right-of-way easement granted by the 
Secretary of the Army in connection with the recent construction of a superhigh- 
wav across Fort Devens known as new Route No. 2. 

By an act approved May 26, 1921 (ch. 456, p. 546, Massachusetts Acts of 1921) 
exclusive jurisdiction over the original area comprising the Fort Devens Military 

teservation, Which included parcels A and B described in this bill, was ceded by 
the Commonwealth of Massachusetts to the United States. Exclusive jurisdiction 
over other areas of Fort Devens, including parcel C, was ceded to the United 
States by the act approved June 23, 1933 (ch. 290, p. 447, Massachusetts Acts 
of 1933). By the act of Congress approved May 23, 1950 (64 Stat. 187), provision 
was made for the retrocession of concurrent jurisdiction over portions of the 
Shirley-Mitchelville Highway within Fort Devens to the Commonwealth of 
Massachusetts. ‘he Commonwealth of Massachusetts accepted the retrocession 
f jurisdiction on August 18, 1950. However, parcels A and B were not included in 

Ms act 

The Shirley-Mitchelville Highway and the new Route No. 2 are used principally 
for travel by the general public. This measure, which is identical in purpose to 
the act of Congress approved May 23, 1950, cited above, is designed to enable the 
Commonwealth of Massachusetts to enforce State law upon the rights-of-way 
involved in the same manner as such law is enforced on other portions of the State 
highway system, thereby simplifying the problem of adequate law enforcement. 
This measure does not affect in any manner the title held by the United States in 
the three parcels of land. Nor does it change in any respect the control by the 
United States over the privileges exercised by the Commonwealth in accordance 
with the terms of the easements which authorize the use of the Federal property 
for roadway purposes. 

Knactment of this measure will not involve the expenditure of any Department 
of Defense funds 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Cuartes C. Finucane, 
Acting Secretary of the Army. 
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CONVEYANCE OF CERTAIN REAL PROPERTY TO CITY 
OF RICHMOND, CALIF, 





May 3, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. R. 4359] 























The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 4359) to amend the act of September 30, 1950 
(64 Stat. 1096), to provide for the conveyance of certain real property 
to the city of Richmond, Calif., having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

The purpose of the bill is to change certain conditions in a prior 
conveyance of a road with water and gas mains to the city of Rich- 
mond, Calif. The utilities, which serve a Maritime Administration 
shipyard, were conveyed by the United States to the city by authority 
of Public Law 872 of the 8ist Congress (64 Stat. 1096). By the terms 

of that conveyance, the city was required to maintain the roadway 
_ and to provide an adequate supply of water and gas to the shipyard 
| with a provision for reversion to the United States if it failed to do so. 
The city desires to transfer the mains to the utilities serving the area 
but the latter are not prepared to accept while the threat of a reverter 
exists. 

Accordingly this bill proposes the amendment of the terms of con- 
vevyance to permit the grant of a perpetual easement for the mains 
_ and places a requirement for the maintenance of the road upon the 
_ city. The utilities, under the terms of the applicable statutes of the 
| State of California, will be required to furnish service to the shipyard. 

As indicated by the reports of the departments below, it appears ; 
that the interest of the United States is adequately protected at the 

same time that the city of Richmond is benefited. 

The reports of the Department of Commerce, General Services 

Administration, and Department of the Navy are as follows: 
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Generat Services ADMINISTRATION, 
April 22, 1956. 
Re H. R. 4359 
Hon. Hersert C. Bonner, 
Chairman, Merchant Marine and Fisheries, 
Washington, D. C. 

Dear ConGREssMAN Bonner: Further reference is made to your letter of 
March 2 requesting the views of this agency regarding H. R. 4359 for the amend- 
ment of the act of September 30, 1950 (64 Stat. 1096). 

The bill would modify the provisions of the act of September 30, 1950, relating 
the supply of water and gas * the city of Richmond, Calif., through water and 
gas mains located on land which was authorized by said act to be conveyed to 
said city, subject to the requirement that the city maintain the land as an access 
highway to Maritime-Richmond Yard No. 3, and perpetually provide and permit 
an adequate supply of water and gas to the yard through such gas and water mains 

By the proposed amendment, the city might transfer the gas and water mains 
or permit the use thereof to others, and grant a perpetual easement over the high- 
way so as to permit the replacement, maintenance, operation, removal, and repair 
of the mains, subject to the condition that the city provide service through the 
mains or any replacement or relocation thereof to Maritime-Richmond Yard 
No. 3 as is required of water and gas utilities under the laws of the State of Cali- 
fornia so long as Maritime-Richmond Yard No. 3 is held by the United States. 

The bill would also require the city of Richmond at all time to maintain the 
highway to provide perpetual access to Maritime-Richmond Yard No. 3. 

Since the proposed amendment would be advantageous to the city of Richmond 
and it appears that the interests of the United States are properly safeguarded, 
this agency would have no objection to the enactment of the bill. 

The Bureau of the Budget has advised that it would interpose no objection to 
the submission of this letter. 

Cordially yours, 
Au. E. Snyper, Assistant Administrator. 


DEPARTMENT OF THE Navy, 
OFrFIce OF THE JUDGE ApvocaTE GENERAL, 
Washington, D. C., April 26, 1955. 
Hon. Herrert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, 
Washington, D. C. 

My Dear Mr. CuarrMan: Your request for comment on H. R. 4359, a bill 
to amend the act of September 30, 1950 (64 Stat. 1096), to provide for the con- 
veyance of certain real property to the city of Richmond, Calif., has been assigned 
to this Department by the Secretary of Defense for the preparation of a report 
thereon expressing the views of the Department of Defense. 

This measure would repeal sections 3, 4, and 5 of the act of September 30, 1950 
(64 Stat. 1096), providing for the conveyance of certain real property to the city 
of Richmond, Calif. and substitute therefor other provisions regarding such 
property. 

The property described in this bill was formerly under the jurisdiction and 
contro! of the Department of Commerce, and the Department of Defense has no 
interest therein. Accordingly, the Department of the Navy, on behalf of the 
Department of Defense, makes no recommendation concerning H. R. 4359. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on H. R. 4359 to the 
Congress 

Sincerely yours, 
Tra H. Nunn, 
Rear Admiral, USN, 
Judge Advocate General of the Navy 
(For the Secretary of the Navy.) 
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CONVEY CERTAIN REAL PROPERTY TO RICHMOND, CALIF. 


Tue SECRETARY OF COMMERCE, 
Washington, April 18, 1956. 
Hon. Hersert C. Bonner, 


Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


Dear Mr. Cuarrman: This letter is in reply to your request of March 2, 1955, 
with respect to H. R. 4359, a bill to amend the act of September 30, 1950 (64 
Stat. 1096), to provide for the conveyance of certain real property to the city of 
Richmond, Calif. 

The legislation would modify the requirements under Public Law 872 relating 
to the supply of water and gas through water and gas mains located in the bed of 
the land conveyed. Under existing law the city of Richmond is required to main- 
tain the property as an access highway to Maritime-Richmond Yard No. 3, and 
to perpetually provide and permit an adequate supply of water and gas to said 
yard via those gas and water mains. Under the proposed measure, the city of 
Richmond may transfer the gas and water mains or permit the use thereof to 
others and grant a perpetual easement over the highway in respect to such mains, 
subject to the condition that service through the mains will be provided the said 
yard No. 3 while owned by the United States, as is required of water and gas 
utilities under the laws of the State of California. Under the proposed measure, 
the city of Richmond would also be required to maintain the highway as an access 
to the yard No. 3, and to bind itself and its successors to provide and permit the 
service of water and gas as required under the laws of the State of California so 
long as the yard is held by the United States. 

It appears that the proposed measure would be advantageous to the city of 
Richmond and its citizens and that the interests of the United States in the 
maintenance of Richmond Yard No. 3 are properly safeguarded. 

The Bureau of the Budget has advised that it would interpose no objection to 
the submission of this letter. 

Sincerely yours, 
Sinciar WEEKs, 
Secretary of Commerce. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 


law in which no change is proposed is shown in roman): 


[Sec. 3. The conveyance authorized herein shall include all right and title of 
the Secretary of Commerce in and to that certain personality now installed within 
the bed of the said Central Drive, to wit: Approximately three thousand seven 
hundred feet of twelve-inch steel pipe, being a water main; and approximately 
five thousand and ninety feet of six-inch steel pipe, being a gas main. 

{Sec. 4. In consideration of the conveyance authorized in section 1 hereof, the 
city of Richmond at all times will maintain the said public highway to provide 
and permit perpetual access to the said Maritime-Richmond \ard Numbered 3 
via said highway for all purposes, and will perpetually provide and permit a con- 
tinuous and uninterrupted adequate supply of water and gas to the said Maritime- 
Richmond Yard Numbered 3 in such quantities and in such volumes as shall from 
time to time be required in the maintenance, operation, and use of said yard by 
the Secretary of Commerce, his lessees, successors, and assigns, via said pipes and 
pipelines underlying said highway as the same now are and are now located or as 
the same may hereafter be replaced or hereafter located. 

E[Src. 5. In the event that the city of Richmond transfers or conveys or 
otherwise disposes of the right, title, and interest in and to the aforesaid personalty 
or permits the use thereof to others, whether by lease, permit, or otherwise, the 
city of Richmond shall bind itself, its suecessors and assigns, its lessees and 
permittees to perpetually provide, in the event of such conveyance, or to provide 
throughout the full term of such lease or permit, or other use by others, a con- 
tinuous and uninterrupted adequate supply of water and gas to the said Maritime- 
Richmond Yard Numbered 3 in such quantities and in such volumes as shall 
from time to time be required in the maintenance, operation, and use of said 
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yard by the Secretary of Commerce, his lessees, successors, and assigns, via said 
pipes and pipelines underlying said highway as the same now are and are now 
located or as the same may hereafter be replaced or hereafter located. J 

Sec. 8. The conveyance authorized herein shall include all right and title of the 
Secretary of Commerce in and to that certain personalty now installed within the bed 
of the said Central Drive, to wit: Approximately three thousand seven hundred feet of 
twelve-inch steel pipe, being a water main; and approximately five thousand and ninety 
feet of six-inch steel pipe, being a gas main. The city of Richmond may transfer or 
convey or otherwise dispose of the right, title, and interest in and to the aforesaid per- 
sonaliy, or permit the use thereof to others, whether by deed, lease, permit or otherwise, 
and grant as well a perpetual easement, any other provision of this Act to the contrary 
notwithstanding, over the lands the conveyance of which is authorized in section 1 
hereof, so as to permit the replacement, maintenance, operation, renewal, and repair 
of said personalty: Provided, That as long as the property presently occupied by the 
said Maritime. Richmond Yard Numbered 3 is held by the United States, the city of 
Richmond shall bind itself, its successors and assigns, its lessees and permittees to 
provide service through said water main and gas main or through any replacement or 
relocation thereof to said Maritime-Richmond Yard Numbered 8 as is required of 
water and gas utilities under the laws of the State of California, 

Sec. 4. In consideration of the conreyance authorized in section 1 hereof, and in 
addition to the conditions set forth in section 2 hereof, the city of Richmond will at all 
times maintain the said public highway to provide and permit perpetual access to the 
said Maritime-Richmond Yard Numbered 8 via said highway for all purposes, and 
will bind itself and its successors, assigns, lessees, or permittees, as the case may be, to 
any of the said pipes and pipelines, to provide and permit such service of water and 
gas as is required of water and gas utilities under the laws of the State of California 
through said pipes and pipelines or through any replacement or relocation thereof to 
said yard, as long as the property presently occupied by said yard is held by the United 


States. 
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INCREASING THE EFFICIENCY OF THE COAST AND 
GEODETIC SURVEY 





May 3, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. R. 5398] 





The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 5398) to increase the efficiency of the Coast 
and Geodetic Survey, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

The purpose of the bill, to increase the efficiency of the Coast and 
Geodetic Survey, is sought to be accomplished by the elimination of 
obsolete provisions of law, providing statutory authority for some 
existing practices and conforming procedures to those of the armed 
services, 

Detailed analysis of the particular provisions of the bill are con- 
tained in the attachment to the executive communication from the 
Secretary of Commerce, which is as follows: 

THE SECRETARY OF COMMERCE, 
Washington 25, March 22, 1955, 
The Honorable Sam Rayspurn, 
The Speaker, House of Representatives, 
Washington 25, D. C. 

My Dear Mr. Speaker: The Department recommends to the Congress for its 
onsideration the attached draft of a proposed bill to increase the efficiency of the 
Coest and Geodetie Survey, and for other purposes. ; 

There is also attached a statement of purpose and need in support thereof 

We have been advised by the Bureau of the Budget that there would be no 
objection to submission to the Congress of this proposed draft legislation. 

Sincerely yours, ' 
Sinctain Weeks, Secretary of Commerce. 
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SraTEMENT OF PuRPOsE AND NEED IN Support OF THE PROPOSED LEGISLATION 
To INCREASE THE EFFICIENCY OF THE Coast AND GEopETIC SURVEY, AND 
FoR OTHER PURPOSES 


The proposed legislation has two distinct purposes: First, to amend existing 
law to reflect current needs and practices and, second, to repeal several laws which 
are no longer valid or useful. The various proposals are set forth in detail in the 
following analysis by section. 


ANALYSIS BY SECTION 


Section 1 corrects a provision in present legislation (33 U. 8. C. 862) by which 
commissioned officers and field employees are prohibited from making allotments 
from their pay while stationed in the District of Columbia. This prohibition 
causes inconvenience and occasions unnecessary clerical work in the case of officers 
and field personnel temporarily assigned to Washington, particularly as regards 
allotments for payment of national service life insurance premiums. 

Section 2 (a): The titles “aid,” “junior hydrographic and geodetic engineer,” 
and “hydrographic and geodetic engineer” are no longer used. Under section 2 of 
the act of June 3, 1948 (62 Stat. 297; 33 U.S. C. 853a), officers are commissioned 
in the Coast and Geodetic Survey in grades from ensign to captain and in relative 
rank with officers of the Navy. The requirement for proof of mental and physical 
fitness for appointment or promotion is retained. The proposed amendment con- 
tains no substantive change and conforms with present promotion policies. 

Section 2 (b) clears up an ambiguity occasioned by earlier legislation to the 
effect that officers transferred to the War or Navy Departments shall rank ‘‘with 
and after’ officers of their equivalent grades in those services. The Judge 
Advocate General of the Army has found it necessary to construe this wording 
literally. As a result, an officer of the Coast and Geodcetie Survey serving in the 
Armed Forces alw ays remains at the bottom of his grade reg: irdless of the cate of 
his commission, and officers of the Army and Navy promoted to his grade sub- 
sequent to him immediately supersede him in precedence. The amendment will 
permit recognition of the qualifications and experience of an officer of the Coast and 
Geodetie Survey servirg with the military forces, where assignments are predi- 
cated on seniority in grade and lineal list number. The War Department has 
suggested that remedial legislation be obtained. The titles of “hydrographic and 
geodetic engineer,” _Junior hydrographic and geodetic engineer,’’ and ‘‘aid,”’ 
used in the act of May 22, 1917, have been displaced by titles of rank relative with 
officers of the Navy in “subse quent legislation, The pay stipulated in the act of 
May 22, 1917, has been changed by legislation affecting all commissioned services. 

Section 3 (a) authorizes the crediting to commissioned officers of service as 
deck officer and junior engineer for purposes of promotion. Present law author- 
izes the crediting of all such service for purposes of pay, allowances, retirement, 
and retirement pay, but only service in excess of 1 year as deck officer and junior 
engineer is creditable for promotion purposes. The practice of requiring a pro- 
bationary period of 6 months as deck officer has been abandoned and newly 
appointed officers are commissioned as ensigns immediately. Deck officer or 
junior engineer service is the equivalent of service as ensign in all respects. Officers 
in both grades receive the same assignments and perform the same type of duty. 

Section 3 (b): Under present law the Assistant Director is appointed without 
specification as to term of office. The proposed amendment would authorize a 
4-year term of office and permit reappointment for further periods of 4 years 
each. This is in line with the law governing the appointment of the Director 
of the Bureau. Provision is also made for automatic termination of the Assistant 
Director’s appointment at an earlier date in the event that a new Director is 
appointed. 

The second proviso of the section is further amended by deleting the clause 
“and the authorized number of ensigns shall be decreased accordingly.”” The 
maximum number of commissioned officers on the active list is fixed in the annual 
appropriation act. As presently written this section could be interpreted to force 
the discharge of an ensign when and if the Director or Assistant Director reverted 
to a permanent grade, although this is not the intent of the law. Since the maxi- 
mum number of active-duty officers is fixed in other law, there appears to be no 
need for this restriction. 

Section 4 (a) adds to the law a provision for promotion of ensigns after 2 years 
of service when vacancies exist in the next higher grade. This service has no 
provision for temporary promotions, as other commissioned services have, except 
in time of war when temporary promotions may be made to fill vacancies caused 
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by transfer of officers to the military services. The competition for well-qualified 

graduate engineers is very keen. The necessity for some additional incentive to 

induce our ensigns to remain in the service is apparent. The law prohibits the 

— of ensigns until 3 years of creditable service have been completed. 
his prohibition is a severe deterrent to recruitment of junior officers, 

Section 4 (b): The law contains no specific provision for original appointments 
as ensign in the Coast and Geodetic Survey. The proposed aendment inserts 
the words “Appointment in and” before the word “promotions” at the beginning 
of the section. As amended, the law will conform with present practices. 

Section 5 (1): This statute was enacted on June 17, 1844. At that time 
officers of the Navy were assigned to duty on hydrographic surveys and officers 
of the Army were employed on topographic surveys. Such assignments were 
made at the request of the Secretary of the Treasury. No Army officers have 
been assigned to such duty since 1861 and no Navy officer has been so assigned 
since 1898. While repeal of this act would cancel the authority of the Secretary 
of Commerce to request assignment of Army and Navy officers to survey duty, 
the act of July 10, 1832 (4 Stat. 571; 33 U.S. C. 884), gives the President the 
power to employ “all persons in the land and naval service of the United States’ 
in the execution of the statutes relating to the Coast and Geodetic Survey. 

Section 5 (2): This act is a corollary to section 4687, Revised Statutes, and 
provides for payment of subsistence to officers of the Army or Navy when assigned 
to duty with the Coast and Geodetic Survey. Other law (the Career Compensa- 
tion Act of 1949) provides an adequate legal basis for payment of such 
allowances. 

Section 5 (3): The annual report of the Coast and Geodetic Survey has not 
been printed in quarto form since 1912. The report to Congress submitted 
annually by the Secretary of Commerce contains a full statement of all expendi- 
tures made under the direction of the Director of the Coast and Geodetic Survey 
(33 U. S. C. 888) and a brief summary of the work done by the bureau during 
the year covered by the report. Reference is made to the Comptroller General’s 
decision No. B109771 dated October 17, 1952. 

Section 5 (4): With the granting of independence to the Philippine Islands all 
responsibility for surveys in the islands was assumed by the new Republic. 
Coast and Geodetic Survey officers are no longer assigned to duty in the Philip- 
pines; therefore, the law is no longer of use 

Section 5 (5): Section 5 of the act of August 6, 1947 (61 Stat. 788; 33 U. S. C. 
883e), contains sufficient authority for the Director to enter into cooperative 
agreements of this nature with any State. The surveys required under the act 
of March 9, 1909, have been completed. 


ESTIMATE OF COSTS 


fection 4 (a): Pay and allowances for commissioned officers would be mcreased 
$549.12 for each ensign promoted to lieutenant (junior grade) at the end of 
2 years. 

All other sections of the bill are for the purpose of improving administrative 
procedures only, and no additional costs are involved. Some small savings will 
be realized through elimination of complications in accounting work on allotments 
of pay. 








A BILL To increase the efficiency of the Coast and Geodetic Survey, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act of March 4, 1907 (ch. 2918, sec. 1 
34 Stat. 1322), as amended (33 U. S. C. 862), is further amended to read as follows: 
“Commissioned officers, ships officers, members of crews of vessels, and field 
employees of the United States Coast and Geodetic Survey are authorized to 
make assignments or allotments of their pay under such regulations as the Secre- 
tary of Commerce may prescribe.” 

Sec. 2. Amendments of the Act of May 22, 1917 (40 Stat. 88). 

(a) The last proviso of the first paragraph of section 16, Act of May 22, 1917 
(40 Stat. 88; 33 U. S. C. 854), is amended to read as follows: 

“No person shall be appointed ensign and no commissioned officer shall be 
promoted to a higher permanent grade on the active list until he has passed a 
satisfactory mental and physical examination in accordance with regulations 
prescribed by the Secretary of Commerce.” : 

(b) Section 16 of the Act of May 22, 1917 (40 Stat. 88; 33 U. S. C. 856), is 
hereby amended by deleting therefrom the third paragraph and substituting 
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4 INCREASE EFFICIENCY OF COAST AND GEODETIC SURVEY 


therefor the following: ‘‘When serving with the Army, Navy, or Air Force, com- 
missioned officers of the Coast and Geodetic Survey shall rank with and after 
officers of corresponding grade in the Army, Navy, or Air Force of the same 
leneth of service in grade.” 

Sec. 3. Amendments of the Act of January 19, 1942 (56 Stat. 6). 

(a) The second proviso of section 2b of the Act of January 19, 1942 (56 Stat. 7; 
33 U.S. C. 8544 (b)), as amended, is further amended by inserting a period after 
the word “engineer” and deleting the words “in excess of one year’ which appear 
at the end of the proviso. 

(b) Section So the Act of January 19, 1942 (56 Stat. 8), as amended (33 U.S, C. 
852b), is further smended fo read as follows: 

“The Assistant Director of the Coast and Geodetic Survey shall be appointed 
by the President, by and with the advice and consent of the Senate, from the 
active list of commissioned officers of the Coast and Geodetie Survey not below 
the rank of commander, for a term of four years, and may be reappointed for 
further periods of four vears each: Provided, That the appointment of the Assistant 
Director shall terminete six months after the appointment of a new Director. 
His appointrrent shall create a vacaney and, while holding said office, he shall 
have the rank, pay, and allowances of a rear admiral (lower half). 

‘‘Anv oflicer who may be retired while serving as Director or Assistant Director, 
or who has or shall have served four years as Director or Assistant Director and is 
retired after completion of such service while serving in a lower rank or grade, 
shall be retired with the rank, pay, and allowances authorized by law for the 
highest grace or rank held by him as Director or Assistant Director: Provided, 
That any officer, upon expiration of his appointment as Director or Assistant 
Director, shall, unless reappointed, revert to the grade and number that he would 
have occupied had he not served as Director or Assistant Director and such officer 
shall be an extra number in his grade.”’ 

Sec. 4. Amendments of the Coast and Geodetic Survey Commissioned Officers 
Act of 1948 (62 Stat. 297). 

(a) Section 6 (a) of the Coast and Geodetic Survey Commissioned Officers Act 
of June 3, 1948 (62 Stat. 298; 33 U.S. C. 853e), is amended by changing the period 
to a colon at the end thereof and adding the following: 

“Provided, That whenever there are vacancies in the grade of lieutenant (junior 
grade), officers in the permanent grace of ensign may be promoted to and ap- 
pointed in the grade of lieutenant (junior grade) upon completion of two years’ 
service.” 

(b) Seetion 10 (a) of the Coast and Geodetic Survey Commissioned Officers Act 
of June 3, 1948 (62 Stat. 299; 33 U. S. C. 853i (a)) is amended to read: 

“Appointments in and promotions to all permanent grades shall be made by 
the President, by and with the advice and consent of the Senate.” 

Sec. 5. The following statutes are hereby repealed: 

(1) Section 4687 of the Revised Statutes (33 U. S. C. 886). 

(2) Section 4688 of the Revised Statutes (33 U. 8. C. 887). 

(3) Paragraph 7 of section 73 of the Act of January 12, 1895, as amended (28 
Stat. 613; 44 U. 8. C. 247). 

(4) The lest paragraph of section 1 of the Act of March 4, 1909 (35 Stut. 974; 
33 U.S. C. 863). 

(5) The Act of March 9, 1909 (35 Stat. 1064; 33 U. S. C. 889 and 890). 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


[33 United States Code. Src. 862. Scientific and other employees of the 
United States Coast and Geodetic Survey, while employed outside of the District 
of Columbia, are authorized to make assignments of their pay, under such regula- 
tions as the Seeretary of Commerce may prescribe.] 

Commissioned officers, ships officers, members of crews of vessels, and field employees 
of the United States Coast and Geodetic Survey are authorized to make assignments 
or allotments of their pay under such regulations as the Secretary of Commerce may 
prescribe, 
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(33 United States Code. Src. 854a-1 (3) * * * Provided, That the number 
of deck officers and junior engineers holding such temporary appointments shall 
not exceed the number of officers transferred to the Department of the Army 
and Navy Department under provisions of sections 854, 855, and 856-858 of this 
title.J 

No person shall be appointed ensign and no commissioned cficer shall be promoted 
to a higher permanent grade on the active list until he has passed a satisfactory mental 
and physical examination in accordance with regulations prescribed by the Secretary 
of Commerce. 

[40 Stat. 88. Src. 16. (Third paragraph.) When serving with the Army or 
Navy the relative rank shall be as follows: 

(Hydrographic and geodetic engineers receiving $4.000 or more shall rank with 
and after colonels in the Army and captains in the Navy. 

CHyvdrographie and geodetic engineers receiving $3.000 or more but less than 
$4,000 shall rank with and after lieutenant colonels in the Army and commanders 
in the Navv. 

FHvdrographic and geodetic engineers receiving $2.500 or more but less than 
$3,000 shall rank with and after majors in the Army and lieutenant commanders 
in the Navy. 

FHydrographice and geodetic engineers receiving $2,000 or more but less than 
$2.500 shell rank with and after captains in the Army and lieutenants in the Navy 

[Junior hydrographic and geodetic engineers shall rank with and after first 
lieutenants in the Army and Lieutenants (junior grade) in the Navy. 

(Aids shall rank with and after second lieutenants in the Army and ensigns in 
the Navy.J 

When serving with the Army, Navy, or Air Force, commissioned officers of the Coas! 
and Geodetic Survey shall rank with and after officers of corresponding grade in the 
Army, Navy, or Air Force of the same length of service in grade 

56 Stat. 7. Sec. 2. (b) * * * Provided further, That for purposes of pay, 
longevity pay, allowances, promotion, or retirement, which are now or mav 
hereafter be authorized for officers appointed after June 30, 1922, there shall be 
counted in addition to active commissioned service, service as deck officer and 
junior engineer [in exeess of one yvear.J 

33 United States Code. [Src. 852b The President is authorized to appoint, by 
and with the advice and consent of the Senate, an officer on the active list of the 
Coast and Geodetie Survey not below the rank of commander to serve as Assistant 
Director; his appointment shall create a vacancy and while holding said office he 
shall have the rank, pay, and allowances of rear admiral (lower half): Provided 
That any officer who may be retired while serving as Director or Assistant Diree- 
tor, or who has or shall have served four years as Director or Assistant Director, 
and is retired after completion of such service while serving in the lower rank or 
grade, shall be retired with the rank, pay, and allowances authorized by law for the 
highest grade or rank held by him as Director or Assistant Director: Provided 
further, That any officer, upon expiration of his appointment as Direetor or 
Assistant Director, shall, unless reappointed, revert to the grade and number that 
he would have occupied had he not served as Director or Assistant Director. 
Such officer shall be an extra number in his grade and the authorized number of 
ensigns shall be decreased accordingly.J 

The Assistant Director of the Coast and Geodetic Survey shail be appointed by the 
President, by and with the advice and consent ay the Senate, from the active list of com- 
missioned officers of the Coast and Geodetic Survey not helow the rank of commander, 
for a term of four years, and may be reappointed for further periods of four years each: 
Provided, That the appointment of the Assistant Director shail terminate six months 
after the appointment of « new Director His appointment shall create a vacancy 
and, while holding said office, he shall have the rank, pay, and allowances of a rear 
admirac (lower half). 

Any officer who may be retired while serving as Director or Assistant Director, or 
who has or shall have served four years as Director or Ass’stant Director and is retired 
after completion of such service while serving in a lower rank or grade, shall be retired 
with the rank, pay, and allowances authorized by law for the highest grade or rank 
held by him as Director or Assistant Director: Provided, That any officer, upon 
expiration of his appointment as Director or Assistant Director, shall, unless reap- 
pointed, revert to the grade and number that he would have occupied had he not served 
as Director or Assistant Director and such officer shall be an erlra number in his 
grade. 

62 Stat. 298. Sec. 6. (a) Officers in the permanent grade of ensign shall be 
promoted to and appointed in the grade of lieutenant (junior grade) on completion 
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of three years of service, and the authorized number of officers in the grade of 
lieutenant (junior grade) shell from time to time be temporarily increased as 
necessary to authorize such appointmentsf.J: Provided, That whenever there are 
vacancies in the grade of lieutenant (junior grade), officers in the permanent grade of 
ensign may be promoted to and appointed in the grade of lieutenant (junior grade) 
upon completion of two years’ service 

[62 Stat. 299. Sec. 10. (a) Promotions to all permanent grades shall be made 
by the President, by and with the advice and consent of the Senate.] 

Appointments in and promotions to all permanent grades shall be made by the 
President, by and with the advice and consent of the Senate. 

[33 United States Code 886. Officers of the Army and Navy shall, as far as 
practicable, be employed in the work of surveying the coast of the United States 
whenever and in the manner required by the department having charge thereof. 

[33 United States Code 887. The Secretary of the Treasury may make suc 
allowances to the officers and men of the Army and Navy, while employed on 
coast survey service, for subsistence, in addition to their compensation, as he 
may deem necessary, not exceeding the sum authorized by the Treasury regulation 
of the llth day of May 1844: Provided, That there shall be no allowance for 
subsistence to officers of the Navy attached to the Coast and Geodetic Survey, 
except that when officers are detached to do work away from their vessels under 
circumstances involving them in extra expenditures, the Director may allow to 
any such officer subsistence at a rate not exceeding $1 per day for the period 
actually covered by such duty away from such Dare 

(44 United States Code 247. Of the report of the Director of the Coast and 
Geodetic Survey, there shall be printed, in addition to the usual number, two 
thousand eight hundred copies in quarto form, bound in one volume, two hundred 
for the Senate, six hundred for the House, and two thousand for distribution by 
the Coast and Geodetic Survey.] 

£35 Stat. 974. Sec. 1. * * * The Secretary of Commerce and Labor, at his 
discretion, may hereafter grant to officers of the field force of the Coast and 
Geodetic Survey on duty in the Philippine Islands, at one time the whole or any 
portion of the annual leave accrued and unused during a period of three vears.J 

[Public Law 342, 60th Congress. The Secretary of Commerce and Labor be, 
and he is hereby, authorized and directed, upon the request of the governor of 
the State of North Carolina, to designate such officers, experts, and employees of 
the Bureau of the Coast and Geodetic Survey and of the Bureau of Fisheries 
as may be necessary to cooperate with the North Carolina State fish commissioner 
in making a survey of and marking in a prominent manner all those areas of the 
waters of the sounds and their tributaries of the State in which the use of any or 
all fishing appliances are prohibited by law; and the Secretary of Commerce and 
Labor is hereby authorized and directed to furnish to the officers, experts, and 
employees of said bureaus so detailed as aforesaid such instruments, appliances, 
and steam launches as may be necessary to make the survey aforesaid; and the 
Secretary of Commerce and Labor is hereby authorized to have made in the 
Bureau of the Coast and Geodetic Survey all the plats necessary to show the 
results of the aforesaid survey, and to furnish to the fish commissioner of the State 
of North Carolina such copies as may be necessary for his use, and for this purpose 
to employ in the District of Columbia and elsewhere such technically qualified 
persons as may be necessary to carry out the purposes of this Act. 

(Sec. 2. That the Secretary of Commerce and Labor is hereby further au- 
thorized to have erected or constructed by the officers so detailed as aforesaid, 
while making said survey, such ‘structures as may be necessary to mark in a 
prominent and satisfactory manner the points of triangulation so that the same 
may be used for such future work of the Coast and Geodetic Survey as the said 
Bureau may be hereafter required to perform in prosecuting the Government 
coast survey of the navigable waters of the United States located within the 
State of North Carolina.J 
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REGULATION OF FIREWORKS IN THE CANAL ZONE 





May 3, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


(To accompany H. R. 4650) 






The Committee on Merchant Marine and Fisheries to whom was 
referred the bill (H. R. 4650) to amend the Canal Zone code by the 
_ addition of provisions authorizing regulation of the sale and use of 
’ fireworks in the Canal Zone, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass, 
The purpose of this bill is to authorize the Governor of the Canal 
Zone to regulate the use and sale of fireworks in the Canal Zone. 
The bill is similar to the provisions of the District of Columbia Code 
| whereby regulatory authority is delegated to the District Com- 
missioners. 

At the present time, the Governor, by reason of his position as 
President of the Panama Canal Company, can effectively prevent 
the sale of fireworks in the commissaries within the zone, but there 
is no control in the case of purchases made in the Republic of Panama 
with possible resale and use in the zone. This bill merely extends 
to the Canal Zone the same kind of authority for the promulgation 
of safety regulations in this field as is becoming increasingly wide- 
spread in the United States. 

This bill was the subject of an executive communication from the ) 
Office of the Governor of the Canal Zone, which follows: 


CanaL Zone GOVERNMENT, Batsoa HeErauts, C. Z., 
OFFICE OF THE GOVERNOR, 
Washington, D. C., January 5, 1956. 
The honorable the SPEAKER OF THE House or REPRESENTATIVES. 


My Dear Mr. Speaker: At the request of the Governor of the Canal Zone, 
there is forwarded a draft of bill to amend the Canal Zone code by the addition 


of provisions authorizing regulation of the sale and use of fireworks in the Canal 
Zone. 




























_ The hazards to public safety arising from the indiscriminate use of explosive 
fireworks, such as firecrackers and torpedoes, have long been recognized in the 
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2 REGULATION OF FIREWORKS IN THE CANAL ZONE 


United States, and a majority of the States have enacted fireworks laws pro- 
hibiting or regulating the sale or use of fireworks. The need for similar authority 
in the Canal Zone has become increasingly evident in recent vears. 

The proposed legislation, which would vest authority in the Governor of the 
Canal Zone to regulate the use and sale of fireworks, is patterned after a provision 
of the District of Columbia Code (title 1, sec. 224) granting similar authority 
to the Commissioners of the District. Under the circumstances applicable to 
the Canal Zone, a statute of this type is considered preferable to one setting forth 
detailed substantive provisions. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of the proposed legislation and this letter to the Congress. 

Sincerely yours, 
W. M. Wuirman, 
Assistant to the Governor. 
Enclosure. 


A BILL To amend the Canal Zone Code by the addition of provisions authorizing regulation ot the sa 
and use of fireworks in the Canal Zone 


Be at enacted by the Senate and House of Representatives of the United States o 
America in Congress assembled, That title 2 of the Canal Zone Code, approved 
June 19, 19384 (48 Stat. 1122), is amended by adding a new chapter nambered 26, 
embracing sections 521 and 522, and reading as follows: 


“CHAPTER 26—REGULATION OF SALE AND Use or FIREWORKS 
“Sec 
“591. Regulations authorized 
#522. Punis'ument for violations. 

“Sec. 521. Reaurations aurnorizep.—The Governor of the Canal Zone is 
authorized to prescribe, and from time to time alter and amend, regulations 
prohibiting, limiting, or otherwise reguiating the sale and use of any fireworks 
within the Canal Zone, or any portions thereof, as he may deem necessary to 
publie safety. 

“Sec. 522. PUNISHMENT FOR VIOLATIONS.—Anvy person who shall violate an 
regulation prescribed under authority of the next preceding section shall | 
punishable by a fine of not more than $100 or by 30 davs’ imprisonment in jail, 
or by both.” 


The Department of Justice made no recommendations on the bill. 
Its report is as follows: 
DEPARTMENT OF JUSTICE, 
OFFICE OF THE Derury ArroRNEY GENERAL, 
Washington, D. C., April 25, 1955. 
Hon. Hersertr C. Bonner, 
Chairman, Merchant Marine and Fisheries. 
Washington, D. C. 

Dear Mr. CuarrMan: This is in response to vour request for the views of the 
Department of Justice on the bill (H. R. 4650) to amend the Canal Zone Code 
by the addition of provisions authorizing regulation of the sale and use of fire- 
works in the Canal Zone 

The bill would amend title 2 of the Canal Zone Code by adding a new chapter, 
No. 26, embracing sections 521 and 522, which would authorize the Governor of 
the Canal Zone to prescribe and from time to time alter and amend, regulations 
prohibiting, limiting, or otherwise regulating the sale and use of any fireworks 
within the Canal Zone or any portions thereof, as he may deem necessary to 
public safety. Violations of the prescribed regulations would be punishable by 
a fine cf not more than $100 or by 30 days’ imprisonment in jail, or by both. 

Whether the bill should be enacted involves a question of poliey upon which 
the Department of Justice prefers to make no recommendations. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
Witiram P. Roaers, 
Deputy Attorney General. 


There are no changes in existing law. 
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CONSIDERATION OF H. R. 2126 





May 4, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Bourne, from the Committee on Rules, submitted the following 


REPORT 


(To accompany H. Res. 231] 


The Committee on Rules, having had under consideration House 
Resolution 231, report the same to the House with the recommendation 
that the resolution do pass. 
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SUPPLEMENTING THE FEDERAL RECLAMATION LAWS BY PRO- 
VIDING FOR FEDERAL COOPERATION IN NON-FEDERAL PROJ- 
ECTS AND FOR PARTICIPATION BY NON-FEDERAL AGENCIES 
IN FEDERAL PROJECTS 





May 4, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enotes, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany H. R. 5881] 











The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 5881) to supplement the Federal reclamation 
laws by providing for Federal cooperation in non-Kederal projects 
and for participation by non-Federal agencies in Federal projects, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 

















This bill by Representative Engle would permit States and local 
public agencies to take a more active part in developing land and water 
resources for irrigation and incidental purposes through Federal loans 
and grants, and would encourage the development of small projects. 
Similar bills by Representatives A. L. Miller and Clifton Young were 
also considered by the committee in acting on this legislation. The 
legislation would be applicable to all 48 States and the Territories of 
Hawaii and Alaska. 

States and local public agencies could plan, construct, and operate 
small projects primarily for irrigation and receive under this legisla- 
tion substantially the same benefits which would be received if the 
gy were being constructed as Federal reclamation projects. 

q he Secretary of the Interior would be authorized to make loans 

4 covering that portion of the cost of projects which would be reimburs- 

able if they were being constructed as Federal projects and grants 

covering that portion of the cost of projects which would be non- 
reimbursable if they were being constructed as Federal projects. 
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2 SUPPLEMENTING THE FEDERAL RECLAMATION LAWS 


Federal financial participation in any project in the form of a loan, 
a grant, or a combination of both could not exceed $5 million, 


LEGISLATIVE HISTORY 


Legislation similar to H. R. 5881 was introduced in the 83d Congress 
and extensive hearings were held thereon. The legislation was favored 
by the Department ‘of the Interior and the administration and had 
wide support in the Congress. It was supported by interested indi- 
viduals and organizations throughout the country and the Interior 
and Insular Affairs Committee received no testimony in opposition 
to it. The bill reported by the Interior and Insular Affairs Committee 
in the 83d Congress and passed by the House was H. R. 5301 by 
Representative Miller. This bill failed to pass the Senate in the 
closing days of the 83d Congress. 

The bills introduced in the 84th Congress, though not identical, 
are similar in their purpose and are similar to H, R. 5301, as passed 
by the House in the 83d Congress. Hearings on these bills and con- 
sideration by the committee resulted in H. R. 104, by Representative 
Engle, being approved with several amendments. ‘The author intro- 
duced a clean bill which incorporated all committee amendments, 
and the committee, in ordering the legislation reported, substituted 
this new bill for H. R. 104, as amended. 


NEED FOR THE LEGISLATION 


There has long existed a need for legislation establishing a simplitied 
planning, review, and authorization procedure for small reclamation 
projects. Also, it has long been recognized that more active par- 
ticipation by local interests in the development of their land and 
water resources would be desirable. This legislation would meet the 
need for small projects legislation and would also encour age more 
active participation by local water users’ organizations. 

The President, in his fiscal year 1956 budget message, stated: 

To the greatest extent possible, the responsibility for resource development and 

its cost should be borne by those who receive the benefits. In many instances 
private interests or State and local governments can best carry on the needed 
programs, 
It is the conclusion of the Interior and Insular Affairs Committee 
that the construction and operation of small irrigation and reclamation 
projects is a phase of the reciamation program which, in many in- 
stances, can be assumed by local agencies to the benefit of both those 
agencies and the Federal Government. 

“The program which this legislation would authorize fills a gap 
between the normal Federal reclamation project and the small local 
developments under the Water Facilities Act administered by the 
Department of Agriculture. The small projects which would be 
developed under this legislation, for the most part, do not have the 
weight to pull their way through the long procedure required for 
specific authorization by the Congress, nor do they have the ability 
to go ahead on their own, Conseq: ontly, in most instances, there 
just is no development. The simplified review and authorization 
procedure set out in this legislation should result in reduction in over- 
head and administrative costs. These small projects are, for the most 
part, simple in design and construction and it appears that local 
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SUPPLEMENTING THE FEDERAL RECLAMATION LAWS 3 


organizations, by making use of local specialized knowledge, could 
design and construct them more economically than could the Federal 
Government. 

The administration favors this legislation, as indicated by the 
report of the Department of the Interior included herein. This 
legislation has the enthusiastic support of irrigation districts and other 
water users’ organizations throughout the country and of many State 
and National organizations interested in water resource development. 
Testimony was given to the commiitee to the effect that there are in 
the planning stage a great number of small projects throughout the 
Nation which could be developed under this legislation. 


ANALYSIS OF THE BILL 


Section 1 of the bill states its purpose and scope. In extending tliis 
legislation to cover all 48 States, it is the committee’s understanding 
that it will not be necessary for the Department of the Interior to 
establish additional offices throughout the 31 nonreclamation States 
to administer this program. The committee understands and recom- 
mends that the only expansion in organization, if any is required, 
would be a small increase in personnel in the Washington office for 
review of the proposals submitted. 

Seetion 2 of the bill defines several terms used therein. The term 
“organization” has been broadly defined as any organization which 
has capacity to contract with the United States under the Federal 
reclamation laws. This would, of course, include States or any 
department or agency of a State, conservancy districts, irrigation 
districts, water users’ associations, and Carey Act companies. 

With respect to the term ‘“‘project,” it is the committee’s intention 
that the projects be for the principal purpose of irrigation with other 
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purposes, such as flood control, municipal water, and power included 
on an incidental basis. With respect to the size of the projects, the 
committee considered that $5 million was an appropriate maximum 
cost for a project if it was to be considered a “small project.” The 
committee agreed, however, to permit projects costing between $5 
million and $10 million to apply for the benefits under the legislation, 
providing that the Federal financial participation in the cost of such 
projects should not be increased by reason of the higher cost. In 
other words, the applicant organizations would have to finance all 
costs in excess of the amount of a loan and/or grant which would be 
made if the project construction cost were $5 nillion. In establishing, 
under this provision applying to projects costing hetween $5 million 
and $10 million, the amounts of anv loan or grant, it is Ure ecommittee’s 
intention that the costs allocated to all project purposes shall be 
scaled down in the same proportion. In addition to agreeing to extend 
the beneiits to projects between $5 million and $10 million without 
increasing the Federal financial participation, the committee agreed 
that projects primarily for irrigation costing not more than $10 million 
might qualify under the legislation for a grant not in excess of $5 
million if there was no application for a loan covering the reimbursable 
portion of the project. Federal financial participation in any project 
in the form of a loan, a grant, or a combination of both could not 
exceed $5 million. 

Section 3 specifies that any organization desiring to obtain benehts 
provided in the legislation shall submit its proposal to the Secretary 
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4 SUPPLEMENTING THE FEDERAL RECLAMATION LAWS 


of the Interior in the form and manner prescribed in the subsequent 
sections of the bill. 

Section 4 (a) requires that any proposal by an organization include 
plans and estimates in detail comparable to those included in preau- 
thorization reports required for a Federal reclamation project. In 
the committee’s view, the detail included should be the minimum 
necessary to demonstrate the engineering and economic feasibility. 
An allocation of the capital costs to the various purposes meeting the 
principles adopted for Federal developments must also be included 
in the proposal. It is also provided in this section that each proposa! 
must have been submitted for review to all affected States except that 
if the proposal involves only rehabilitation and betterment of an 
existing irrigation project, the review may be limited to the State in 
which the project is located. In requiring this review in a manner 
provided in the 1944 Flood Control Act, it is the committee’s intention 
that the Secretary of the Interior have the views and comments 
of all the affected States as a basis for his decision with respect to 
approval of a project, and not the committee’s intention that any one 
of the affected States be given veto power over a project not in that 
State. In this connection, section 4 (c) clearly provides that the 
findings of the Secretary and the Governor of the State in which the 
project is located are the factors upon which the approval or dis- 
approval of a proposal is to be based. 

Section 4 (b) requires that the organization show in its proposal 
that it already holds or can acquire the lands and the rights to the use 
of water necessary for construction and operation of the project. 
This section also requires that the organization finance, otherwise 
than by loan and grant, the cost of these lands and water rights and 
such other costs as the Secretary determines to be proper. 

Section 4 (c) authorizes the Secretary of the Interior to proceed 
with negotiations for loans and/or grants, without further congres- 
sional action, for those projects which he and the Governor of the 
State in which the project is iooated find to be feasible. The Secretary 
would, however, be required to submit the project proposals which 
he approves to the Committees of the Senate and House on Interior 
and Insular Affairs and not execute contracts covering these pro- 
posals until 60 days after such submission. 

Section 4 (d) provides that all project works and facilities, except 
those portions operated to accomplish nonreimbursable purposes, 
shall remain under the jurisdiction and control of the local contracting 
organization, subject to the terms of the repayment contract. 

Section 5 provides that any contract between the Secretary and 
an applicant organization set out (1) the maximum amount of any 
loan involved in the proposal, which loan could not exceed that part 
of the cost that would be allocated to reimbursable functions if the 
project were being constructed as a Federal project; (2) the maximum 
amount of any grant involved in the proposal, which grant could 
not exceed that portion of the project cost which would be allocated 
to nonreimbursable functions if the project were being constructed 
as a Federal reclamation project; (3) a plan of repayment providing 
that the organization repay the sums loaned to it in not more than 
50 years with interest only on the pro rata share of the loan attribu- 
table to furnishing irrigation benefits to excess lands and on any 
portion of the project cost allocated to domestic, industrial, or mu- 
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SUPPLEMENTING THE FEDERAL RECLAMATION LAWS 5 


nicipal water supply or to commercial power; (4) a provision, if a 
grant is involved, requiring that the project be operated in accordance 
with regulations prescribed by the Federal department or agency pri- 
marily concerned with the function for which the grant was made; 
and (5) such other provisions as the Secretary deems necessary or 
proper to assure prompt repayment of the loan. It is expected that 
the contract require that the reimbursable interest-bearing invest- 
ment, by function, be fully repaid by the beneficiaries of each function. 

Section 6 provides that proposals covering projects already author- 
ized for construction under the Federal reclamation laws shall be 
made in like manner as set out in preceding sections for non-Federa] 
projects, except that the Secretary may waive any requirements that 
are unnecessary as a result of action already taken by the United 
States. ; 

Section 7 provides that any engineering, economic, or hydrologic 
data which the Federal Government may have relating to any project 
proposal by an organization may be furnished the organization upon 
request and the cost connected with the furnishing of such data will, 
where appropriate, be included in the loan or otherwise paid for by 
the organization. 

Section 8 provides that the planning and construction of projects 
undertaken pursuant to this legislation shall be subject to all pro- 
cedural requirements and other provisions of the act of August 14, 
1946, which relates to the preservation and propagation of fish and 
wildlife. 

Section 9 gives the Secretary authority to perform any and all acts 
and to make such rules and regulations as may be necessary or proper 
to carry out the provisions of this legislation. 

Section 10 authorizes $100 million to be appropriated to carry out 
provisions of the act. In limiting the amount authorized to be appro- 
priated to undertake this program, the committee believes that pro- 
gress under the program should be reviewed before expenditures are 
made beyond this amount. 

Section 11 provides that the legislation be a supplement to the 
Federal reclamation laws. 


REPORT OF THE DEPARTMENT 


- 


The report of the Department of the Interior on this legislation 
follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 8, 1955. 
Hon. Cratr ENGLE, 
Chairman, Commitiee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. EnGte: You have asked for a report from this Department on 
H. R. 104 and H. R. 384, both of which are bills to supplement the Federal recla- 
mation laws by providing for Federal cooperation in non-Federal projects and for 
participation by non-Federal agencies in Federal projects. 

The general position of this Department with respect to these two bills is the 
same as that which it took with respect to H. R. 5301, 83d Congress, in its report 
of April 16, 1954, to your committee. In that letter we said that we were in 
accord with what we understood to be the principal purpose of H. R. 5301, viz, 
that of encouraging participation by State and local agencies in the development 
of reclamation projects through Federal loans and grants to such agencies. We 
also said that the field of action which would be opened to this Department by the 
enactment of legislation carrying out such a purpose would be a wide one and 
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6 SUPPLEMENTING THE FEDERAL RECLAMATION LAWS 


would be a desirable complement to that which is now open to it under the Federal! 
reclamation laws. In addition, your committee will be interested to note that the 
President’s budget for the fiscal year ending June 30, 1956, forecasts (p. 830) the 
later transmission, upon enactment of suitable basic legislation, of a request for an 
appropriation of $10 million for this Department “to provide for Federal cooper- 
ation with States, local governments, or private persons in their water-resource 
developments.”’ 

The two bills which are now before your committee vary somewhat from each 
other and from the draft of measure which we recommended for consideration 
last vear. The principal differences are these: 

(1) Both bills are limited to the 17 Western States; our recommendation was 
for a program that, subject to congressional consideration as individual proposals 
same along, would be nationwide. 

(2) H. R. 104 proposes that its benefits shall extend to “‘any reclamation or 
irrigation undertaking or * * * self-contained unit of such an undertaking or 
* * * rehabilitation and betterment program for an existing irrigation project”’ 
the cost of which does not exceed $5 million. The benefits of H. R. 384, on the 
other hand, would extend to “any undertaking or feature or unit of undertaking, 
having an estimated cost of not to exceei $5 million, * * * the sole or principal 
purpose of which is to store, divert, carry, or deliver water fc~ irrigation or for 
domestic, industrial, or municipal use or to furnish pumping energy therefor o: 
to drain lands under or susceptible of irrigation.’’ Our proposa: of last year 
included no dollar limitation but otherwise followed the language of AH. R. 384 
just quoted. 

(3) H. R. 384 lacks provisions, such as those which are found in section & of 
H. R. 104 and of our draft substitute for H. R. 5301, to implement its declared 
purpose of encouraging State and local participation in the development of 
projects under the Federal reclamation laws as well as the development of similar 
non-Federal projects. In other words, the details of H. R. 384 treat only with 
the latter class of undertakinzs. 

(4) H. R. 104 and H. R. 384 both require submission of proposals for review 
only by the State or States in which the project is to be located. Our draft of 
substitute bill contemplated submission for review by all of the States of the 
river basin in which the project would be located in accordance with the pro- 
visions of the Flood Control Act of 1914. 

(5) Both H. R. 104 and H. R. 384 propose a limitation of 25 percent of the 
reimbursable costs of the project as the amount which may be required to be 
contributed by an applicant organization. This limitation will, in some cases, 
override the bills’ other requirement that the organization bear “all costs of 
acquiring lands, interests in land, and rights to the use of water’’ required for 
the success of the project The bills also provide that, in the case of a rehabili- 
tation and betterment uncertaking, the contracting organization may pledge its 
existing facilities as a substitute for the whole or a part of the contribution other- 
wise require! of it. Our reeommendation with resnect to H. R. 5301 placed no 
limit on the proportion of the cost which the applitant oreanization might be 
required to bear, specifically provided that all costs of acquiring lands, interests 
in land, and richts to the use of water be borne by the organization in the case 
of non-Fe‘teral projects, ma’e no provision for substitution of a pledge for a cash 
contribution in the ease of rehabilitation and betterment projects, and provided 
in general that preference should be given to applicants in the order of the pro- 
portion of contributions propose! to be mate by them. 

(6) H. R. 104 and H. R. 384 both provide for execution of contracts by the 
Secretary of the Interior after a stated period during which a proposal is required 
to lie before the Committees on Interior and Insular Affairs of the House and 
Senate. (H. R. 104 and H. R. 384 varv in some respects on the handling of 
proposals when the Congress is not in session.) Our proposal envisioned affirma- 
tive approval by the Congress of every proposal before a contract was negotiated 
and executed. 

(7) H. R. 104 requires that every contract executed under it shall, except as 
otherwise provided in the bill, “conform to the provisions of the Federal reclama- 
tion laws with respect to repayment contracts entered into by irrization districts 
and the delivery of water thereunder * * *”’ This provision, which is omitted 
in H. R. 384, would make the so-called excess-land provisions of the Federal 
reclamation laws applicable to irrigation projects otherwise subject to the terms 
of the bill. 

(8) Both H. R. 104 and H. R. 384 contemplate the making of loans to finance 
incidental power developments. (Neither of the bills is altogether clear whether 
the provision for payment of interest is applicable both to pumping power and to 
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commercial power or only to the latter.) Our proposal involved power only 
insofar as it is used for pumping purposes. 

Many of the points of difference between H. R. 104 and H. R. 384, on the one 
hand, and our draft of substitute for H. R. 5301, on the other hand, were carefully 
considered by your committee last year and require no comment at this time. 
With respect to others, however, and particularly with respect to those which 
bear upon the problem of the extent of Federal contributions, I invite your 

attention to the letter dated April 9, 1954, from the Bureau of the Budget which 

was attached to our report on H. R. 5301. The general tenor of the Bureau of the 
Budget’s letter was to urge increased non-Federal participation in the develop- 
ment and financing of small projects. We recommend that your committee 
reexamine particularly the matters outlined under (5) and (8) above and that the 
bills be amended to exclude from their coverage loans for the development of 
commercial power facilities, to remove the limitation on the proportion of local 
contributions that the Secretary may require, to provide that the local organi- 
zations shall, in all cases, be required to finance the cost of land and water-right 
acquisitions except in those instances in which Government lands within the 
administrative jurisdiction of this Department are involved or in which the 
lands or water rights have already been acquired by the Government for an’ 
authorized reclamation project, and to provide that the organizations shall 
repay any costs incurred by the Government which, if the Government were 
constructing the projects itself, would be repayable by them. 

We also recommend that your committee compare the coverage afforded by 
the two bills which are now before it in the light of the two definitions of the 
term ‘project’ which appear therein. It is our view that the expression “‘self- 
contained unit” in H. R. 104’s definition of “project”? may well lead both to a 
considerable restriction on the usefulness of the bill in which it appears and, in 
many cases, to misunderstanding. Webster defines ‘‘self-contained” as “‘sufficient 
in itself,” “independent,” “Shaving none of its parts in common with anything 
encompassing it,’ ‘‘complete in itself,’ ete. Quite apart from financial self- 
containedness, therefore, the language of the bill leaves room for doubt as to its 
applicability to even a recognized Missouri River Basin project unit (the kind of 
unit which, we understand, this is intended to cover) which is dependent for its 
water supply or for pumping power on Government facilities which are not part 
of the unit. For this reason, it is our recommendation that your committee con- 
sider the advisability of modifying the definition of “project” in H. R. 104. If, 
as we understand, it is the wish of the committee to restrict the coverage of the 
bill to small undertakings and to eliminate loans and grants for individual project 
features, we suggest that the definition be amended to read along these lines: 

“The term ‘project’ shall mean (i) any complete undertaking or distinct unit 
of such an undertaking authorized to be constructed under the Federal reclama- 
tion laws, the sole or principal purpose of which is to store, divert, carry, or deliver 
water for irrigation or for domestic, industrial, or municipal use, to furnish pump- 
ing energy therefor, or to drain lands under or susceptible of irrigation or (ii) any 
other similar complete undertaking or distinct unit of such an undertaking pro- 
posed to be constructed by an organization. The term ‘project’ shall not include 
any such undertaking or unit, or any rehabilitation and betterment program, the 
estimated cost of which is more than $5,000,000. It shall likewise not extend to 
individual engineering features of a complete undertaking or distinct unit of an 
undertaking.” 

We also recommend that, if your committee concludes that the excess-land 
provisions of the reclamation laws shall be included in contracts for irrigation 
works under H. R. 104, provision therefor be made in a form other than that used 
in the bill. More specifically, we suggest that the bulk of lines 18-21, page 6, be 
deleted at that point and reinserted on page 8 before (d) as a separate subdivision 
of the section in which it occurs and that it be made clear that the requirement 
is applicable only in those cases in which a loan is made for irrigation works. 

We recommend that, with appropriate amendments, H. R. 104 or H_ R. 384 
be enacted. 

Because we are informed that there is a particular urgenev for the submission 
of the views of this Department on H. R. 104 and H. R. 384 and at the special 
request of the chairman of the Subcommittee on Irrigation and Reclamation, this 
report is being submitted prior to clearance through the Bureau of the Budget. 
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In these circumstances, no commitment can be made concerning the relation of 
the bills or of the views herein expressed to the program of the President. 
Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


RECOMMENDED ACTION 


The Committee on Interior and Insular Affairs recommends that 


O 


H. R. 5881 be enacted. 


Pd 

; 
‘ 
a 
os 
$4 











an 2 2 tweet = Th «st 














ion of 


Lor. 


that 








84TH CoNGRESS HOUSE OF REPRESENTATIVES { ‘  _Reporr 
Ist Session No. 482 














SUR SURI APRA NAEK 5. 


RELATING TO THE EXTENSION AND THE FINAL LIQUIDA- 
TION OF THE COMMISSION ON ORGANIZATION OF THE 
EXECUTIVE BRANCH OF THE GOVERNMENT 





May 4, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 








Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 


[To accompany 8. 1763] 































The Committee on Government Operations, to whom was referred 
the bill (S. 1763) relating to the extension and the final liquidation of 
the Commission on Organization of the Executive Branch of the 
Government, identical to H. R. 5704 and H. R. 5720, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

The committee adopts the report of the Senate, as set forth in 
Senate Report No. 217, which is attached and made a part hereof. 
Also attached and made a part of this report is the letter from Hon. 
Herbert Hoover expressing his views on H. R. 5704 and H. R. 5720. 


{S. Rept. No. 217, 84th Cong., 1st sess,] 


PURPOSE 






Section 9 (b) of Public Law 108, 83d Congress, approved July 10, 1953, requires 
that the Commission on Organization of the Executive Branch of the Government 
shall submit its final report not later than May 31, 1955, at which date the Com- 
mission shall cease to exist. The pending bill would extend the requirement for 
the Commission to submit its Pl proces from May 31, 1955, to June 30, 1955. 
It would also authorize the Chairman of the Commission to complete final liquida- 
tion of the affairs of the Commission within 90 days after June 30, 1955, during 
which period funds made available to the Commission shall remain available for 
necessary expenses, 

NEED FOR EXTENSION 






a The 30-day extension authorized by the pending bill is necessary in order to 
permit the Commission to complete its reports to the Congress. Delays which 





55006 


UNIVERSITY OF MICHIGAN LIBRARIES 


COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH 


could not be avoided have been encountered in the work of some of the Commis- 
sion’s task force study groups, and the Commission has undertaken special 
investigations not originally contemplated or included in its initial program which 
will require a minimum of 30 additional days for full consideration and action. 

The liquidation period of 90 days prescribed by the bill, following completion 
of the Commission’s action on its reports within the proposed 30-day extension 
period, is required for editing and printing of the Commission’s final reports, the 
orderly transfer of its records, documents, and files to the National Archives, and 
for the proper disposal of its furniture, equipment, and other physical assets. 
The committee has been informed that the unavoidable time lag between the 
approval of the reports by the Commission and their actual printing and submis- 
sion in final form to the Congress involves a period of several weeks after being 
approved by the Commission. 

The committee, therefore, reeommends approval of 8. 1763, in order to permit 
the Commission to properly consider and to complete action on its reports, and 
to insure that there will be sufficient time for the orderly liquidation of the affairs 
of the Commission. 





CoMMISSION ON ORGANIZATION OF THE 
EXeEcUuTIVE BRANCH OF THE GOVERNMENT, 
April 28, 1955. 
Hon. Wiriit1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C: 

Dear CoNnGREssMAN Dawson: I acknowledge receipt of your request of April 
27 last, for a report on H. R. 5704 and H. R. 5720. 

The reasons for asking for an extension of the life of this Commission can best 
be presented by a brief statement of the way in which the Commission has pur- 
sued the duties assigned by the Congress. 

The Commission began its work in September 1953 and has been constantly 
engaged during the 20 months since. To adequately comply with requirements 
of the law creating the Commission, we assembled task forces of distinguished 
citizens, well informed on the special subjects they were undertaking. To 
assemble some 20 such groups, with a total of about 300 men, and to equip them 
with adequate research staff naturally required care and time. The task forces 
naturally required many months for adequate investigation, findings, and recom- 
mendations. When the task force reports are completed, they are, in most 
cases, referred to a subcommittee of the Commission for preparation of a draft 
report and recommendations of the Commission. The subcommittee draft is 
then referred to all the Commissioners for comment. After their comments 
are received, redrafting is often required before the report is submitted to the 
full Commission. After full discussion by the Commission, the report is amended 
and approved. Therefore a time is required to make the changes ordered by the 
Commission to do proper editorial preparation for final printing, and to permit 
dissenting Commissioners to prepare their separate statements. The report 
then goes to the printer and, when printed, is filed with the Congress. As you 
know the overloaded Publie Printer requires many days to get the reports out. 
The task force report, being more voluminous, on which the Commission’s report 
is largely based, is printed, but usually delayed in issue until some days later. 

Most of the task forces’ investigations have required much research; much 
canvass of the law, of congressional investigations; many actual inspections of 
facilities; and in some cases public hearings. Some have needed as much as 125 
meetings of the full task forces or of their subcommittees. 

It will be about a month from now before we can be sure of the last task force 
report in final form. It would, therefore, be impossible for the Commission to 
process these reports in the usual course and make recommendations to the 
Congress before the present termination date of the Commission’s life which is 
May 31, It is for this reason that a month’s extension of the Commission’s life 
to June 30, 1955, has been requested. 

The Commission is asking for an additional 3 months of time for the Chairman 
to liquidate it. It is obvious that in work of this nature, where several hundred 
individuals have heen engaged in investigating, gathering, recording, and tabu- 
lating information, much valuable material has been secured which should be 
put in proper shape for preservation in the National Archives and the Library 
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Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the first intermediate report of 


its Subcommittee on Military Operations. 
Wituiam L. Dawson, Chairman, 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


FIRST INTERMEDIATE REPORT 


SUBMITTED BY THE SUBCOMMITTEE ON MILITARY OPERATIONS 


On May 4, 1955, the Committee on Government Operations had 
before it for consideration the report of its Subcommittee on the 
Federal Catalog Progress Report (Identification and Conversion). 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was unanimously 
approved and adopted as the report of the full committee. The 
chairman was directed to transmit a copy to the Speaker of the House. 

This report is concerned with the status and progress of the Federal 
catalog program. It is limited to the identification and conversion 
phases of the program because the subcommittee anticipates a review 
of the status and progress of the program for effective integration of 
Federal catalog data in the military supply management system. 

The subcommittee held hearings for the purpose of determining 
whether the actions of the military departments were responsive to 
the Eighth Intermediate Report of the Government Operations 
Committee of the 83d Congress. 

Hearings were held on March 2 and 3, 1955. Testimony was 
received from representatives of the Office of the Assistant Secretary 
of Defense (Supply and Logistics), Department of the Army, the 
Navy, the Air Force, and the Marine Corps. The following witnesses 
testified: 

March 2, 1955 


Mr. Nathan Brodsky, Acting Director of Cataloging, Standardization 
and Inspection, Department of Defense 
Col. etme R. DeLuca, Staff Director, Cataloging, Department of 
efense 
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Mr. John L. Keogh, Director of Storage, Distribution, and Disposal, 
Department of Defense 

Mr. V. F. Caputo, Staff Director, Storage Division, Department of 
of Defense 

Col. C. S. Hays, Chief, Standards Branch, Procurement Division, 
ee of the Deputy Chief of Staff for Logistics, Department of 
the Army 


March 3, 1955 
Col. A. B. Robbins, Jr., Director, Cataloging and Standardization, 


Air Materiel Command, Department of the Air Force 
Mr. E. Sanders, Air Materiel Command, Department of the Air 


Force 

Mr. Wilbur Shumar, Supply and Services Division, Air Force Head- 
quarters 

Maj. John Obert, Supply and Services Division, Air Force Head- 
quarters 


Capt. H. J. Goldberg, Director Material Control Division, ONM, 
Department of the Navy 

Comdr. G. N. Callison, Chief of the Catalog Branch, ONM, Depart- 
ment of the Navy 

Col. Rodney M. Handley, Head Catalog Section, Supply Branch, 
Supply Department, United States Marine Corps 


SECTION I. IDENTIFICATION 


The Department of Defense appears to have reevaluated along 
realistic lines its task for completing the identification phase of the 
catalog program. Admittedly, it is still not a crash program. It is 
still progressing at a frustratingly slow rate, in view of the urgent need 
for this valuable management tool. 

In the 83d Congress, the Military Operations Subcommittee made 
this observation on the identification phase of the program: ! 

In the light of predictions that were made for this program during the hearings and 
legislation both prior and subsequent to Public Law 436, and considering the time and 
money invested in the program, the subcommittee feels that the total quantity of item 
identifications produced to date is disappointingly small. 


The subcommittee recommendation was as follows: 


The subcommittee therefore recommends that the long overdue identification deadline 
should be brought forward possibly by as much as 12 months. 

The subcommitiee recommends that the new civilian officials in the Department of 
Defense personally reappraise the identification production schedules. The sub- 
committee is of the impression that Department of Defense officials have, in the past, 
been too prone to accept schedules and repeated extensions without questioning the 
reports of catalog officials in the military departments 


_ At the 1954 hearings, the Military Operations Subcommittee was 
informed that the status of identification was as follows: 


Different items identified (as of Dec. 31, 1953) _........------------ 530, 000 
Different items estimated to be in system_..........-----.-------- 2, 000, 000 
Percent completed (identification only)._............-.-.----.------ 26 


1 Federal Catalog Program, pt. 1, Eighth Intermediate Report of the Committee on Government Opera- 
tions. U.S. Government Printing Office, Washington, February 22, 1954. (H. Rept. No. 1216, 83d Cong., 
2d sess.), 
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During the hearings of March 1955, this subcommittee was informed 
that the status of identification was as follows: 


Different items identified (as of Dec. 31, 1954)_._........---------- 3 233, 000 
Different items estimated to be in system_........-..-...----.---- 2, 250, 000 
Percent completed (identification only)_......-.-.---------------- 54. 8 


In terms of commodity areas, a significant grouping on which con- 
version is based, the picture of completion may be represented as 
follows: 


Areas to be identified (representing 2,250,000 items) _...........-...----- 125 
Areas identified (representing 266,000 items).-................-..----.-- 53 
Percent completed (identification only, by areas)._............---------- 42 


The difference between the total of 1,233,000 various items identi- 
fied and the 266,000 items identified by completed areas, represents 
967,000 items from the remaining 72 commodity areas which are 
not complete areas for conversion purposes. Actually, these 967,000 
items have been assigned to commodity areas, and the work done 
represents a higher completion status than the indicated 42 percent. 

During 1954, 703,000 items were identified and 49 commodity areas 
were completed. 

Completion of identification 


At the time of the 1954 hearings the estimated date for completion 
of this interim phase of cataloging was stated to be December 31, 1956. 
As a result of the subcommittee recommendation urging the Depart- 
ment of Defense to bring the schedule for completion forward by 12 
months, the scheduled completion for identification was advanced 3 
months to September 30, 1956. 

Today the need for a Federal catalog is greeter than ever. Within 
recent weeks the Hoover Commission has released studies and reports 
which have highlighted many deficiencies in military supply manage- 
ment which stem from the lack of such catalog data. In these reports, 
the Commission calls to the attention of the Congress the need for 
expediting work on the catalog in order that certain corrective actions 
may be taken at once. 

This subcommittee realizes the necessity for a stabilized schedule. 
The present schedule has been well conceived but the subcommittee 
fails to understand why an even greater effort cannot be made to 
reevaluate the schedule in orde: to advance the completion date still 
further. 

The subcommittee therefore recommends that the Secretary of 
Defense further telescope the schedule to any extent possible. 


SECTION II, CONVERSION 


Conversion is that interim process of the Federal catalog program 
which involves the physical renumbering and description of stock 
according to the Federal system. Conversion begins as the identifica- 
tions are completed. It is a process which must be completed prior 
to any reconsideration of supply management concepts. 

The Air Force begins conversion after all items in an Air Force 
class have been identified. The Department of the Navy converts 
after all items under the control of an inventory manager have been 
identified. An inventory manager has cognizance over several com- 
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modity areas. The Department of the Army converts as identifica- 
tions are completed on an item-by-item basis. 

In 1954, this subcommittee made the following observations and 
conclusions concerning the conversion phase of the Federal catalog 
program: 


The 1960 target date for complete conversion of military supply systems to the 
new Federal Catalog appears at best to be an unambitious schedule. The subcom- 
mittee recommends strongly that this target date be advanced considerably. It is 
understood that conversion will be accomplished progressively during the intervening 

ears. 

. The subcommittee recommends that positive leadership be exhibited at the level of 
the Department of Defense in preparing independently a conversion schedule for the 
military departm2nts rather than accepting and concurring with the plans prepared 
and presented by the military departments, In the past, so many exaggerated progress 
reports have been presented that this subcommittee is apprehensive about accepting 
even the present tentative schedule which could conceivably be extended eventually to 
1965 or 1970 or later years. 


As of December 31, 1953, the Department of Defense made the 
following conversions: 


Number 
of items 
NEVY 5s osen cnc chekukesabnk Sewanee Skee Set oe ae ew aaa 990 
PPG icin acta ator bemacinniineiencuwhkendha tee cera abesviee 1, 102 
RO BOOOR 2 Sore oo ck jlwok load sheneamen dabeeeks dauchewbacike 1, 189 
I a ht re 653 


As of December 31, 1954, the Department of Defense had made the 
following conversions: 








— e Percentage 
DIY oss cen ancneniantinceicintgieineseinntdimihsniacidsylimcainigpm adda one seglbaaa oka kbibabuaite 27, 064 2 
DOERS.. cticcctbcniimanapihiaheachesyhbncnsnabosbmien paabimaite abd 177, 861 16.8 
BP oo iS icicts otimtonephedainnhs ston dag eeadalcha linden eainide hited eedlouatiea 16, 781 15 
PERSIE CORDS... 5. dccnqiyvncke sesas ance bioneabiaghningnawetintiacheieidamadede 5, 328 7 











At the time of the 1954 hearings of this subcommittee, the Depart- 
ment of Defense did not have a conversion schedule in final form. ‘The 
subcommittee received testimony, however, that, based on the then 
tentative schedules prepared by the individual military departments, 
complete conversion might be achieved by the end of the 1960 fiscal 
year. 

Shortly after the 1954 hearings, the Department of Defense ap- 
proved final conversion schedules and established November 30, 1953, 
as the date when all departments would be completely converted to 
the new Federal numbers and descriptions. The subcommittee com- 
mends the effort made to move the target date for completion from the 
end of fiscal year 1960 to November 30, 1958, a period of 19 months. 

At the time of the 1954 hearings, however, the military departments 
had not accumulated any extensive experience in mass conversions. 
The Navy admitted that it could not predict how well it could meet 
the conversion schedule. As each department acquires experience, 
a more rapid rate of conversions may be expected than is now antici- 
pated. For this reason, the subcommittee should be assured that the 
target dates are ‘outside’ or maximum-period dates which could be 
advanced. Any marked advance of the conversion target dates by 
virtue of experience in this process would be in addition to any im- 

















tifica- 


s and 
utalog 


- to the 
ubcom- 

It is 
rvening 


level of 
for the 
repared 
progress 
rcepting 
ually to 


de the 


Number 

of items 
. 990 
8-102 
+ 2 189 
. 653 
ide the 


arcentage 


———— 


Jepart- 
1. The 
1e then 
tments, 
0 fiscal 


nse ap- 
), 1958, 
rted to 
Pe com- 
rom the 
nonthis. 
rtments 
ersions. 
Id meet 
erience, 
y antici- 
that the 
‘ould be 
lates by 
any im- 


FEDERAL CATALOG PROGRESS REPORT 5 


provement which would result from an earlier completion of the identi- 
fication phase. 

For these reasons, the subcommittee strongly recommends that 
the Secretary of Defense reexamine the identification schedule and 
each conversion schedule every 6 months in order to incorporate the 
experience of the previous periods into the program with a view of 
arriving at an earlier completion date. 


Relation between conversion and actual use of the Federal Catalog 


The attention of the Congress should be directed to the distinction 
between “conversion’’ and “use’’ of the Federal Catalog. Conversion 
has been defined as merely the physical renumbering and description 
of stock according to the Federal system. 

For instance, the Department of the Navy has had for many years 
a working catalog. Conversion as applied to the Navy would mean 
only that Navy items in stock would receive Federal numbers and 
Federal descriptions. Nothing more than this is accomplished by 
conversion, 

In contradistinction, “use” of the Federal Catalog is that process 
which comes after the purely mechanical and interim phases of 
identification and conversion are completed. It was the hope of the 
Congress that by virtue of having one catalog for the whole Federal 
Government, every department would be “using the same language.”’ 
It was the congressional intent that the development of a Federal 
catalog would, among many objectives, improve supply practices, 
and bring about economies in procurement. [t was furthermore 
expected by the Congress that the availability of Federal data would 
permit a unification of supply and logistics policies among the three 
services. 

This subcommittee’s hearings have not at this point concerned 
themselves specifically with the Department of Defense program or 
“master plan” for achieving maximum utilization from the Federal 
Catalog data. It does expect to do so before the end of the 84th 
Congress. 

A target date for the completion of conversion set as late as Novem- 
ber 1958 is a discouragingly distant date. It is discouraging for the 
reasons that (1) full utilization benefits cannot come until then, and 
(2) that the catalog has been in process of development for more than 
a decade due to many delays. 

The subcommittee must therefore report to the Congress that the 
Secretary of Defense could place increased emphasis on this program 
in accordance with the urgency which it demands. This really calls 
for a type of “crash program,” and it appears justifiable at this time. 

The subcommittee therefore recommends that the Secretary of 
Defense give serious consideration for accelerating the program for 
completing the conversion of catalog data. 


O 
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SUSPENSION OF CERTAIN IMPORT TAXES ON COPPER 





May 4, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


[To accompany H. R. 5695} 





The Committee on Ways and Means, to whom was referred the 
4 bill (H. R. 5695) to continue until the close of June 30, 1958, the sus- 
EB pension of certain import taxes on copper, having considered the 

same, report favorably thereon without amendment and recommend 





4 that the bill do pass. 

4 PURPOSE 

’ H. R. 5695 continues through June 30, 1958, the suspension of cer- 
tain import taxes on copper, copper-bearing ores and concentrates, 


and various articles containing copper which are imposed under sec- 
tion 4541 of the Internal Revenue Code of 1954 (formerly see. 3425 
of the 1939 code). The import taxes in question are: 

(1) Four cents a pound on the copper content of copper-bearing 
ores and concentrates and of the articles specified in certain 
enumerated paragraphs of the Tariff Act of 1930; 

(2) Three cents a pound on an article not taxable under (1) 
above if it is dutiable under the Tariff Act of 1930, and if copper 
is the component material of chief value; and 


4 (3) Three percent ad valorem, or three-quarters of 1 cent per 
§ pound, whichever is the lower, on an article not taxable under 
. (1) or (2) above, if it is dutiable under the Tariff Act of 1930, 


and contains 4 percent or more of copper by weight. 

The above-listed rates have all been reduced by 50 percent under the 
trade agreements authority. The suspension of these duties would 
not apnly to certain composition metals provided for in paragraph 
1657 of the Tariff Act or to copper sulfate. 

The present suspension of the import tax on copper terminates 
rhs P 1955, pursuant to the act of June 30, 1954 (Public Law 452, 
83d Cong.). 
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2 SUSPENSION OF CERTAIN IMPORT TAXES ON COPPER 


GENERAL STATEMENT 
Tariff status 

The import tax on refined copper and on copper-bearing ores, which 
represent the principal forms in which copper is imported, originally 
was 4 cents per pound as provided for under the Revenue Act of 1932 
(now sec. 4541 of the Internal Revenue Code of 1954). As a result 
of concessions granted by the United States in the General Agreements 
on Tariffs and Trade (Geneva), the United States reduced this tax 
by 50 percent, effective March 16, 1949, to the present rate of 2 cents 
per pound. 

The import tax on copper has been suspended by congressional 
action continuously since April 30, 1947, except for the period from 
July 1, 1950, to April 1, 1951. Public Law 42, 80th Congress, sus- 
pended the tax from April 30, 1947, through March 31, 1949; Public 
Law 33, 8ist Congress, extended the suspension through June 30, 
1950; Public Law 38, 82d Congress, suspended the import taxes from 
April 1, 1951, through February 15, 1953; Public Law 4, 83d Congress, 
continued this suspension through June 30, 1954; and Publie Law 452, 
83d Congress, extended the suspension through June 30, 1955. 

In addition to suspending the import tax, Public Law 38 which, 
this bill extends, provides that the President shall revoke the sus- 
pension of the import tax if the average price of electrolytic copper, 
delivered Connecticut Valley, for any calendar month falls below 24 
cents per pound. This safeguard to our domestic copper-mining 
industry is continued under your committee’s bill. The domestic 
market price of copper has averaged 30 cents per pound from March 
1953 through January 1955. The current price is about 36 cents per 
pound. 

Although congressional action for suspending the import tax on 
copper did not become effective until April 30, 1947, practically all 
imports which entered during the war period were for Government 
account and were admitted free of the import taxes under other 
special authority. 

United States copper supply and requirements 

As indicated by data presented in the following table, United 
States requirements for copper, including withdrawals of copper for 
the strategie stockpile, have equaled more than one-half of the total 
world consumption in recent years. 
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Unmanufactured copper: World consumption and production, and United States 
consumption, production, imports, and exports, in specified years 1935-54 


{1,000 short tons 





Consumption Production United States trade 





World United States 
. yor Imports 
sae sca smelter for con- 

output 





Domestic 
Second- Total |Sumption exports 


> 2 
Primary ary ? 





881 2, 162 625 342 967 218 324 
1, 992 3, 038 1, 091 428 1, 519 736 77 
1, 518 600 406 1, 006 354 54 
1, 798 i 863 503 1, 369 453 149 
1, 722 f 842 1, 347 485 147 
1, 490 5 758 " 1, 142 567 146 
1, 891 ‘ gil : 1, 396 600 155 
1,828 3, 931 1, 389 539 M41 
$3,278 1,801 927 : 1. 342 € 637 6184 
$3, 168 1, 839 ‘ 943 1, 372 * 673 6145 
13,100 1, 631 3, 828 422 1, 250 * 604 #295 
































1 Data are compiled from statistics on production, imports, and exports, and changes in producers’ and 
consumers’ stocks, and represent approximate consumption plus withdrawals for the strategic stockpile. 

? Represents smelter output from domestic ores, concentrates, mine-water precipitates, and tailings. 

+ Represents copper recovered in all forms from old copper and copper-base scrap. 

4 Not available. 

§ Partly estimated by applying to U. 8. Bureau of Mines data for the previous year the percentage 
increase shown by data in 1953 Yearbook, American Bureau of Metal Statistics. 

¢ Preliminary 

’ Estimated from world production and changes in producers’ stocks. 

* Data for December estimated by assuming imports at average monthly average oi preceding 11 
months; quantity imported during January-November 1954 amounted to 554,000 short tons. 

‘Data for December estimated by assuming exports at average monthly average of preceding 11 
months; quantity exported during January-November 1954 amounted to 270 tons 


Source: Consumption and production data from official statistics of the U. S. Bureau of Mines, except 
as noted; imports and exports from official statistics of the U. 8S. Department of Commerce, 


Although the United States is also the world’s largest copper 
producer, its requirements are so large that over one-third of the 
requirements (about 36 percent in the last 3 years, 1952-54} have been 
imported. Principal sources of copper imports in the first 11 months 
of 1954 were Chile (45 percent), Canada (14.6 percent), Africa (16.1 
percent), Mexico (8.7 percent), and Peru (4 percent). 

Copper is included in the stockpiling program of the United States 
as a strategie and critical material. 

Executive departments’ endorsement of this legislation: 

The interested executive departments have expressed support of 
legislation te suspend the import tax on copper through June 30, 1958. 

The Secretary of State reported to your committee on March 8, 
1955, as follows: 

The requirements of the United States for copper, including defense and 
stockpiling requirements, substantially exceed domestic production. At current 
high prices for copper it does not appear that the tax is necessary for the protection 
of American producers. Under the proposed legislation the tax would apply at 
prices below 24 cents per pound. ‘The interests of American producers would, 
therefore, seem adequately protected under a 3-year extension. 


r y . : . 

Che Department of Commerce in recommending the suspension of 
the tax for a period of 3 years advised your committee in a letter 
dated May 2, 1955, as follows: 

At the present time, we are faced with a short supply of copper raw materials, 
and an unprecedented demand for copper from the automotive and durable goods 


industries. To meet the supply situation domestic industry normally imports 
more than one-fourth of the copper which it consumes. * * * It appears that 
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4 SUSPENSION OF CERTAIN IMPORT TAXES ON COPPER 


domestic requirements for copper will increase and that domestic production 
cannot be increased correspondingly. Failure to continue the suspension of import 
duties would not only result in an increase in the price of foreign copper to domestic 
users but might also result in a loss of imports. In fact, at the present time, 
imports have decreased to some extent due to the higher European market. 
Where the need for large quantities of foreign copper is so apparent, it is believed 
to be essential to encourage the flow of imports by suspending the tariff. This is 
especially true since the suspension can have no possible adverse effect upon the 
domestic industry which has been incapable of producing sufficient refined copper 
to meet current omestie needs 


The report from the Department of the Interior in supporting the 
enactment of this legislation stated: 


* * * We believe that such enactment will be of assistance in maintaining 
adequate supplies of copper to meet the expanding demand for this metal. 

We note, in particular, that the 1951 act requires the restoration of the import 
taxes in question when the average market price of electrolytic copper falls below 
24 cents per pound. Such requirement, we believe, has had the effect of relieving 
any apprehension that excessive imports might occur under the terms of the 1951 
act 


The Departments of Defense and Treasury have also submitted 
favorable reports to the Committee on Ways and Means. 

Your committee has been assured that our domestic copper pro- 
ducers are in support of H. R. 5695. The bill was favorably reported 
by the unanimous vote of the members of the Committee on Ways 
and Means, 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act oF May 22, 1951 (Pusiic Law 38, 82p Conca.) 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the import tax imposed under section 3425 of 
the Internal Revenue Code shall not apply with respect to articles (other than 
copper sulfate and other than composition metal provided for in paragraph 1657 
of the Tariff Act of 1930, as amended, which is suitable both in its composition and 
shape, without further refining or alloving, for processing into castings, not in- 
cluding as castings ingots or similar cast forms) entered for consumption or with- 
drawn from warehouse for consumption during the period beginning April 1, 1951, 
and ending with the close of [June 30, 1955] June 30, 1958: Provided, That when, 
for any one calendar month during such period, the average market price of 
electrolytic copper for that month, in standard shapes and sizes, delivered Con- 
necticut Valley, has been below 24 cents per pound, the Tariff Commission, within 
fifteen days after the conclusion of such calendar month, shall so advise the Presi- 
dent, and the President shall, by proclamation, not later than twenty days after 
he has been so advised by the Tariff Commission, revoke such suspension of the 
import tax imposed under section 3425 of the Internal Revenue Code. 

In determining the average market price of electrolytic copper for each calendar 
month, the Tariff Commission is hereby authorized and directed to base its find- 
ings upon sources commonly resorted to by the buyers of copper in the usual 
channels of commerce, including, but not limited to, quotations of the market 
orice for electrolytic copper, in standard shapes and sizes, delivered Connecticut 
M eerd reported by the Engineering and Mining Journal’s ‘Metal and Mineral! 

arkets. 
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AMENDING THE CIVIL AERONAUTICS ACT OF 1938, AS 
AMENDED, SO AS TO PROVIDE PERMANENT CERTIFI- 
CATES FOR LOCAL SERVICE AIR CARRIERS 





May 5, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Priest, from the committee of conference, submitted the following 


CONFERENCE REPORT 


{To accompany H. R. 2225} 










The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 2225) to 
‘ amend section 401 (e) of the Civil Aeronautics Act of 1938, as amended, 
zy having met, after full and free conference, have agreed to recommend 
; and do recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate to the text of the bill and agree to the same with an amend- 









x ment as follows: 
i In lieu of the matter proposed to be inserted by the Senate amend- 
¢ ment insert the following: That section 401 (e) of the Civil Aeronautics 


Act of 1938, as amended (49 U.S. C. 487 (e); 52 Stat. 987), is amended 
by adding at the end thereof the following: 

: “(3) If any applicant who makes application for a certificate within 
i one hundred and twenty days after the date of enactment of this paragraph 
; shall show that, from January 1, 1958, to the date of its application, it 
or its predecessor in interest, was an air carrier furnishing, within the 
continental limits of the United States, local or feeder service consisting 
of the carriage of persons, property and mail, under a temporary certificate 
of public convenience and nece ssity issued by the Civil Aeronautics Board, 
continuously operating as such (except as to interruptions of service over 
which the applicant or its predecessors in interest have no control) the 
Board, upon proof of such fact only, shall, unless the service rendered 
by such applicant during the period since its last certification has been 
inadequate and inefficient, issue a certificate or certificates of unlimited 
duration, authorizing such applicant to engage in air transportation 
between the terminal and intermediate points within the continental 
limits of the United States between which it, or its predecessor, so con- 
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2 PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


tinuously operated between the date of enactment of this paragraph and 
the date of its application: Provided, That the Board in issuing the 
certificate is empowered to limit the duration of the certificate as to not 
over one-half of the intermediate points named therein, which points it 
finds have generated insufficient traffic to warrant a finding that the public 
convenience and necessity requires permanent certification at such time.” 
And the Senate agree to the same. 
That the Senate recede from its amendment to the title of the bill. 

J. Percy Priest, 

OreN Harris, 

JoHn Bett WILLIAMS, 

Cnas. A. WoLvEeRTON, 

Cart HinsHaw, 

Managers on the Part of the House. 

Warren G. MaGnuson, 

Mike MOonNRONEY, 

ALAN BIBue, 

Joun W. Bricker, 

Freperick G. Payne, 

Managers on the Part of the Senate. 


+ te Emenee 


Basia Ue Wirt ous 








beak Sew bliss Sea Sy 

















Se AAS Sea Pie OO WR Baa I ON 


ee! 


VERS 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the Hase at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 2225) to amend section 401 (e) of the Civil Aero- 
nautics Act of 1938, as amended, submit the following statement in 
explanation of the effect of the action agreed upon by the conferees 
and recommended in the accompanying conference report: 

The Senate amendment to the text of the bill struck out all after 
the enacting clause and inserted a substitute. The bill as agreed to 
in conference is a substitute for both the House bill and the Senate 
amendment, but, except for the points explained below, it is sub- 
stantially the same as the bill the House passed. 

Both the bill as it was passed by the House and the Senate amend- 
ment proposed to add to section 401 (e) of the Civil Aeronautics Act 
of 1938 a new paragraph providing for the issuance of certificates of 
public convenience and necessity, without limit as to the duration 
thereof, to certain air carriers which have been furnishing in the 
continental United States, under temporary certificates, local or feeder 
service consisting of the carriage of persons, property, and mail. In 
both the House bill and the Senate amendment it was provided that, 
to obtain a certificate, application must be made within 120 days 
after the date of the enactment of the new paragraph. 

In each instance it was provided that the new certificates should 
be issued solely upon proof of the fact that the applicant, or its prede- 
cessor in interest, had engaged in such local or feeder service for a 
specified length of time. Under the House bill, the applicant would 
have had to show that it or its predecessor had been furnishing such 
service from the date of the enactment of the new paragraph until 
the date it applied for the new certificate, whereas under the Senate 
amendment the applicant would have had to make this showing with 
respect to the period from January 1, 1953, until the date of making 
application for the new certificate. On this point the substitute 
agreed to in conference follows the Senate amendment. 

The carriers which will be eligible to receive certificates under the 
new paragraph, assuming that they otherwise comply with the pro- 
visions of the paragraph, are the 14 local-service carriers (or any 
successor in interest to any of them) which were referred to in the 
report of the House Committee on Interstate and Foreign Commerce 
filed with this legislation when it was favorably reported to the House. 
_ During the consideration of this legislation by Congress the operat- 
ing rights of 1 of the 14 local-service carriers above referred to were 
acquired by another carrier. As a result, the temporary certificate 
held by the local-service carrier was canceled and such temporary 
certificate was reissued by the Civil Aeronautics Board to the acquir- 
ing carrier with exactly the same operating rights and restrictions. 
Had the local-service carrier continued to operate the route it would 
have received the benefits provided by this legislation, and it there- 
fore should be clear, and it is the understanding of the committee of 
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conference, that those benefits will inure to its successor in interest to 
which the temporary certificate was so reissued. 

The Senate amendment contained the following proviso which did 
not appear in the bill as it passed the House: 
a Provided, That the Board in issuing the certificate is empowered to limit the 
duration of the certificate as to not over one-half of the intermediate points 


named therein, which points it finds have generated in sufficient traffic to war- 
rant a finding that the public convenience and necessity requires permanent 








4 certification at such time. 

| The proviso is included in the substitute as agreed to in conference. 

i It is appropriate to include a brief explanation of this proviso. It 

ie is the intent of the committee of conference to give to the Civil Aero- 

i nautics Board flexibility in choosing the intermediate points which, 

i under this proviso, may be given certificates of limited duration, M 
E} Thus, while it is the general intent that the Board may limit the 

i duration of the certificate as to not over half of the intermediate 

d points on each segment, there may be occasional instances where 

there are only 2 or 3 intermediates, and it is desirable to limit the \ 


es 


duration as to both, or as to 2 out of 3. In other words, the rule 
does not rigidly apply to each segment, but it is not to be given such 
flexible applic ation as to distort a whole geographical area of a local 
service system into a whole structure of nonstop segments. 

The Senate also amended the title of the bill. On this amendment 


the Senate recedes. 





Percy Priest, 
Oren Harris, 
JoHn Bett WILLIAMS, 
Cras. A. WoLverton, 
‘ try 
Cart HINsHAw, re 
Managers on the Part of the House. 6 
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DISPOSITION OF SUNDRY PAPERS 





May 5, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Longe, from the Joint Committee on the Disposition of Executive 
Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 
6, 1945 (59 Stat. 434), re spectfully reports to the Senate and House of 
Representativ es that it has received and examined the report of the 
Archivist of the United States No. 55-14, dated April 27, 1955, to the 
84th Congress, Ist session, submitting the following lists or schedules 
covering records proposed for disposal by the Government agencies 
indicated: 














j 
Job No. Agency by which submitted H Job No. Agency by which submitted 
II-NN A-1260.._| Department of Health, Educa- || II-NNA-1602...] Department of the Navy. 
tion, and Welfare. |} LI-NNA-~1609...| General Services Administra- 
II-NN A-1261. . Do. | tion 
II-NNA-1335...| General Services Administra- |] II-NNA-1622_. Do. 
tion || II-NNA-1627_._| United States district courts. 
II-NN A-1404_. Department of the Army. |} LI-NNA-~1628...| Reconstruction Finance Corpo- 
II-NNA-1415_. Do. | ration. 
II-NN A~-1447... Do. || II-NNA-1632_._| Tennessee Valley Authority. 
II-NNA-1498...| General Services Administra- || II-NNA-1639_..| Department of the Interior. 
tion. || II-NNA-1642_..| Department of the Treasury. 
II-NN A-1528..- U.S. Atomic Energy Commis || II-NNA-1644... U. 8. Atomic Energy Commis- 
sion. sion. 
II-NN A-1538... Department of the Air Force. | II-NNA~1645_.. Do. 
II-NN AnBaS. Do. | II-NNA-1650_..| Department of the Interior. 
Il-NNA-1563_..| Department of the Army. II-NNA-1651...| Tennessee Valley Authority. 
II-NN A-1567._.| Department of the Air Force. | II-NNA-1655...| U. S. Atomic Energy Commis- 
II-NNA-1571... Do. sion. 
II-N NA-1582.. Do. | II-NNA-1656... Do. 
II-NNA-1591. .. Do. | II-NNA-1661...| Veterans’ Administration. 
II-NNA-1594__. Do. 
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2 DISPOSITION OF SUNDRY PAPERS 


Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the aforementioned act, as amended. 

Respectfully submitted to the Senate and House of Representatives. 

Gro. S. Lona, 

Rosert J. Corsert, 
Members on the Part of the House. 

Ourn D. Jounsron, 

FraNK CaRLson, 
Members on the Part of the Senate. 


O 











al in 
Lited 
have 
rant 
ends 
ion 6 
ided. 
‘ives. 


Se, 


ite. 


























84TH CONGRESS ; HOUSE OF REPRESENTATIVES Revorr 
1st Session No. 491 








DISPOSITION OF SUNDRY PAPERS 





May 5, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Lona, from the Joint Committee on the Disposition of Executive 
Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380 and 59 Stat. 434) 





The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in complisnce with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 55-15, dated May 3, 1955, to the 
84th Congress, Ist session, submitting the following lists or schedules 
covering records proposed for disposal by the Government agencies 
indicated : 








Job No. Agency by which submitted i} Job No, Agency by which submitted 
















II-NNA-~-1256...| Interstate Commerce Commis- || II-NNA-1607...| General Services Administration, 
sion. || LII-NNA-1619. Do. 

IIl-NNA-1391...| Department of Commerce. | II-NNA-1626...| Small Business Administration. 

II-NNA-1566...| Department of the Army. II-NNA-1646_..| Department of the Air Force. 

II-NNA-1570... Do. II-NN A-1670...| Veterans’ Administration, 

II-NNA-1576_.. Do. II-NNA-1672... Do. 

II-NNA-1586... Do. 

















Your committee reports that the records proposed for dispesal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 

Bs sufficient administrative, legal, research, or other value to warrant 

a their continued preservation by the Government and recommends 
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that their disposal be accomplished subject to the proviso of section 
6 and the provisions of section 9 of the aforementioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives. 
Geo. S. Lona, 
Rosert J. Corserr, 
Members on the Part of the House. 
Ourn D. Jounston, 
FraNK CARLSON, 
Members on the Part of the Senate. 
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: FREE IMPORTATION OF GIFTS FROM MEMBERS OF THE 
3 ARMED FORCES OF THE UNITED STATES ON DUTY 
ABROAD 










May 5, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coorer, from the Committee on Ways and Means, submitted 
the following 


REPORT 


(To accompany H. R. 5559) 








The Committee on Ways and Means, to whom was referred the bill 
(H,. R. 5559) to make permanent the existing privilege of free impor- 
tation of gifts from members of the Armed Forces of the United States 
on duty abroad, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass, 
















PURPOSE 






y The purpose of H. R. 5559 is to make permanent the temporary 

privilege which has been provided continuously since 1942 through 
periodic renewals of allowing for the entry of so much of any shipment 
of bona fide gifts as does not exceed $50 in value without the payment 
of customs duties and import taxes when such gifts are sent by 
members of the Armed Forces on duty abroad. The bill was intro- 
duced at the request of the Department of Defense. 


GENERAL STATEMENT 


The act of December 5, 1942 (Pubiie Law 790, 77th Cong., 56 
Stat. 1041), allowed, until the expiration of 6 months after the termi- 
nation of hostilities as determined by proclamation of the President, 
the entry, free of customs duties or internal revenue import taxes 
of so much of any shipment as did not exceed $50 in value if there 
were filed in connection with the entry satisfactory evidence that 
the articles were bona fide gifis from a member of the Armed Forces 
of the United States on duty outside the continental limits of the 
United States. Public Law 384 of the 80th Congress extended the 
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period for free entry through June 30, 1949, and also amended the 
law by restricting the privileges so as to deny free entry on or after 
September 1, 1947, unless the article is purchased “in or through 
authorized agencies of the Armed Forces of the United States or in 
accordance with regulations prescribed by the major geographical 
commands of the United States Armed Forces.” 

Public Law 241 of the 8lst Congress again extended the period for 
free entry through June 30, 1951. 

Public Law | of the 82d Congress again extended the period for free 
entry through June 30, 1953. 

Public Law 19 of the 83d Congress extended the period ‘for free 
entry through June 30, 1955. 

The Department of Defense in urging the enactment of this legisla- 
tion expressed the opinion that favorable consideration of your com- 
mittee’s bill would make a definite contribution to the morale of our 
Armed Forces. It is extremely important to a serviceman on a tour 
of duty overseas that he be able to send small gifts and remembrances 
from the region in which he is serving to his family and friends in this 
country. If such articles were made subject to duty the administra- 
tive problems involved in sending gifts home would serve to discourage 
this practice. 

In view of the continued presence in many parts of the world of 
members of the Armed Forces of the United States, your committee 
believes that the free entry privileges for the specified gifts should be 
made permanent. Permanent legislation would also relieve the 
Department of Defense from having to request, and the Congress 
from having to enact, periodic extensions of the free-entry privileges. 

Your committee was assured that the legislation is safeguarded 
from abuse not only by the restrictions contained in the act, but also 
by appropriate regulations issued by the Department of the Treasury 
and the Department of Defense. 

The Bureau of Customs has advised your committee that it has 
encountered no serious administrative difficulties in administering 


this law. 
Your committee is unanimous in urging the enactment of H. R. 5559. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets). 

Section 2 or tHE Act or DecemBer 5, 1942, as AMENDED 
(U.S. C., title 50 App., sec. 847) 
[Sec. 2. This Act shall be effective with respect to articles entered for con- 


sumption or withdrawn from warehouse for consumption on or after the day 
following the date of its enactment and before July 1, 1955.J 


O 





L 


eX] 
tio 
30, 


7 
and 
fun 
esti 

7 
fises 
mitt 











































er 
rh 
in 
al 


or 
"ee 
ree 


la- 
m- 
our 
bur 
ces 
his 
Wra- 


age 


1 of 
ttee 
1 be 
the 
ress 
“FES, 
rded 
also 
sury 


, has 
ering 


[ouse 
ll, as 
ritted 


yr con- 
he day 






84TH CONGRESS t HOUSE OF REPRESENTATIVES / Report 
Ist Session No. 493 











DEPARTMENT OF DEFENSE APPROPRIATION BILL, 1956 





May 5, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Manon, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 6042) 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill (H. R. 6042) making appropria- 
tions for the Department of Defense for the fiscal year ending June 
30, 1956. 

APPROPRIATIONS AND EstIMATES 


The estimates considered by the committee, based on the Budget 
and House Doc. No. 145, embrace the cost of all regular military 
functions for 1956 except construction and other public works, 
estimates for which are now pending. 

The following tabulation lists in summary form appropriations for 
fiscal year 1955, estimates for fiscal year 1956, and resultant com- 
mittee action on the 1956 requests. 
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DEPARTMENT OF DEFENSE APPROPRIATIONS, 1956 


Basis or Estimates 


The Committee made a very thorough review of the military budget 
which was submitted to the Congress by the President on January 17. 
The printed hearings embrace over 5,100 pages and a large portion 
of testimony was off the record, and therefore not printed. Hearings 
by the 15-man Department of Defense Subcommittee began in late 
January and continued until late April. Conducting formal hearings 
assembling information, making studies and investigations, form 
and informal, is a continuing process with the Committee and staff 
members. 

Four weeks of hearings were conducted by the entire subcommittee 
on the over-all requirements of the Department of Defense. The 
Secretary of Defense, Members of the Joint Chiefs of Staff, Secretaries 
of the Army, Navy, and Air Force, the Commandant of the Marine 
Corps, and many others were heard in the general sessions of the 
Committee. Thereafter individual service subcommittees conducted 
detailed hearings on the budgetary requests of the three services. 

The premise upon which military requirements for fiscal year 1956 
were presented to Congress is contained in the additional statement 
by Secretary Wilson appearing on page 98 of Volume I of the hearings, 
as follows: 


The decision relative to the size of our Armed Forces, as recommended in the 
program presented to your committee, has been reached after a searching review 
of our military policies and programs extending over many months... The military 
departments, the Joint Chiefs of Staff, the Office of the Secretary of. Defense, 
the National Security Council and the President have given a great deal of earnest 
consideration and study to the problem of developing sound military policies 


which will best serve the Nation for the years ahead. The program now before 
you and the additional requirements that will be transmitted 'ater when the 
enabling legislation has been approved represent a sound flexible defense program 
for the country. The forces envisaged in this long-range program of the Depart- 
ment of Defense constitute by far the largest military establishment that this 
country has ever undertaken to maintain for an indefinite period of time. With 
the incorporation into our Military Establishment of the new weapons that we 
have developed they constitute a force of tremendous striking power. We believe 
that this program developed over many months represents the general order of 
magnitude of the size forces that this country can effectively maintain, can 
improve on a qualitative basis and that the economy of the country can continue 
to support. 

The Committee sought to explore fully the basic military require- 
ments in the light of world conditions, hearing witnesses in great detail, 
and probing the validity of the proposed cuts in military manpower in 
the Army, Navy, and Marine Corps. 

Some of the major witnesses before the Committee obviously sup- 
ported the proposed reductions with great reluctance. Many of the 
witnesses, notably Secretary Wilson and Admiral Radford, Chairman 
of the Joint Chiefs of Staff, supported the proposed program without 
reservation, 

The Committee was concerned about the situation and some Mem- 
bers of the Committee vigorously opposed the reductions in the size of 
our forces suggesting that funds be provided to maintain military 
manpower at approxunately the June 30, 1955, level. 

Defense officials explained that in the event of a drastically worsened 
world condition additional funds for an expanded military program 
would be promptly requested of Congress. It is in the light of this 
situation that the Committee is approving the military budget sub- 
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4 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1956 


stantially as finally submitted. This final submission includes an 
increase of 35,000 military personnel as of June 30, 1956, over the 
total provided for in the printed Budget. Detailed figures as to mili- 
tary strength reductions are contained in a succeeding paragraph in 
this chapter entitled “Military personnel strengths’’, on page 10. 
The prevailing concept of military preparedness as reflected in the 
budget submission calls for emphasis on continental air defense and 
on our coco “noangerse for massive retaliation in the event of 
enemy attack. arge standing Army and the stockpiling of large 
quantities of weapons, especially weapons subject to rapid obsoles- 
cence, has been determined as less economical in this age of rapidly 
advancing technological development. Barring an emergency, the 
Department of Defense proposes to maintain substantially the pres- 
ent structure of our armed forces for an indefinite period. The 
Committee is in full accord with the Department’s plans to place an 
increasing emphasis on our reserve forces. The reserve programs 
appear never to have been properly administered or coordinated to 
provide an effective military force in time of emergency. It is hoped 
that something positive, both in the forms of needed legislation and 
better administration, will be done during the ensuing fiscal year. 


ComMITTEE ACTION 


As above indicated, the Committee is approving the estimates sub- 
stantially as presented. The reductions effected are specific with 
detailed explanations elsewhere in this report. Generally, however, 
the major portion of the total reduction of $744,609,000 is explained 
as follows: (1) the amount of $296,000,000 which was budgeted by 
the three Services for deposit to the Treasury as an offset to the use 
of foreign currencies was eliminated, and the current procedure for 
expending foreign currencies received under mutual defense agreements 
is continued ; (2) the reduction of $150,000,000 effected in the Air Force 
for aircraft and related procurement results from savings developed 
and anticipated in a review by the Air Force of older outstanding 
contracts, (3) the reduction of something over $172,000,000 in Mainte- 
nance and Operations, Air Force, because of reduced flying hour 
requirements, and (4) $75,000,000 in Procurement of Ordnance and 
Ammunition, Navy, because of substantial unobligated funds not 
anticipated in the Budget. In addition to the total reduction of 
$744,609,000 rescissions totalling $1,649,000,000 are made in working 
capital funds. These are revolving funds and are used to finance 
certain stocks and equipment and the industrial-type activities of 
each of the Services. The funds are derived by direct appropriation, 
by acquisition of unexpended balances of funds previously appro- 
priated, or by the capitalization of stocks and equipment previously 
har and on hand. The rescissions represent cash determined 

y the Committee to be in excess of amounts required to finance 
activities operated on revolving fund principles. 


Funps AVAILABLE FOR OBLIGATION 


The tabulation below shows in summary form the prior year 
unobligated balances carried into each succeeding year, the new 
ebligational authority made available in 1954 and 1955 and recom- 





c with 
wever, 
dlained 
ted by 
the use 
ure for 
ements 
r Force 


reloped 
ving 


A ainte- 
g hour 
ice and 
ids not 
tion of 
vorking 
finance 
ities of 
riation, 
appro- 
sviously 
ermined 
finance 


or year 
‘he new 
| recom- 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1956 5 


mended in the bill for 1956, and obligations for 1954 and 1955. The 
tabulation includes for 1956 the total of $827,815,000 (House Docu- 
ment No. 145) representing additional budgeted requirements for 
increased pay of military personnel under the Career Incentive Act 
of 1955 in the amount of $730,011,000, and for increased military 
strengths, in the amount of $97,804,000, authorized but not provided 
for in the original Budget Document. In this latter connection it is 
noted that the Director of the Budget states that “* * * it is expected 
that offsetting savings will be made later in other appropriations.” 
The Committee should have by June 30, 1955 a statement indicating 
the items of appropriation in which the needed saving of $97,804,000 
will be made. The tabulation excludes amounts for military public 
works which were not considered in connection with this bill. 


| Millions o: dollars} 





Unobl- | New an- |montsand| Total Obli 
. ta ga- 
Fiscal year gated — mane a8 — 
carryover thority = available tions 





506 


34 2, 488 42, 846 i 
198 


: 26, 
28, 4, 440 46,7 36, 
31, 1,159 43, 081 (3) 




















1 Excludes expired balances. 


* Budget estimate, as arrended, of $37,348 will be reduced by an indeterminable amount as a result of the 
Committee reduction of $744,609,000. 


The Committee recognizes the inevitability of substantial unob- 
ligated balances carried forward into succeeding years. However, 
it must insist on more accurate estimates of obligations in order 
that it may more intelligently discharge its appropriating responsi- 
bilities. T “ carry-over of unobligated funds from 1954 (out of total 
available of $42.4 billion) into 1955 was originally estimated at 
$6.8 billion but eventually exceeded $13.5 billion. Some of this 
increase was generally explained as the result of de-obligations of 
legally questionable obligations, contract cancellations, lag, ete. It 
would seem, however, with the more stabilized procurement program 
made possible during the past two years, when we have not been 
actively engaged in a shooting war, that more accurate estimates of 
obligations could be produced. Testimony indicated that a $4 to 
$5 hillion unobligated carryover would be adequate to finance those 
related fiscal year requirements which cannot be obligated for in that 
fiscal year. It is hoped that the fiscal years 1957 and 1958 presenta- 
tions will reflect decreasing carryovers. 


No-Yerar Funps 


_ For years the Congress has included in appropriation bills, individual 
items of mene riation extending beyond the normal one-year avail- 
his h 


ability. as proved feasible and made for more orderly and 
economical procurement processes. However, as a result of interroga- 
tion, the Committee was somewhat surprised by testimony to the 
effect that if the Department did not have no-year funds in large 
appropriations, such as aircraft and related procurement, that con- 
tracts involving bad buys or overprocurement would in all probability 
not be cancelled, as reason and efficient management would dicts :e, 
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but that delivery would be taken, because annual funds would under 
these circumstances revert to the Treasury. 

The Committee hopes that this practice would be the rare exception 
rather than the rule. However, any exception would be indefensible 
and the Committee calls this matter to the attention of the Bureau 
of the Budget and the General Accounting Office. 

It is fully recognized that certain major procurement programs of the 
Department are so constituted as to make it mnpenetla or certainly 
impractical to obligate all of the funds provided for a given fiscal year, 
The present concept of budgeting for military requirements by pre- 
senting to the Committee in the initial request the total costs of a 
given major procurement item or program, while resulting in larger 
unobligated balances at the end of each fiscal year, does not mean 
excess funding. This policy gives the Committee and the Congress 
a more accurate cost of the total program for which funds are re- 
quested. In the case of aircraft, for example, the eventual total cost 
for a number of a particular airplane, including spare parts, elec- 
tronics, etc., is budgeted, whereas only a substantial portion but not 
all of the total appropriation may be obligated during the fiscal year, 
The total estimated cost of an aircraft carrier will be budgeted in 
one fiscal year, but all funds cannot be obligated during that fiscal 
year. In each of the instances cited an appropriation to cover the 
entire costs is advantageous for programming and actual contracting. 
Obligations, depending on the item, must of necessity be phased over 
a period of two to four or even more years. 

It is generally understood that funds so appropriated and carried 
over into succeeding fiscal years are merely what might be termed 
“letters of credit’’ and in no way affect the cash position of the United 
States Treasury until they are actually expended for services per- 
formed or equipment delivered. 

The tabulation appearing on page 78 of the hearings shows the 
general types of long-lead-time items for which carry-overs into each 
succeeding year are necessary. 

However, the Committee requests that in the future all unobligated 
funds budgeted to extend beyond the fiscal year under consideration, 
whether programed or not, be explained in detail from a requirement 
and obligation standpoint and that such explanation be made a prom- 
inent part of the written justification for the item of appropriation 
involved. 

Funps AVAILABLE FOR EXPENDITURE 


The total expenditure availability and actual or estimated expendi- 
tures for fiscal years 1954, 1955, and 1956 is given below. Amounts 
are exclusive of military public works. 


{Millions of dollars} 





Unex- New 
Fiseal year pended availa- 
carryover bility 


Transfers Total Expendi- 
(net) available tures 





BORA, fil cocndcebedinsekiedmawnasunaedint 1 §7,113 34, 266 174 91, 206 38, 648 
1955 (estimate) 1§1, 495 28, 820 13 80, 328 33, 476 
1956 (estimate) 1 43, 162 31, 499 —16 74, 645 ®) 




















1 Excludes amounts which lapse. 

2 Department of Defense estimate, $33,353 million ($35,200 million with Public Works). Budget estimate, 
$34,000 million, including Public Works. Expenditures will be reduced by an indeterminable amount a 
8 result of the Committee reduction of $744,609,000, 
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ProcurEMENT ConrTROLS 


With approximately 55 percent of the total Federal expenditure 
budget for fiscal year 1956 being chargeable to the Department of 
Defense and something over 46 percent of total estimated expendi- 
tures of the Department being allocated to procurement, there is 
brought into focus the tremendous importance of military procurement 
activities. In terms of aa the Department expects to spend 
approximately $15 billion for this general purpose during the ensuing 
fiscal year. 

Once the size of our armed forces is determined there is relatively no 
opportunity to effectuate savings in the pay and allowances for that 
force. Somewhat greater opportunities for economical operations 
exist in other items incident to the maintenance and housing of that 
force. Consequently, the largest area of savings lies in the field of pro- 
curement, be it pins, planes, or aircraft carriers. There are, of course 
many facets of the procurement process, either one of which if ignore 
will result in waste. In the opinion of the Committee the following 
are of significance: (1) buying only what is determined to be needed; 
(2) buying only in quantities needed; (3) buying new equipment only 
after thorough testing; (4) having due regard for necessity to phase 
out present type nna for new equipment; (5) maintainin 
effective controls and audits over all procurement processes; and (6 
developing and retaining experienced procurement personnel. 

This Committee through its hearings and investigations has been 
undertaking to keep in close touch with procurement and contractin 
procedures of the Department for many years. Improvements an 
economies have been urged upon defense officials. Some progress 
has been made but much yet remains to be done and the Committee 
insists again on greater economy and better management in this field. 

The matter of obsolescence is of particular concern to the Com- 
mittee. The cost to the Government of this factor over the past 
several years has been in the billions of dollars, and while much of 
this cannot be avoided, the magnitude of the item is such that more 
careful buying can result in tremendous savings. Secretary Talbott 
of the Air Force states that ‘“‘we are obsolete before our production 
lines are finished.”” Obviously, airplane procurement is an area where 
the greatest percentages of obsolescence exist, and the Committee 
is not critical of this condition. It cannot be avoided, but it can and 
should be minimized wherever that factor is present in items to be 
procured. 

The Committee has directed and there is now in progress an in- 
vestigation of procurement procedures and controls within the 
Department of Defense. It is expected that this investigation will 
result in the development by the Services of increasingly uniform 
procanemens patterns for more effective controls by responsible 

epartmental officials and for clearer presentations of procurement 
requirements to the Committee and to the Congress. 

The spares and spare parts situation has been especially troublesome 
and the Committee will between now and January 1956, conduct an 
investigation into the matter so that it may be informed as to controls 
involving both purchase and issuance and current funding procedures. 
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REPROGRAMMING OF FuNDs 


During the course of the hearings the Committee was apprised of 
numerous so-called reprograramings of funds previously appropriaicd 
on the basis of specific justifications and representations made to the 
Committee. Simply stated, reprogrammings represent diversion of 
funds from the original purpose for which justified, They are effectu- 
ated for a variety of reasons, such as unforeseen requirements, changes 
in operating conditions, incorrect price estimates, wage rate adjust- 
ments, legislation enacted subsequent to appropriation action, and 
the like. Some reprogrammings are relatively minor while others are 
substantial and far reaching in scope and effect. Each appropriation 
as set out in the Department of Defense bill tends to place primary 
emphasis on the broad program areas embraced by the appropriation, 
thus appearing on the surface to relegate to the status of secondary 
importance the several budgetary breakdowns which go to make up 
the total. However, the budget estimate for each item of appropria- 
tion depends for its accuracy on the underlying components—projects 
and costs which make up the total. 

Under the existing budgetary processes these activity and project 
breakdowns are made somewhat in advance of their consideration by 
the Committee and even more in advance of the fiscal year to whic 
they pertain. Consequently, some variations are inevitable. It is 
recognized that there will always be some unforeseen changes in 
operating conditions and circumstances in the interval between the 
making of the est!mates and the justification before the Committee 
and the actual obligation and expenditure of the funds. There is 
generally a lapse of eighteen months between the time the budget is 
prepared and the end of a given fiscal year. Rigid adherence to the 
budget activity and budget breakdowns might unduly jeopardize 
effective accomplishment of the planned prograin in the most business- 
like and economical manner. 

On the other hand, a lessened requirement in one category of cost 
does not imply either the right or the need to correspondingly increase 
some other category of cost embraced by the appropriation. More- 
over, it has never been, nor is it the intention of the Committee at 
this time, to permit the military departments to have unrescricted 
freedom in reprogramming or shifting funds from one category or 
purpose to another without prior notification or consent of the Com- 
mittee. Therefore, in the matter of reallocating amounts within 
appropriations, the Committee will continue to insist, as an added 
means of maintaining control over the use of funds, that the Depart- 
ments and officials having expenditure jurisdiction keep faith with 
the Committee and the Congress by respecting the integrity of the 
justifications presented in support of the budget requests. 

The current practice of the Services in advising the Committee of 
major reprogrammings both by way of specific request for prior 
approval and notification for informational purposes, depending on 
the nature of the change, must be continued. In addition, however, 
it is requested that by January 15 of each year, the Department 
submit to the Committee a detailed tabulation of all reprogramming 
of funds effected between July 1 and December 31, and that a similar 
tabulation be submitted by July 31 for the remainder of the fiscal 
year. The form and content of this report should be worked out 
with the staff of the Committee. 
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Workine Capirat Funps 


The application of stock and industrial fund principles to certain 
operation of the Department is a matter of great interest to the 
Committee. Although this practice was to a limited degree initiated 
many years ago, the current trend toward an accelerated extension in 
the application of these type funds to a great number of varied 
activities of the Department makes the Committee feel that a closer 
and continuing review of these operations by the Congress is necessary. 
The Committee is not debating the question of advantages or dis- 
advantages of this type funding in certain of the military operations, 
but it is interested in the proper application of appropriated funds 
whether they be derived by direct appropriation or by the acquisition 
of unexpended balances of funds previously appropriated. 

Section 405 of the National Security Act Amendments of 1949 
provided authority until December 31, 1954, for transfers of 
unexpended balances to stock and industrial funds operations. On 
December 22, 1954 there was so approved for transfer a total of 
$1,119 million. Both Committee hearings and investigations disclosed 
that the Services had definite plans for only a lesser portion of these 
funds. Plans for the application of the balance of funds were either 
tentative or nonexistent. In the light of these developments it is 
requested that no further application of the currently available funds 
be made to stock and industrial operations unless such application has 
the prior approval of this Committee. Further, it is requested that 
appropriation justifications for fiscal year 1957 and each succeeding 
year contain adequate explanation of all proposed plans and programs 
of stock and industrial operations. 


Tue Bupcer anp AccountinG Recorps 


The Committee has become increasingly annoyed over the dis- 
parities, inconsistencies, and apparent contradications between the 
Budget Document and financial reports of the Department of Defense. 
Every year it has become necessary to reconcile or attempt to reconcile 
the amounts shown in the Budget with amounts contained in reports 
of the Department, which reports, it is understood are maintained in 
accordance with accounting procedures and instructions prescribed by 
the General Accounting Office, Treasury Department, and the Bu- 
reau of the Budget. The annual Budget Document appears to adjuse 
the amounts recorded in prescribed accounts in such manner as to 
make it extremely difficult for the Committee to recognize what 
purports to be the same financial data periodically received from 
the Department. 

The Committee is not familiar with all of the reasons for these 
discrepancies, but understands that the following are the most sig- 
nificant: (1) advances of working funds by one agency to another are 
treated differently by the Department and the Bureau of the Budget; 
(2) differing interpretations of what constitutes a “reappropriation”; 
and (3) diftceing methods of recording recoveries of prior year ob- 
ligations. 
_ The Committee feels that not only good management, but Congres- 
sional requirements as well, demand that budgeting and accounting 
be on the same basis. There is no valid reason for them to be other- 
wise. It is directed, therefore, that action be taken immediately by 
the General Accounting Office, Bureau of the Budget, Treasury 
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Department, and the Department of Defense, either to modify existing 
accounting instructions and practices or to change budgetary instruc- 
tions and procedures so that the annual Budget may be submitted 
to the Congress on a basis consistent with the official accounts and 
reports. It is further directed that these actions be taken in time 
to be reflected in the Budget and accounting records for fiscal year 
1957. 
Miuitary PERSONNEL 


The following tabulation shows the current and projected personnel 
strengths for each of the four services for both fiscal years 1955 and 
1956. The projected end strength figure as of the end of fiscal year 
1956 includes the increased personnel approved after submission of 
the annual printed Budget. This added personnel is as follows: 
Army, 25,000; Navy, 7,000; Marine Corps, 3,000. In addition, the 
Committee is recommending the commissioning of 4,400 ROTC 
officers scheduled to graduate during the fiscal year in the event they 
cannot be assimilated under the proposed Reserve plan now pendin 
in the Congress. It will be noted that the actual or estimated om 
strengths for 3 fiscal years are as follows: 1954 (actual), 3,302,100; 
1955 (estimated), 2,961,300; 1956 (estimated), 2,859,000. 


Military personnel strengths 
{In thousands] 





Actual Projected 





End strength End strength Average strengths 





June 30, 1955 Fiseal year 1955 








Ap- Revised’ 
proved —" in fiscal) 
in fiscal 

year 

1955 
funding 


| 
Dee. 31, Current 
1954 - 




















Type of personnel: | 
a nicninidcnsaaninin 353.8) 350.8) 360.7) 354.3) 355.9! 347.3) 353.5) 353. 4) 
Enlisted 2,931.2) 2,813.7) 2,671.5) 2, 580.3) 2,590.9 2,497.2) 2,793.7) 2,812.6 


3, 285.0, 3,164.5! 3,032.2) 2,934.6) 2,946.8! 2, 844.5) 3, 147.2) 3, 166.0. 
17.1| 16.0) 14.4) 14.5) 14.5} 1.5} 16.9) 16.8} 


3, 302.1) 3,180.5) 3,046.6! 2,949.1) 2,961.3 2,859.0! 3, 164.1) 3,182 8 




















Total personnel by Service: | 
Army, excluding cadets_} 1, 403. 0) 
C 1.6| 


1, 323.8) 1,170.7] 1,100.0) 1,112.2) 1,025.0, 1, 202.7| 1, 311.5) 
15. 2G.) -4@: Ma” 38 8a. 88 





Total, Army..........| 1,404.6) 1,326.0) 1,172.7) 1,101.8 '1,114.0) 1,027. 0) 1, 295. 0} 1, 313. 7| 
Navy, excluding mid | j 
shipmen and Naval 
Aviation: 
719. 3) 
3. 5} 
NAVCADS........ 2.9 


Total, Navy 725. 7; 
Marine Corps 223. 9) 


Air Force, excluding Avia 
tion and Air Academy 
Cad 


e 
Aviation Cadets 
Air Academy Cadets_...... 


Total. Air Force . ; | 0) 0) 75.0) 





10S 





692. 2) 
217.0! 


BE | woc08 
eo 





28 




















4 Planned fisca' year 1955 end strength. but in any event not to exceed a maximum 0! 1,125,000, 
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The Committee is encouraged at the continually declining ratio of 
nonoperating forces. ‘This percentage has been reduced from 42 in 
1954 to 38 for 1955 and projected to 37 in 1956. While some of this 
reduction may be attributed to the natural sequence of the previous 
rapid build-up, much of it is the result of emphasis, endorsed by this 
Committee, of utilizing civilian personnel wherever possible. The 
proper utilization of military personnel is vital both from the stand- 
point of morale and economy and it is hoped that all three military 
departments will continue to periodically review their tables of organi- 
zation with the view of eliminating unneeded spaces and to otherwise 
place personnel where it can be most effective. 


REENLISTMENTS 


The subject of reenlistments has always been of especial interest to’ 
the Committee because the ratio provides a rather accurate indica- 
tion of the morale of troops and efficiency of operations in the military 
establishments. Furthermore, the cost per man of a two to four year 
turnover of personnel undoubtedly exceeds the cost in any civilian 
operation. It was testified that it costs an average of $3,200 to train 
a private in either one of the Services, considerably more to train a 
man in the handling of technical equipment, and approximately 
$120,000 to train a jet pilot. On the basis of the current estimate of 
1,000,000 men becoming eligible for separation during the ensuing 
fiscal year, even at an average training cost of $5,000 per man, the 
total cost of turnover could be in the neighborhood of $5 billion. It 
becomes obvious, therefore, that even a small percentage increase in 
reenlistment rates will result in tremendous savings. 

Making the Services attractive as a career is the responsibility 
primarily of the Services themselves and of the Department of 
Defense. In the first place, the Congress, by and large, legislates on 
the basis of recommendations of the Department. 

Secondly, the Department, through administrative action, can do a 
great deal to maintain a high degree of morale and otherwise make 
service attractive. The Committee is not convinced that the depart- 
ment has been sufficiently alert in this regard. Jt would seem that 
more can be done with respect to unit training, unit rotation (just 
recently begun), less frequent changes of permanent station, and 
assigning personnel to billets for which best qualified. 

In further connection with the frequent changes of permanent 
station, a subject discussed in appropriations hearings for a number of 
years, the Committee has imposed a general reduction of 5 percent in 
funds requested for the travel of individuals and movement of house- 
hold effects. If there is not a substantial improvement in this matter 
by the time the fiscal year 1957 estimates are considered the Com- 
mittee will consider placing a specific limitation on this type expendi- 
ture. The Committee is ordering an investigation of this particular 
matter in the interest of both morale and economy. 

There is given below, for the information of the House, reenlist- 
ments rates for each of the three services—actual for 1954 and esti- 
mated for 1955 and 1956. 
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Comparison of the total number and percent of military personnel who reenlisted ow 
of the total number eligible 





Estimated 





rats Sr year 
Fiseal year 1955 Fiscal year 1956 





Number | Percent | Number | Percent | Number 








vy 69, 600 94, 400 a 1 100, 500 
Navy 21, 064 > 20, 354 . 31, 532 
Marine Corps. 11, 611 10, 820 “ 17, 204 
Air Force , a 2 96, 486 273, 111 


222, 060 222, 437 























1 The 100,500 shown for fiseal year 1956 includes 12,000 estimated conversions from indefinite to definite 
terms of service. These conversions were not included in oe the percentage shown. 

2 The numbers shown for fiscal year 1955 and fisenal year 1956 include conversions from indefinite to definite 
terms of service as follows: Fiscal year 1955, 36,278 and fiscal year 1956, 9,000. These conversions were 
not included in computing the percentages shown. 


It should be noted in the above table that estimated reenlistments 
for 1956, although in each instance reflecting an increase over 1955, 
are, insofar as Navy and Air Force is concerned, still somewhat below 
1954. This is particularly disturbing in the Air Force which expects 
to lose approximately 1,240 pilots during the current fiscal year and 
1,790 during 1956. It is not yet known what the effect will be of 
recently enacted legislation on reenlistment bonuses and increased 

ay on the reenlistments of pilots, but the matter must continue to 
ave the most serious consideration of the Department and the 
Congress. 

CivimiaNn PERSONNEL 


Total civilian employment of the Department of Defense, including 
both salaried and wage board employees, is reported at 1,182,344 as of 
February 28. Of this total approximately 1,144,000 are chargeable to 
appropriations for military functions, the remainder being paid out of 
funds appropriated for Army civil functions and the mutual defense 
military program. It is estimated that the total of 1,182,344 will 
decrease to approximately 1,181,000 as of June 30, 1955 and 1,171,000 
as of June 30, 1956. Graded employees falling under the legislative 
ceiling limitations of 475,000 totalled 455,157 as of January 31. 

Information furnished the Committee indicates a continuing in- 
crease in the percentage and cost of overtime pay with an estimated 
cost of $108,741,000 for fiscal year 1956. While legitimate overtime 
costs are proper and should be paid it is an item that could be subject 
to abuse and should be kept under complete control through regula- 
tions and supervision. 

MIscELLANEOUS 


It is the feeling of the Committee that more careful consideration 
should be given to the establishment of bombing ranges or similar 
military installations so as to least affect local economy. Instances 
have come to the attention of the Committee where local economies 
have been adversely affected without compensating economic bene- 
fits, and when other nearby areas would have served equally well 
without adverse effects on the local economy. 

The matter of fees and charges being made for certificates in lieu 
of discharges and other service records of former servicemen was dis- 
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cussed at considerable length, both during and after the hearings. It 
is the sense of the Committee that former servicemen upon request 
should be provided free of charge one certificate in lieu of discharge. 
However, it is felt that this matter can be best handled administra- 
tively with the Bureau of the Budget which issued the basic regu!a- 
tions implementing Title V of Public Law 137, 82d Congress. Some 
relief and clarification in this matter is recommended and if a solution 
is not reached administratively, then further discussion of the subject 
with the Committee is invited. 

Another rather serious condition which has come to the attention 
of the Committee is that of housing military offenders. Information 
indicates that an increasing number of the more serious offenders are 
being placed in disciplinary barracks with offenders guilty of minor 
misdemeanors because of the presently overcrowded Federal peni- 
tentiaries in which serious offenders were formerly confined. This 
matter should be viven the most serious study by all concerned with 
the view of rectifying this undesirable situation. 

In the hearings and other meetings of the Committee, the question 
of placement of defense business in areas in economic distress was 
discussed. ‘The bill (p. 47) carries the following provision: 

Provided further, That no funds herein appropriated shall be used for the pay- 
ment of a price differential on contracts hereafter made for the purpose of relieving 
economic dislocations 

This is the language that was agreed upon two years ago in the 
conference on the Defense appropriation bill for 1954. It was 
repeated in the law for 1955. The Committee feels that within the 
linitations of the language above quoted and other applicable law, 
the Department of Defense wherever reasonably possible should 
undertake to be of assistance to areas suffering from chronic unem- 
ployment. There are in existence numerous directives and regula- 
tions bearing on this important matter and the Committee feels that 
the Department should give strict adherence to them within the 
framework of the applicable laws and requests the Secretary to see 
that this is accomplished. 


GENERAL PROVISIONS 


The following comments are in explanation with respect to several 
general provisions contained under Title VI of the bill: 

Section 602 permits payments in advance for certain items of 
expense in foreign countries when required by law or custom, and for 
the payment of tuition. This is made permanent law. 

Section 604, relating to military personnel detailed for duty with 
other agencies, has been in the bill for many years and is made 
permanent law. 

Section 609 increases the average cost of schooling for dependents 
of military and civilian personnel from $235 to $240 per annum. 
While no reductions have been effected as a result of reducing this 
cost from the $250 requested, it is expected that resultant savings, 
not offset by a possible increase in the number of students, will be 
placed in reserve and not applied to other purposes. The $240 figure 
is not & maximum as to any one dependent, but rather is an average 
per student. Payments with respect to schools operated by agencies 
of the Federal government should be on the same basis as other 
schools involved. 
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Section 614, prohibiting the use of appropriated funds for supplying 
dishes, glassware, etc., for use in quarters of officers ashore, is made 
permanent law. This item has been in the bill for many years and 
is implemented by regulations of the Department. 

Section 623, limiting the use of funds for payment of tuition for 
legal training, is the same as carried in the current Act. The com- 
mittee does not feel that all avenues of approach to the solution 
of the problem have been sufficiently explored. It is suggested the 
consideration be given to seeking legislative sanction for recruiting 
lawyers in a manner similar to the present recruitment of doctors 
and dentists. 

Section 626, relating to the use of foreign currencies derived under 
mutual defense agreements or occupational costs, is retained in the 
present form in view of the probability that the ensuing fiscal year 
will be the last under present arrangements. 

Section 635: This is a new section in the bill and permits the use of 
funds appropriated for rental allowances for leasing of quarters in 
foreign countries constructed under the rental guarantee program of 
the Department. 

Section 636, requested by the Department and informally approved 
by the Bureau of the Budget, permits the use of funds to furnish 
other than public quarters outside continental United States or in 
Alaska. It was testified that substantial savings would accrue to 
the government in materially reducing the cost of two-way shipment 
of privately owned household effects. A similar provision is con- 
tained in the Foreign Service Act of 1946. 

Section 638, is a new provision intended to control costs covering 
the transfer of major permanent facilities of the Department of 
Defense. Some of the transfers made in the past have involved 
considerable sums of money and the Committee desires that in the 
future such sums as are involved in proposed transfers of major 
facilities be justified in the usual manner. 

Section 639: Attention of the Committee has on a number of occa- 
sions been directed toward plans within the Department of Defense 
for the disposal or transfer by contract or otherwise to contract opera- 
tions of the work traditionally performed by civilian personnel of the 
Department of Defense. The Committee recognizes that there may 
be circumstances which make a contract operation more desirable than 
continuations of work by civilian personnel within the Department. 
In some instances, this, however, represents a radical departure from 
established custom and it is ac ie that contract operations could, 
if carried to extremes result in a loss of trained personnel and know-how 
within the departments with the dispersal of tools and facilities and 
result in an actually greater cost to the Government over a period of 
years. Particularly would this be true in the event of a sudden emer- 
gency which would require rapid expansion of ‘on-base’’ activities. 
The Committee has no desire to hamper legitimate transferal of govern- 
ment activities to private business where it can properly be shown that 
this is economically sound and that the related services can be per- 
formed by contract without danger to national security. In view, 
however, of the Government’s great investment in its own shops and 
facilities and the know-how of its civilian personnel and because of 
this Committee’s responsibility in the matter of appropriations it is 
felt that a justification of transfers before the appropriate com- 
mittees of Congress is proper before the transfers take place. 
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TITLE I 
OFFICE OF THE SECRETARY OF DEFENSE 


Salaries and Expenses.—The budget estimate of $12,250,000 is 
approved in the amount of $12,000,000, a reduction of $250,000. 
Although the current rate of obligation on an annual basis exceeds 
by a very small margin the amount recommended, it is believed that 
the general leveling off of total appropriations for defense should 
reduce somewhat the activities in the Office of the Secretary. 

Office of Public Information.—The bill includes $400,000 for this 
activity, a reduction of $100,000 below both the estimate and the 
current appropriation. Since all press releases channel from the 
Services to the Press Branch of the Office of Public Information, the 
recent request of the Secretary looking toward a reduction in public 
information personnel of the Services should result in lesser require- 
ments of the central office. Furthermore, the rate of obligation nec- 
essary to even carry out the current program is approximately $420,- 
000 annually. The Committee was concerned over the inadequacy 
of control by this office of informational activities throughout the 
Department which, it would seem, should be one of the principal 
responsibilities of a central office. Another criticism is the rather 
comprehensive interpretation which has been placed by the Office on 
what constitutes public relations and public information activities. 
The Office, it would seem, should concentrate on the broader aspects 
of keeping the country informed of the Department’s activities while 
at the same time providing and enforcing strict rules for the guarding 
of our military secrets. ‘Too much information has been released which 
is of no benefit to the American public but which is of tremendous value 
to our opponents. 
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TITLE II 
INTERSERVICE ACTIVITIES 


Included under this general head are the following activities, 
applying to the Department of Defense generally: (1) claims, (2) 
retired pay, (3) contingencies, (4) emergency fund, (5) reserve tools 
and facilities, and (6) Court of Military Appeals. 

Requests for claims and retired pay are approved in the respective 
budgeted amounts of $11,930,000 and $495,000,000. The latter 
amount includes $55,000,000 contained in House Doc. No. 145 repre- 
senting increased costs under the recently enacted military pay law. 

The contingency fund is approved in the amount of $40,000,000, 
as budgeted. ‘his fund is to meet costs of emergency and extraor- 
dinary conditions involving national security and is under the 
direct control of the Secretary of Defense. The emergency fund, used 
principally to supplement regular research appropriations for special 
and unforeseen items of research and development, is approved in the 
amount of $25,000,000, a reduction of $10,000,000 in the estimates. 
Expenditure history of this item over the past several years indicates 
adequacy of the amount approved. 

The full amount of the request, $100,000,000, is recommended for 
reserve tools and facilities. The fund is used for the purchase for 
mobilization purposes specialized tools and production equipment of 
long-lead-time character. All of the funds previously provided for 
this purpose are reported as obligated. The currently determined 
program will involve approximately $400,000,000. 

The amount of $320,000 requested for the Court of Military Appeals 
isapproved. This court serves as a court of last resort for all the more 
serious court-martial convictions of military personnel. The number 
of cases docketed has remained rather constant during the past two or 
three years and closely relate to the annual appropriations approved 
for the purpose. 
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TITLE III 
DEPARTMENT OF THE ARMY 


SUBCOMMITTEE 


ROBERT L, F. SIKES, Florida, Chairman 


JOHN J. RILEY, South Carolina GERALD R. FORD, Jr.. Michigan 
DANIEL J. FLOOD, Pennsylvania EDWARD T. MILLER, Maryland 


GENERAL STATEMENT 


The appropriation requests tor the Department of the Army for the 
fiscal year 1956 total $7,573,980,000. Included in this figure is a 
supplemental request, contained in H. Doc. 145, amounting to 
$284,980,000 to cover costs of the Career Incentive Act of 1955 in 
the sum of $200,598,000 and increases in end-strength authorizations 
for $84,382,000. 

The Committee recommends appropriations totaling $7,329,818,000, 
a reduction of $244,162,000 below the budget estimates, and 
$289,248 986 under the current vear appropriation. This latter reduc- 
tion does not reflect transfer authority of $150,000,000 in the Second 
Supplemental Appropriation Act, 1955. 

The reduction below the budget estimates has been effected in. the 
following manner, the details of which will be outlined later in the 
report under the appropriate activities. Action by the Committee 
in removing the requirement for Deutschemark contribution equiva- 
lent appropriations has made possible a downward adjustment of 
$224,626,000. Other reductions made total $20,504,000. Adjust- 
ments suggested by the Department during the course of the hear- 
ings amount to a net increase of $868,000. Within the Military Per- 
sonnel appropriation reductions of $7,158,000 were made, iaihidine 
$5,953,000 of Deutschemark equivalent funds. This amount has 
been left in the appropriation to be applied against costs incurred in 
bringing additional ROTC graduates to active duty. 

In addition to the above reductions excess cash in the amount of 
$700,000,000 has been recommended for rescission from the Army 
Stock Fund for return to the Treasury. 

It was testified that the estimated value of assistance or support 
to be furnished other services in the fiscal year 1956, without reim- 
bursement, is approximately $370,000,000, thus such monies as are 
utilized in the support of other services result in a correspondin 
decrease in amounts appropriated for the needs of the Army itself. 
This figure is not supported by detailed accounting records, being 
only a statistical approximation. It is recognized that the Navy, to 
some extent, and the Air Force, to a lesser degree, are engaged in 
similar cross-servicing activities. A constant check should be kept 
on these programs to be sure that they are in balance and not dupli- 
cated in any way within the other services. 
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Muuirary PerRsoNNEL STRENGTHS 


The revised budget estimates are based on military personne] 
strengths as set out in the tabulation below. These changes in 
strengths were made after the budget had gone to print, however 
justifications presented to the Congress were on the basis of these 
revised figures. The formal document transmitting the amendment 
to the Budget, H. Doc. 145, reflects a dollar increase of $84,382,000 
over the original estimate for this purpose. 


{In thousands} 





Actual strength Projected strength 





June 30, 1955 Average strength 








Current 
esti- . 


mate - 
basis * 


June 30. 
1956 Fiscal Fiscal 
year year 
1955 1956 


Original 
1955 act 
basis 








128, 2 125.0 126.3 121.8 113. 4 125. 0 118.5 
1,274.8) 1,198.8] 1,044.4 990. 4 911.6) 1,186.5 969. 3 


1,403.0 | 1,323.8| 1,170.7] 11122] 1,025.0| 1,311.5] 1,087.8 
1.6 22 | 20 L8 20 22 24 
1, 404.6 1, 326.0 | 1,172.7 1,140 | 1,027.0 | 1,313.7} 1,090.2 



































1 Planned fiscal year 1955 end strength, but in any event not to exceed a maximum of 1,125,000, 
Basis ror THE ArMy BupDGET 


The concepts on which the Army Budget is based are well sum- 


_Marized in the statements of the Secretary of the Army and the Chief 


of Staff before the Committee on February 7 and 8, 1955, excerpts of 
which follow. 
Secretary Stevens in his opening statement said: 


In carrying out these policies I look upon the Army as one vital element of an 
integrated defense team—a team composed of Army, Naval, Marine, and Air 
Forces. The Army’s role is part of a consolidated, balanced effort which has 
been determined as both necessary and sufficient to meet the country’s antici- 

ated defense needs. Factors which were taken into account in arriving at these 
orces are set forth in the President’s letter to Secretary Wilson on January 5, 
1955. Briefly stated these are: 

Placing “growing reliance upon the forces now being built and strengthened in 
many areas of the free world” to meet local aggression. 

Tailoring ‘‘the number of active troops to be maintained in view of the practical 
considerations limiting rapid deployment of large military forces from the con- 

,tinental United States immediately on the outbreak of war.” 

“Improving our reserve programs,” as they will “help greatly—in fact might 
— the decisive margin—during the initial period following a possible future 

‘ attack.’ 

“Design our forces so as to assure steadily increasing efficiency, in step with 
scientific advances,” with sufficient “stability” not to be “materially disturbed 
by every propaganda effort of unfriendly nations.” 

Stabilize defense demands upon the national economy and maintain them at 
level required for the ‘‘minimum defensive structure that should be supported by 
the Nation.” 

Changes in the world situation will require continuous surveillance of our 
integrated force plans and frequent adjustments within and between the services. 
Since these adjustments will involve both questions of structure as well as mis 
sion, it is difficult to predict what the composition of our total force or our indi- 
vidual service forces should be at any particular future time. The force levels 
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for the Army which have been presented to you by Secretary Wilson therefure 
represent the considered part that the Army will take in the gearing of our united 
and integrated defense efforts to what might be termed the “long pull’ concept. 


At another point the Secretary said: 


* * * you will recall that the President, when he asked for the resolution in 
respect to the situation in Formosa and the offshore islands, said that ‘“Conse- 
quently, my recommendations do not call for an increase in the Armed Forces 
of the United States or any acceleration in military procurement or levels of 
defense production. If any unforeseen emergency arises requiring any change 
I will communicate with the Congress. I hope, however, that the effect of the 
resolution will be to calm the situation rather than to create further conflict.” 

I am sure that is one of the basic philosophies of how this program was worked 
out. 


General Ridgway, Chief of Staff of the Army, in discussing varia- 
tions in division strength made the following statement: 


* * * It is my opinion that we should never maintain a unit in a potential 
combat area, such as Korea and Germany, where they can be engaged in combat 
with very little warning, at less than 100 percent, full strength. We owe that 
to the men whose lives are in jeopardy. 

Back in the continental United States there can be a certain percentage accepted 
as a reasonable risk below full strength, I think, sir, in some units. 


The Chief of Staff further stated, with reference to the adequacy 
of manpower provided by the 1956 Budget: 


Well, the manpower that the budget provides, sir, is in large part the active 
manpower; that is, the manpower in the forces in being. Those forces, of course, 
are adequate to do no more than initiate the action in case of a general war, sir, 
and would require very strong and as rapid reenforcement as is possible. 

That question really brings me back to the statement I tried to emphasize in 
my prepared statement; namely, that for this first critical phase of an all-out 
war, the Army forces we commit to action must be those forces which are in 
being on D-day. There is not time within that period—assuming that period 
to be a matter of months, the first critical phase of the war—to bring in these 


units of divisional size and get them up to an acceptable training level for com- 
mitment to action. 


As to the joint capabilities of the Defense establishment he stated: 
I think the Army’s capabilities will limit the overall joint capability. 


The continued reduction in the size of the Army is viewed with 
misgiving because of continued Communist threats to world peace and 
because of violent unrest in many parts of the world. General Ridg- 
way’s testimony stated specifically: 


The increased weapons capabilities which exist today have dictated the develop- 
ment of revised tactics and combat organization. The Army is, in fact, engaged 
in a program of intensive studies and field tests to determine the changes which 
our basic doctrine may require. 

In order to minimize the effectiveness of enemy use of mass destruction weapons 
against our forces, dispersion must be a dominant consideration in our tactics 
and organization, It must be dispersion both laterally and in depth. We must 
be capable of rapidly concentrating our dispersed forces, of striking hard, and of 
rapidly dispersing again. This necessity places a premium upon the development 
of ever improved communications and mobility, as well as ever finer leadership 
in junior oloess and noncommissioned officers, which in turn means higher caliber 
personnel. Such mobility will combine rapid physical movement with a flexible 
weapons system, and thus permit the necessary concentration of mass and 
firepower. 

The foregoing likewise gives you an idea of why we continue to predict that 
future war with new weapons may well require more, rather than fewer men, in 
ground operations. 


However, in the light of all the circumstances and in view of other 
testimony, the Committee has accepted the Department of Defense 
recommendation on the size of the Army. 


74008°—57 H. Rept., 84-1, vol. 2 102 
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ComMITTrEE ACTION 


The Committee has given long and exhaustive consideration to the 
programs encompassed by this appropriation for the Department of the 
Army, particularly with a view as to the adequacy of the proposed 
strengths in light of the world situation, buddup of allied forces, 
status of Reserve plan, etc. As stated previously, in consideration of 
the statements of the Secretary and the President, as quoted above, 
the Committee is recommending appropriation of funds substantially 
as submitted for its consideration. In addition recommendation is 
made that $800,000,000 proposed for transfer to other appropriations 
from Procurement and Production remain within that appropriation 
with instructions that it not be spent on the fiscal year 1956 program 
justified to Congress. 

The Chief of Research and Development in his statement before the 
Committee stated: 

Our program is oriented toward the capability of fighting an atomic war and also 

being prepared to fight'a nonatomic war. 
There is some feeling on the part of the Committee that more emphasis 
should be placed on the concept stated above throughout the entire 
program of the Army. Testimony indicated that achievement of 
such capabilities will require more rather than fewer trained personnel 
and it is with this in mind that additional funds have been recom- 
mended for training purposes. 

For the major part the Department’s presentations to the Com- 
mittee this year were clear, concise and ‘helpful. There were instances 
however where witnesses were not fully cognizant of the programs 
they were attempting to present and justify. Continued emphasis 
should be made to improve presentations to the Committee, 


Miuirary PERSONNEL 


For this appropriation, which provides for the pay and allowances, 
clothing, subsistence, the travel of military personnel and _ units 
involved in permanent change of station, and other related expenses, 
the Committee recommends an amount of $3,679,095,000. This is a 
reduction of $9,505,000 below the revised budget estimate of $3,688,- 
600,000 and is $471,384,000 under the amount provided for fiscal 
year 1955. Included in this appropriation are funds for the cadets 
at the Military Academy, and other related personnel expenses such 
as the apprehension of deserters, absentees, interest on soldiers’ 
deposits, and mortgage insurance payments for the new in-service 
home loans. 

The reduction recommended, $9,505,000, is contained in the activity 
“Movements, permanent change of station” and is made on the basis 
that the Army can and must make decided improvements in the field 
of travel and transportation. The Committee has repeatedly for 
several years expressed its concern and directed emphasis to the need 
for stabilization of assignments and a review of its policies with regard 
to packing, crating, and shipping of household goods. The recent 
report of the Commission on Organization of the Executive Branch 
of the Government has been noted and its comments with respect to 
these matters reemphasize the strong feeling of the Committee that 
definite policy decisions must be made to get the matter under control. 
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Due to the reduced manpower ceilings the Department of Defense 
has modified its policy on commissioning ROTC graduates. The 
original policy directed that all graduates be commissioned and ordered 
to active duty within one year of graduation. The modification allows 
phasing into active duty over a period of 24 months for those who 
volunteer to delay entry until fiscal year 1957. Of a total of approx- 
imately 14,655 graduates available, 7,200 will enter as provided in the 
revised strengths, 3,033 have requested delayed entry, leaving an 
excess of 4,422 that should be integrated into the service during fiscal 
year 1956. It is the Committee’s understanding that the Army and 
the Department of Defense are discussing the matter at length and 
authority has been given to place the excess number in the Reserve 
upon approval of the National Reserve Plan. Due to the contingency 
of this legislation, the Committee directs that provision be made for 
the entry of these graduates into the service either in the same manner 
as last year, i. e. placed on active duty in excess of budgeted strength, 
or on enactment of the National Reserve Plan be placed in the Reserve 
in accordance with provisions as are contained in the act as approved. 
It is the Committee’s belief that the additional costs necessitated by 
the adoption of either of these alternatives can be absorbed within the 
amounts recommended for this appropriation. 

In addition to the reduction noted above savings have been effected 
totaling $7,158,000 and it is recommended that they be left within 
the appropriation for application to the additional costs of the ROTC 
graduate program. Of this amount $5,953,000 is for Deutschemark 
equivalent funds no lenger required and $1,205,000 due to a reduction 
in Military Sea Transport Service rates not fully reflected in the 
estimates for the activity “Permanent change of station, movements 
(MSTS) individuals and units.” 

The Army’s new program: for unit rotation of military personnel 
known as “Operation Gyroscope” was presented to the Committee in 
considerable detail. Under this plan divisions and smaller combat 
units in the Continental United States will periodically relieve and 
replace like units in overseas areas. The plan calls for the stabiliza- 
tion of Regular Army enlisted men in units of their own choice and 

ermits shipment of troops and dependents on an organized troop 
asis. It is anticipated that the program will do much to increase 
enlistment and reenlistment rates, improve morale with resultant 
effect on the combat efficiency of the units concerned. The Com- 
mittee heard testimony on the program from all ranks and were 
pleased to note the optimism which attends the entire operation. 


MAINTENANCE AND OPERATIONS 


The amount recommended by the Committee for this appropriation 
is $2,831,019,000, a decrease of $234,112,000 below the 1956 revised 
estimates of $3,065,131,000, and an increase of $35,296,014 over the 
amount provided for fiscal 1955. This increase is due principally 
because the Army has been drawing down stock levels since the end 
of the Korean war and will go on a current consumption basis this 
coming fiscal vear. 

The Maintenance and Operations appropriation contains most of 
the funds for the current operating expenses of the Army other than 
those pay and allowance items contained under Military Personnel. 
The major portion deals with the logistical programs, namely : Supplies 
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and Minor Equipment, Procurement Operations, Supply Distribution 
and Maintenance, Armywide Services, Logistics, Medical Care, 
Industrial Mobilization, Installation Services, and also funds for the 
evaluation system, training, support of the Army’s administrative 
base and certain joint activities with other services. 
_ Within the Committee recommendations are several adjustments 
in the appropriation including additional funds totaling $10,251,000 
to be applied against reductions of $244,363,000, as set out below. 
The Committee has been advised of additional requirements which 
have arisen in connection with the Training program, and if provided 
for in fiscal year 1956 will be of material assistance in fulfilling the 
training mission of the Army. The Committee recommends inclusion 
of these items in the bill in the amount of $7,100,000 for such projects 
within the appropriation as are set out below: 
Army Language School (Project 2224) $1, 200, 000 
(Increased load directed by National Security Council since 
presentation of estimates to Congress.) 
Directed Exercises (Projeet 2251) 2, 000, 000 
(Change in concept since presentation of estimates to Congress 
to pay rental allowance to land owners of areas needed for ma- 
neuver purposes.) 
Troop Tests (Project 2253) 1, 000, 000 
(To allow for an essential and orderly expansion of testing 
activities in the field of electronic warfare, aviation and meteor- 
ology, and battlefield surveillance.) 
Training Aids (Project 2261) 
(For additional radar target simulators, certain marksmanship 
targets, atomic bomb simulators for use in maneuvers.) 


It is the sense of the Committee that the Murphy General Hospital 
in Waltham, Massachusetts, and the Army-Navy Hospital in Hot 
Springs, Arkansas, should remain open and continue to be operated 
and therefore recommends that additional funds in the amount of 
$1,700,000 be applied for this purpose as follows: $600,000 to program 
3300—Medical Care and the balance to programs 3800 and 3900— 
Installation Support Funds. 

An amount of $1,000 is recommended for addition to the $8,000 
appropriation requested by the Inter-American Defense Board. 
Testimony indicated that rising costs have made it increasingly diffi- 
cult for the Board to operate in the manner desirable. In light of 
the emphasis on cooperation with the other nations in this hemisphere 
it is felt that every effort should be made to increase the level of ac- 
tivity above that possible under the current appropriation. 

The revision to give effect to recent MSTS rate reductions which 
were not fully reflected in the budget also included an estimated 
increase of 6 percent in the transportation of petroleum, oils, and 
lubricants amounting to $1,450,000. There was also a reduction of 
$32,000. These adjustments have been made within the amounts 
recommended. 

The reductions to which these additional costs are to be applied 
include $224,626,000 Deutschemark equivalent funds no longer re- 
quired due to action of the Committee elsewhere in the bill. The 
estimates for the activity “Supply Distribution and Maintenance 
(Supply Control Points)” include an amount of $4,000,000 for pur- 
chase by the Ordnance Corps of additional electronic accounting ma- 
chines. ‘Testimony disclosed-that a test machine was to be installed in 
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April and it will not be in actual operation until October. Whether 
or not it will be satisfactory will not be known until possibly late in 
the fiscal year. Also the unit cost of the machines is not yet known. 
The Committee recommends that the money be denied and suggests 
that requests should not be made to the Congress until actual per- 
formance and costs are determined. 

The 1956 budget contained an item of $59,000 for transfer of re- 
mains from the Fort Worden Post Cemetery to Willamette National 
Cemetery. The Department has reappraised its policy and decision 
has been made to keep the cemetery open indefinitely. 

The review of the estimates for the program “Operation of U. S. 
Army Reserve Facilities” disclosed several items that appear to be 
within the scope of reasonably heavy construction programs—such as 
parking facilities, modification of armories to provide classrooms and 
other construction items that should have been included at the time 
the facilities were built. The Committee does not feel that items of 
this type should be placed in the “Operation” appropriation and looks 
with disfavor on the practice of requesting construction funds in this 
manner. Therefore the committee recommends that the amount of 
$1,570,000 within this program be denied. 

In its report last year the Committee directed that money be 
earmarked for the deferred maintenance program. Testimony indi- 
cates that this program has gone along very satisfactorily and that the 
deferred maintenance backlog has been reduced from over $105,000,- 
000 to approximately $50,000,000. The Committee again directs 
that the budget activities under “Installation Support Services 
(Logistics)”’ be reviewed and reduced by the sum of $20,000,000, and 
that amount be earmarked for, and used exclusively for, the deferred 
maintenance program. 

A reduction of $14,076,000 is recommended in the program ‘“Trans- 
portation Activities” on the basis already set forth in the travel item 
under the Military Personnel appropriation. The presentation to the 
Committee was not satisfactory and it is hoped that improvements 
will be made in this area before the next Budget presentation. 


PROCUREMENT AND PRODUCTION 


The Procurement and Production appropriation provides the funds 
for procurement of military equipment and ammunition, and for the 
production facilities which will be required to meet military require- 
ments in event of war. 

No new funds are requested this fiscal year, it being the second 
consecutive year that requirements can be financed from previously 
appropriated funds supplemented by reimbursements. The estimated 
status of funds in the current appropriation, as contained in the printed 
Budget, is set out in the following tabulation: 

{In miilions 

Fiscal year 1956: 
Funds available from prior year 
Recovery of prior-year obligations 
Reimbursements from other accounts 


Funds available in subsequent year 
Offered for transfer to other appropriations 


Balance recommended as working capital beginning fiscal year 1957. 858 
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The Committee does not concur in the proposed transfer of $800 
million to other appropriations, but recommends that this amount be 
left within the appropriation, and directs that these funds shall not 
be spent on the program presented in the fiscal 1956 Budget. In the 
event of emergency the money would be available for such use as 
necessary and as directed by the Committee, otherwise it will be 
applied against requirements for fiscal year 1957. 

Testimony before the Committee by the Deputy Chief of Staff for 
Logistics on March 28, 1955, in connection with this appropriation, 
was given due consideration in making the above recommendation. 
Excerpts from his remarks are as follows: 

If war comes, we plan to fight with allies. Our prospective allies cannot furnish 
all the materiel that will be needed to support the troops we count upon them to 
put in the field. The data shown in the charts refer solely to the requirements 


and capabilities of the United States Army. 
~ » * * ~ * ~ 


The fact is that the reserve stocks and production base of the United States 
Army are, as I have shown the committee, not designed to provide the full 100 
percent computed requirements of the United States Army itself. 


Miuitary Construction, Army Reserve Forces 


The full amount of the budget estimate for Military Construction, 
Army Reserve Forces, $31,611,000 is recommended by the Committee. 
This is an increase of $16,611,000 over the direct appropriation for 
1955, however transfer authority was also granted in the amount of 
$18,000,000 making $33,000,000 available for obligation, thus the 
comparable figure shows a decrease of $1,389,000. This appropriation 

rovides for the acquisition of federally owned facilities for the 
Vational Guard and the Army Reserve and for contributions to State 
funds for the expansion and construction of State-owned National 
Guard facilities. 

The estimates for reserve component construction for the Army 
and the other services exceeds the availability of current authority. 
Legislation passed by the House on April 27, 1955 (H. R. 2107), 
will, when enacted, furnish the necessary authorization for the 
recommendations contained herein. 

The following table sets out the programming of the funds recom- 
mended: 

National Guard armories, 243 projects $19, 278, 000 


National Guard nonarmory facilities, 124 projects...........---- 8, 333, 000 
Army Reserve training centers, 17 projects 4, 000, 000 


31, 611, 000 


It is recommended that language previously carried in the bill 
relieving the States of the 25 percent construction contribution on 
nonarmory facilities be continued with a limitation of $5,000,000, the 
amount of estimated obligations for fiscal 1956. The proviso has 
been expanded to give the same authority to units that have been 
redesignated, converted, or reorganized because of Federal require- 
ments rather than State purposes. 

The committee’s attention has been directed to the practice of 
changing designs and plans after approval and looks with disfavor on 
such action. Attention has also been called to the problems which 
have arisen in connection with space criteria for multiple-unit armories 
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under the National Guard program. Particular reference has been 
made to the long delay within the Department of Defense level in 
establishing criteria, and weaknesses in planning such as no additional 
space for kitchens, toilets, showers, and other facilities in multiple- 
unit armories above that in single-unit armories. It would seem 
obvious that those facilities would be overtaxed on the many occasions 
when all units would be having drill periods at the same time. It is 
suggested that these matters be looked into with a view to improving 
and implementing the program with a greater degree of efficiency and 
economy. 
RESERVE PERSONNEL 


The Committee recommends an amount of $141,589,000 for this 
appropriation. This is a reduction of $391,000 from the revised budget 
estimate of $141,980,000 and an increase of $51,589,000 over the cur- 
rent year appropriation. The reduction was offered by the Depart- 
ment to conform with a budgeted decrease in strength for which no 
corresponding fund decrease had been made and also to reflect a reduc- 
tion in subsistence rates. The revision in the estimate is an increase 
of $11,691,000 to cover costs of the Career Incentive Act during the 
coming year. 

The following tabulation sets forth certain comparative figures re- 
lating to the number of persons in a pay status: 


Reserve personnel, Army 





Number in pay status as of— | Estimated Actual 





160, 000 134, 937 
270, 000 


210, 000 
June 30, 1955. 


June 30, 1956 





1 Revised estimate. 


This appropriation, which provides pay, travel, subsistence, and 
clothing for the Army Reserve and ROTC, includes several increased 
requirements directed toward a strengthened Reserve program. To 
improve combat readiness provision is made for 48 paid inactive-duty 
assemblies for all combat and service support units currently receiving 
only 24 paid assemblies; inactive-duty pay is also provided for 6 days 
of weekend training. Pay for 24 annual assemblies required for 
U. S. Army Reserve school enrollees is included in lieu of the 12 for 
which they are currently receiving pay. Increased participation in 
other training fields is also programmed. 

The Committee is disturbed about the small gains in participatin 
personnel as it has a direct effect on mobilization requirements assigne 
to the Reserve. The number of individuals in pay status as of June 30, 
1955 has been revised down from 195,000 to 178,700. The estimated 
strength for the end of fiscal year 1956 is 219,000 and the Reserve an- 
ticipates it will be attainable. There is question in the minds of the 
Committee as to whether these goals can be met, but with the desire 
to encourage the furtherance of this important program has recom- 
mended allowance of the full amount of the estimate, as adjusted, and 
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sincerely hope that increased emphasis and effort will be made to 
secure increased participation. 

Several matters have been brought to the attention of the Com- 
mittee which raise question that every effort is being made to encour- 
age activity within the Reserve. One of these is the restriction on 
enrollment in U. S. Army Reserve schools by officers who have 
reached the age of 45 years. Serious consideration for a change in 
these regulations should be made and the Committee desires to be 
notified of the decision reached. Another criticism that has reached 
the Committee is the lack of implementation of authority in Army 
regulations permitting weekend drills in lieu of weekly two hour drill 
periods. 

Language has been included in the bill to provide for pay and 
allowances of officers on activy duty under the provisions of section 
252 of the Armed Forces Reserve Act of 1952. This authorization 
provides that each of the Armed Forces shall have officer members 
of its reserve components on active duty with headquarters and 
commands to participate in the preparation and administration of 
policies and regulations affecting their service. Funds in the amount 
of $177,711 are included for the first time in the 1956 Budget estimates. 
The existing language provides only for pay and allowances while on 
active duty, undergoing reserve training or in performance of drills or 
equivalent duty, thus the Committee recommends that this provision 
be included. 

Army Nationat Guarp 


The full amount of the revised budget estimated is recommended 
for the Army National Guard, $308,239,000. This is an increase of 
$89,709,000 over the 1955 appropriation, and will support an increased 
strength, increases in the training programs, technician program, and 
the anti-aircraft defense program. The National Guard envisions a 
strength increase of 50,000 during 1956, from a beginning strength of 
375,000 to a closing strength of 400,000, and an increase in units from 
5,200 to 5,260. Included in the estimate is $13,439,000 submitted 
as a supplemental to cover costs of the Career Incentive Act. 

The following tabulation sets out in detail the strength statistics 
for the last few years: 


Army National Guard strength 









































} j 
}Requested, Approved Atiained Requested Approved Attained 
j 
1953: | 1955: 
Opening..... | 225,000 | 225,000 213, 938 Opening... 325, 000 325, 000 318, 776 
Closing ...... 362, 000 300, 000 255, 887 Biths hy REDO bin cdbacsountoce emia 344, 224 
Average.....| 293, 500 262, 500 234, 912 Closing ...... 375, 000 375,000 | '375,000 
: Average ..... 350, 000 350,000 | | 346, 887 
Opening-.... 265, 000 265, 000 255, 887 || 1956: 
Closing......| 390,000 300, 000 318, 776 Opening..... Po aa ee 
Average....-/ 282, 500 282, 500 287, 331 Closing...... 425, 000 a 
Average. .... 400, 000 
1 Estimated. 


As was indicated in discussing the Reserve appropriation, the Com- 
mittee feels that the estimated increased activity appears to be a little 
over-optimistic, but recommends allowing the full amount in the hope 
that every effort will be made to implement the entire program. 
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Included in this budget is the technician program which provides 
ersonnel for the maintenance and repair of all Federal equipment 
issued to the National Guard. 

Testimony has indicated that from an operating standpoint the anti- 
aircraft defense program, which has been slow in getting underway, 
will be more than tripled during the coming fiscal year. 

The same language has been included in this item as recommended 
in the Riseve Pawan appropriation providing for pay and allow- 
ances for officers on active duty under section 252 of the Armed Forces 
Reserve Act of 1952. 

The presentation to the Committee was not a satisfactory one and 
it was necessary to request that additional information be furnished 
for the record before any action could be taken on the estimates justi- 
fied. Improvement should be made in this area prior to another 
appearance. 

RESEARCH AND DEVELOPMENT 


An amount of $333,000,000, the full budget request for fiscal 1956, 
is recommended by the Committee. This is a decrease of $12,000,000 
below the figure for the current fiscal year. It has been testified that 
this sum of money is designed to continue activities at approximately 
the same level of effort as that pursued during the last two years and 
is adequate to carry on the program. 


NATIONAL BoarRD FOR THE PROMOTION OF RIFLE PRACTICE 


The recommended appropriation for the National Board for the 
Promotion of Rifle Practice is $265,000, an increase of $115,000 over 
the budget estimate of $150,000 and $165,000 greater than that 
appropriated for the current fiscal year. This increase is for the 
purpose of furnishing .22 and .30 caliber ammunition to rifle club 
members in the 12 to 18-age group. Prior to this year supplies have 
been furnished from surplus stocks of World War II ammunition 
which were transferred to the Board. However, this surplus supply 
has been exhausted and testimony indicated the $50,000 increase 
within the budget estimate would not furnish all the ammunition 
needed for these junior members. It is estimated that the $115,000 
allowed by the Committee will enable the Board to furnish the 
necessary ammunition for the ensuing fiscal year. The Committee 
is very much aware of the lack of knowledge and undersianding of 
firearms by the youth of this country today and looks with favor on 
this worthwhile program among the junior groups. 


ALASKA COMMUNICATION SYSTEM 


For necessary expenses for the operation, maintenance, and im- 
provement of the Alaska Communication System the Committee 
recommends an appropriation of $5,000,000 which is $269,000 less 
than the budget estimate for 1956 of $5,269,000 and an increase of 
$765,000 over the 1955 appropriation. The system is operated by the 
Signal Corps to provide communication services throughout the 
Territory of Alaska with the United States and other countries. In 
view of the recent modernization and improvements for which con- 
siderable sums have been appropriated, the Committee does not feel 
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that the substantial increase in funds requested is fully justified as it 
would appear that an improved system should be able to operate with 
greater economy. ‘The sums appropriated should be ample to operate 
the system in an efficient and orderly manner. 


REDUCTION IN APPROPRIATION 


ARMY STOCK FUND 


The Army Stock Fund has again generated excess cash as a result 
of the Army’s living off its “shelf stock” and cutting inventories 
down to peacetime levels. The Committee recommends that the 
amount available in the Army Stock Fund be reduced by $700,000,000 
and that it be covered into the Treasury in the same manner as 
previous recissions from this fund. 
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TITLE IV 
DEPARTMENT OF THE NAVY 


SUBCOMMITTEE 


HARRY R. SHEPPARD, California, Chairman 


W. F. NORRELL, Arkansas RICHARD B. WIGGLESWORTH, Massachusetts 
GEORGE W. ANDREWS, Alabama HAROLD C. OSTERTAG, New York 


Basis or Commitrrere Bi. 


The budget estimates for the Navy and the Marine Corps for 1956 
total $9,180,157,000, including $234,157,000 submitted in H. Doc. 145 
which covers principally the cost of the recently enacted Career 
Incentive Act of 1955. This is a net decrease of $532,666,500 below 
comparable 1955 appropriations of $9,712,823,500. Corresponding 
appropriations for 1954 totaled $9,438,310,000. All amounts are 
exclusive of military public works funds to be considered later. 

The principal areas of change which account for the net budget 
reduction of $532,666,500 are: (1) a large reduction in new funds 
required in 1956 for aircraft procurement due to availability, in that 
year, of an abnormally large unobligated carryover of prior funds re- 
sulting from cancellation of contracts for planes that did not prove 
out and other procurement slippages; (2) a substantial increase in the 
shipbuilding and conversion program; (3) higher costs associated with 
the increased size and complexity of Naval aviation operations; and 
(4) lower military personnel costs due to proposed strength cuts which, 
however, are more than offset by provision for pay increases recently 
granted. 

The basic philosophy and considerations underlying the military 
budget for 1956 are reflected at various points in the printed hearings. 
The Committee deems it desirable to quote selected excerpts from the 
hearings on this point. 

In his statement before the Committee on February 11, 1955, the 
Secretary said (p. 2): 

Barring a situation which would necessitate full or partial mobilization, the 
decision has been made to build our military defenses on the concept of the long 
pull encompassing these essential elements: 

First: We must have a retaliation capability not only to deter war but to over- 
whelm an enemy if he strikes. 

Second: A hard core of land, sea and air forces, flexible and mobile, for localized 
pre ear but of sufficient strength to withstand the initial onslaught of a major 
conflict. 

Third: Sea supremacy. 

Fourth: A continental defense program. 

Fifth: A potent reserve system organized for rapid expansion. 

Sixth: An industrial mobilization base designed for rapid expansion. 

Lastly, research and development to maintain our lead in weapons. 

These are the essential elements of the President’s program and of the naval 
budget I am recommending. It is a budget designed to give the Nation an ade- 
quate and balanced Navy. 
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In response to the question: 


Do you consider, Mr. Secretary, that the Navy’s capabilities under the proposed 
1956 budget will be greater or less or the same as under the 1955 budget? 


the Secretary had this to say (p. 33): 


Secretary Tuomas. Well, I do not think that you can take out 100 ships from 
hg active force in the next year and a half and say that you would have exactly 

e same capability. I think that you have to recognize that. 

I do think this: Those ships we are taking out are of a type that can be reacti- 
vated very fast so the calculated risk in that I think, is not large. I think time 
will have to prove this to a certain extent. 

After Korean operations, when you had the rapid expansion and built up your 
facilities and manning levels and all that, you were inclined to overexpand and 
overman in a period of rapid e: sion when a full-scale war was expected. 

I think within our 317 major installations‘ashore, that by a better management 
job and some eliminations of activities we might find that we do not need —perhaps 
a@ consolidation of some—we can make savings here and there without in any 
way affecting the effectiveness or the combat readiness of our fleet. 


The Chief of Naval Operations was asked the same question. In 
reply, he said in part (p. 33): 


Admiral Carney. In air striking power, as far as technical readiness is con- 
cerned, we will improve our position. We will maintain a level position with 
respect to antisubmarine capabilities insofar as the forces are concerned, but we are 
improving these capabilities by the introduction of some equipment which in tests 
have proven satisfactory, or is an improvement over what we have. 

We will maintain the submarine capability insofar as forces are concerned. 
We will get increased efficiency and effectiveness out of the Nautilus and her 
sisters. 

The mine-warfare capability will be very slightly diminished, but we will main- 
tain substantially the same offensive.and. defensive capabilities in the mine forces. 

The assault lift in the amphibious force will be decreased. We have other lift 
which will be available, but the assault lift will be decreased. 

A certain amount of staying power in the fleet will be lost as the result of the 
removal of some of the auxiliary types. 

That, in effect, is the picture of the principal components of the forces. 

As the Secretary pointed out, and as I mentioned in my statement, we are in- 
creasing the on-site survey business with respect to our Shore Establishment. 
We are looking over every possible saving we can make and still provide the 
logistic support the fleet needs and not reduce the material readiness. We feel the 
material readiness of the forces will be maintained at substantially the same level 
as it has been with respect to overhaul and maintenance. 


In respect to the Marine Corps, the Commandant was asked to 
respond to the same question. In reply, he said in part (p. 34): 


General SuernerD. Naturally, sir, a reduction of 27,000 men in a period of 
18 months is going to hurt us, but it is my plan to maintain the 3 divisions and the 
3 air wings at an 80 percent manning level. 

We are able to absorb part of the reduction because of our low personnel turn- 
over during the coming year. Last year we had 16,000 men in our recruit depots 
each month. This year that number will be reduced to 9,000, so we are able to 
save about 7,000 men because of our low personnel turnover. 

We plan on reducing some of the security detachments and absorb another 
three or four thousand from that. The return of the First Division from Japan 
will reduce our pipeline by some 2,500 men. The remaining 14,000, though, will 
have to come out of our combat forces which will mean we will have to deactivate 
certain combat units that we had planned to activate this year, and others that 
are in existence at this time. 

We will not have the backup, the support, the staying power that we have 
now. Of course, the imposed limited amphibious shipping will decrease the 
mobility of the fleet marine forces in the event of a sudden emergency. 


It was emphasized during the hearings that an important considera- 
tion in formulating the active force levels for 1956 was the plan for 
a more effective reserve program. 
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SumMMARY OF CommMITTEE BILL 


The Committee recommends a total of $9,071,834,000, a reduction 
of $108,323,000 below the estimates. It.is $640,989,500 below com- 
parable 1955 appropriations. In addition, the Committee recom- 
mends rescissions totalling $494,000,000 from revolving funds as 
follows: Navy stock fund, $429,000,000; Marine Corps stock fund, 
$25,000,000; and Navy industrial fund, $40,000,000. 

The several items making up the $108,323 ,000 Committee reduction 
are explained in subsequent paragraphs, but it may be said here that 
they will in no way adversely affect the capabilities of either the Navy 
or the Marine Corps under the program proposed in the budget. In 
broad outline, the budget for 1956 and the Committee bill provide 
for— . 

1. Active fleet—Operation of an active fleet decreasing in number 
to 1,001 ships and vessels by the end of fiscal 1956 from an actual 
strength of 1,101 in December, 1954 and 1,066 estimated at June, 1955. 
Proposed personnel reductions ‘cause the decrease of 100 between 
December 1954 and June 1956, most of which are transport and 
amphibious ships stated to be susceptible to rapid reactivation if 
necessary. Forces retained will be improved through receipt of new 
ships and newly converted ships from prior construction programs. 
Planned average manning levels will be reduced from 80 to 73 percent 
for officers and from 87 to 82 percent for enlisted personnel (99 percent 
for submarines), based on wartime complements. 

2. Shipbuilding —Continued construction is provided for to pre- 
vent mass obsolescence of the fleet some years hence. The 1956 pro- 
gram includes construction of 34 ships and vessels, including a fifth 
Forrestal carrier and eight submarines of which three are to be nuclear- 
powered plus some 13,370 tons of landing craft. It also provides for 
conversion of 28 ships and vessels to help modernize the fleet. A com- 
plete list is on page 140 of the hearings. 

Provision is also made for continued upkeep of the ‘“‘mothball’’ 
fleet of approximately 1,700 ships and vessels. 

3. Operating aircraft.—Operation of the recently authorized strength 
of 10,061 daily operating aircraft (out of the total of 13,027 active) as 
compared with 9,941 previously authorized operating planes. This 
allows for one additional carrier air group. Combat capabilities of 
the air arm will continue to improve during fiscal 1956 through de- 
livery of more modern, higher performance aircraft previously funded. 

4. Aircraft procurement.—The aircraft procurement program is 
designed to modernize and maintain the authorized forces (regular 
and reserve) including replacement of attrition losses, and to main- 
tain sufficient production capacity in being to provide a sound base 
for rapid expansion if that becomes necessary. The amount recom- 
mended, in combination with a large unobligated carryover available 
through extensive contract cancellations and slippages in the past 
year, will finance procurement of about 1,600 new aircraft. Approx- 
imately $7 billion will be available for expenditure after June 30, 
1955 under this item which is estimated sufficient to bring authorized 
forces to about 85 percent modernization status by December, 1957, 
the end of the period through which deliveries are funded. 

5. Marine Corps.—The bill provides for continuation of three 
combat divisions and three combat air wings at about 80 percent 
manning level, together with training and supporting forces. 
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6. Military personnel.—The bill provides for an end fiscal year 1956 
strength of 657,000 for the Navy and 193,000 for the Marine Corps. 
For the Navy, this represents a reduction of 62,000 from June, 1954, 
the adjustments for 1955 and 1956 being 54,000 and 8,000, respectively. 
These reductions will be ancduraistied by cuts in various fleet support 
areas and a decrease in the active fleet of 112 vessels over the two year 
period. Fleet manning levels, as noted above, will b lower than 
previously. 

It is appropriate to note the testimony of the Chief of Naval Opera- 
tions as to possible necessity of another look at the personnel situation 
at a later date depending on the duration and extent of existing fleet 
deployments in the Far Fast. 

Marine Corps personnel will drop by 31,000 over the two year 
eriod, June, 1954 to June, 1956, the adjustments for 1955 and 1956 
eing 19,000 and 12,000, respectively. In general terms, this reduc- 

tion in Marine Corps personnel is possible because of lower personnel 
turnovers in 1955 and 1956 with resultant reduced recruit training 
load, reduction in personnel pipeline as a result of certain redeploy- 
ments, and the imposition of reduced manning levels in the Fleet 
Marine Forces. 

7. Reserve personnel.—Funds are included in amounts substantially 
above current appropriations in order to permit further expansion of 
Naval and Marine Corps reserve organizations as vital elements of 
national defense. 

Miurtary Personne, Navy 


This appropriation covers pay, allowances, and related expenses 
associated with military personnel on continuous active duty. The 
revised budget estimate is in the amount of $2,490,590,000. The 
Committee recommends $2,486,109,900, a reduction of $4,480,100. 
Notwithstanding the reductions in personnel, the amount recom- 
mended exceeds the 1955 appropriation due to inclusign of funds to 
meet costs under the recently enacted Career Incentive Act of 1955. 

The following table reflects certain statistics as to numbers of 
military personnel: 





















































Actua! strengths Projected 
June 30, 1955 Average strengths 
June 30, | Dec. 31, June 30, 
1954 1954 Original | Current 1956 Fiscal] Fiscal 
1955 act | estimate year year 
is basis 1955 1956 
| 
REA Se | 77, 280 74, 998 74, 000 74, 000 72, 800 | 75, 156 73, 310 
pS ESE ES eee eae ae nn | 642,048 | 604,960 | 608,000 | 591,000 | 584,200 | 610, 101 589, 500 
WN OGONE. c ki cnn ctcesecs 719, 328 | 679,958 | 682,000 | 665,000 | 657,000 685, 257 662, 840 
Midshipmen and aviation ca- 
eae EE RS RLS 6,302| 6550} 6909 ,353| 7,085| 6,915| 7,17 
Grand total.............. 725, 720 | 686, 508 688, 909 672, 353 664, 035 692, 172 | 670, 016 





The table reflects a contemplated reduction of approximately 54,000 
during 1955 and a further reduction of 8,000 during 1956. They will 
be effectuated by reducing the active fleet by 47 in 1955 and by an 
additional 65 ships during 1956, by retrenchment in various fleet 
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support areas, and by a lowering of manning levels. The planned 
average manning levels will be reduced from 80 to 73 percent for officers 
and from 87 to 82 percent for enlisted personnel (99 percent for 
submarines), based on wartime complements. 

The Committee cut includes $169,500 on account of lower MSTS 
transportation tariff rates announced after the budget was prepared. 
The other cut, $4,310,600, is against funds requested for travel and 
transportation costs associated with movements of military personnel. 
A similar reduction has. been made in all the services. In the Com- 
mittee’s view, there is altogether too much and too frequent moving of 
personnel and their personal effects. 


Miuirary PersonNnet, Navat Reserve 


This item covers pay, allowances and related costs of personnel 
participating in reserve training. The Committee has approved the 
revised estimate of $91,811,000 which is somewhat higher than the 
current appropriation in order to permit continued buildup of the 
reserves as an important element of our national defense, especially 
in view of the reductions in active duty personnel. 

The number enrolled in drill pay units increased from 139,199 in 
June, 1954 to 143,947 in December, 1954. The planned enrollment 
by June, 1955 is 149,374 with a further planned increase to 169,820 
by June, 1956. The present mobilization goal toward which the 
Navy is working is 216,100. 


Marine Corps 
MILITARY PERSONNEL 


This appropriation covers pay, allowances, and associated exp nses 
of active duty personnel. The revised budget request is for 
$618,391,000. The Committee recommends $616,438,000, a reduction 
of $1,953,000. 

The following tabulation reflects certain figures as to personnel 
strength: 





Actual strengths 





June 30, 1955 | Average strengths 





June 30, | Dec. 31, tet ‘ 
1954 | 1954 Original | Current | 1956 








basis | basis | 


1955 


j 

| 
Fiscal 
| 1955 Act | estimate | : year 
1956 





| 18,593 | 18, 419 | 18,755 | 18,500! 18,150 | 18,725 18, 362 
| 205,275 | 202,308 | 196,250 | 186,500 | 174,850 | 198,245 | 181,792 


223, 868 | 220, 727 | 215, 005 | 205, 000 | 193, 000 | 216, 970 | 200, 154 








These figures show a reduction of approximately 31,000 over the 
two year period June, 1954, to June, 1956, being 19,000 and 12,000 for 
1955 and 1956, respectively. Some reduction is possible because of 
lower personnel turnover anticipated in 1955 and 1956 with resultant 
reduced recruit training load, and a reduction in the personnel pipe- 
line as a result of certain redeployments. The remainder is accounted 
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for by a lowered manning level in units and by deactivation of certain 
other units. 

The reduction of $1,953,000 includes $361,000 which can be removed 
because of recently reduced MSTS tariff rates. Another -item 
$312,000, is to reduce the average daily ration rate (ashore, United 
States) from $1.07 to $1.06 based on current actual feeding costs of 
just over $1.05; the Committee sees no reason at this time to project 
an increase over current experience. The remainder, $1,280,000, ap- 
plies to travel and transportation costs associated with movements of 
military personnel and is made for the same general reasons as the 
similar cut against Navy personnel funds. 


MILITARY PERSONNEL, MARINE CORPS RESERVE 


This item covers pay, allowances, and related costs of personnel 
participating in reserve training. The Committee recommends ap- 
proval of the revised budget estimate of $20,606,000 in order that 
the Marine Corps may continue to build up the reserves. 

The number in drill pay units in June, 1954 was 28,781 and had 
increased to 33,993 by January 31 last. The goal is 40,113 by June 
of this year and 50,661 by June, 1956. This would put them well 
on the way toward meeting their mobilization goal of 64,000. 


MARINE CORPS PROCUREMENT 


This is the military hardware appropriation for the Marine Corps. 
The budget estimate for new funds is in the sum of $286,500,000 
which is substantially more than the 1955 appropriation because of 
the availability, in 1955, of a large unobligated carryover which will 
not be available in 1956. Because of the importance to readiness of 
the types of items covered, the Committee has allowed the full amount. 

The formal justifications submitted in support of this item were 
not very well prepared and, standing alone, failed to substantiate the 
amount requested. It was necessary for the Committee to elicit con- 
siderable additional information—some of it classified—in order to 
determine the validity of the estimate. The Committee hopes that 
in the future more convincing justification material will be presented 
at the outset. The same thing can be said about the justifications for 
the maintenance and operation appropriation. 


MARINE CORPS TROOPS AND FACILITIES 


For this item the sum of $172,750,000 is recommended, a reduction 
of $3,250,000 below the $176,000,000 estimate. This is the mainte- 
nance and operation appropriation for the Marine Corps, except 
Marine aviation. The amount allowed is about $14,755,000 more 
than obligations for 1955 as estimated in the budget. The principal 
items of increase allowed pertain to assumption of financial responsi- 
bility for certain logistical support formerly provided ‘‘free’’ by the 


Army in the Far East; substitution of civilian personnel for military; 
— the appropriation on a consumption basis for items which 

enceforth will be procured from the revolving stock fund; some 
increase in supply level for certain spare parts; and additional costs 
of placing operations at the new Albany supply depot on a full-year 
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basis. There are some small offsetting decreases made possible by 
deactivation of certain units. 

The Committee reduction of $3,250,000 includes $250,000 against 
the cataloging program. In 1954 the sum of $438,000 was utilized. 
The estimate for 1955 is $1,294,000 and for 1956, the request is for 
$2,000,000. It is proposed to add several hundred additional em- 
ployees to accelerate the pace of getting the initial job done. It 
appears to the Committee that the rate of increase is somewhat 
unrealistic and will probably not be attained. For that reason the 
reduction of $250,000 has been made. 

The remaining $3,000,000 is inst the training and station 
operations items. This cut can absorbed without detriment 


through a slightly greater degree of efficiency and economy in the use 
of funds in these areas. 


AIRCRAFT AND RELATED PROCUREMENT 


The budget estimate is in the amount of $753,000,000. The 
Committee recommends $905,602,000 which embraces approval of 
the estimate plus the shift to this heading of $152,602,000 requested 
under the proposed new item “Navy military procurement” for 
areonautics guided missiles and communication, navigation, and 
detection equipment for air operations. As explained elsewhere, 
establishment of the proposed new appropriation has been disap- 
proved. Excluding this transfer, the amount requested and allowed 
is about $1.2 billion below the 1955 appropriation because there will 
be available for application to the 1956 procurement program an 
unobligated carryover in excess of $800 million arising from extensive 
contract cancellations in the past year on planes which have not proven 
out and from other program adjustments and slippages. On an 
estimated obligation basis the budget shows $1.607 billion in 1955 as 
against $1.624 billion in 1956, or almost identical in both years. 

The 1956 program calls for procurement of approximately 1,600 
aircraft. Deliveries during the year from prior procurement pro- 
grams are estimated at approximately 2,600. The objective of this 
program is to modernize and maintain the authorized forces of approx- 
imately 13,000 active (10,000 daily operating) aircraft including 
replacement of attrition losses and maintenance of a production 
capacity in being which can be rapidly expanded if necessary. There 
are substantial numbers of funded but as yet undelivered aircraft. 
Something in excess of $7 billion will be available for expenditure if 
the amount in the accompanying bill is granted. This is scheduled 
to finance production through Pesetisher, 1957. Modernization of 
the Naval air arm should progressively increase between now and 
that time. Presently, the proportion of first-line planes in relation 
to requirements for first-line planes—the yardstick for measuring 
degree of modernization—is about 50 percent. The forecast is that 
it will go to about 63 percent by June, 1956 and further to 74 percent 
by December, 1956. For the end of the period for which deliveries 
are funded, namely, December, 1957, modernization status is estimated 
at 85 percent. 

It should be noted that to support presently authorized forces the 
1957 budget for new procurement will have to be substantially more 
than the $753 million included in the present bill. 


74008°—57 H. Rept., 84-1, vol. 2——103 
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AIRCRAFT AND FAcILitTIEs 


This appropriation finances operating costs of Naval and Marine 
aviation, including fuel, panic hen the air reserves, and maintenance 
and operation of stations and other facilities. 

The budget estimate of $814,500,000, in terms of comparative 
obligations, is some $80,000,000 in excess of 1955 reflecting additional 
costs in the various segments of expanding air operations. The 
Committee recommends $809,632,000, a reduction of $4,868,000. 

The reduction of $4,868,000 is made up of several items. The sum 
of $902,400 adjusts transportation costs to the latest MSTS rates. 
In connection with the program of substituting civilian personnel for 
military, it appears that the average employment projected for 1956 is 
too high. The budget shows an estimate of 73,721 civilians on board 
at the end of 1956 and an average of 73,067 for the year. With the 
planned addition of some 3,800 civilians during the year, it is doubtful 
that the Bureau will be able to phase that employment in early enough 
to reach the average stated. Accordingly, the Committee has removed 
the sum of $840,600, the equivalent of 200 man-years at an average of 
$4,200 each. 

Estimates for aviation gasoline were based on September, 1954 
prices. Recent information is that price declines since then make 
possible a minimum cut of $2,500,000, which has been effected. 

The final item, $625,000, relates to overhead costs at air stations 
jointly used by Navy and Air Force reserve units. The Navy 
requested the increase to cover all such costs—heretofore shared—at 
stations where its units are the predominant user. The Committee is 
advised that the Air Force did not drop the equivalent amount from 
its appropriation and furthermore, that a firm agreement on the 
proposed finding arrangement has not been consummated. Under the 
circumstances, the Committee has deferred the proposal to future 
consideration. 

SHIPBUILDING AND CONVERSION 


This appropriation title embraces the fiscal year 1952-1956 programs 
and, by action of the Committee in connection with disapproval of 
the proposed new appropriation “Navy Military Procurement’, it 
has been expanded to include funds for procurement of long lead time 
communication, navigation, and detection equipment for ships. The 
sum of $1,042,400,000 was appropriated for 1955. The budget request 
under this heading is for $1,317,000,000 which the Committee 
has approved. With the aforementioned transfer, amounting to 
$70,634,000, the total included in the bill is $1,387,634,000. 

Of the total, $1,347,950,000 is for the 1956 program consisting of 
construction of 34 ships, some 13,370 tons of landing craft, and conver- 
sion of 28 ships. The amount recommended is the 1956 installment 
of the post-World War II program designed to keep the fleet in a 
reasonably modernized condition and thus maintain and improve _ its 
fighting capabilities. A fifth carrier of the Forrestal class is included. 
Exhaustive discussion and testimony—both on and off the record— 
was had regarding construction of additional large carriers of the 
Forrestal class and the Department’s concept of the role of carrier 
forces in the future. The printed portion appears on pages 122-192 
of the hearings. Details of the 1956 program are covered generally on 
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pages 598-647 and more specifically ag on page 641. The 
complete list of ships, appearing on page 140, follows: 


The following is the recommended priority of ships and craft in the proposed 
shipbuilding and conversion program for fiscal year 1956. It is listed here by 
priority, but were there to be a reduction in the program it would be restudied 
and the priority revised. 





7 Number | New construction 
Priority Vessel type of vessels} or conversion 





CVA attack aircraft carrier. ............. 
re attack aircraft carrier (angled deck) 
PG EIS Shee SE ET CREA NRW Pee BE ae 
DD destroyers_............... 
SSN nuclear power submarine 
Ros WEIR 453 24. 5.Sa.a000 sochensbonnsindcuek 
SSG guided missile submarine. _............. > 
SSR radar picket submarine (nuclear power) 
CLG guided missile light cruiser.............-.-...222..--2.2-22. 
8S submarine _____.. 
YAGER ocean radar station ship 
DER radar picket escort vesse 
DE escort vessel. .............. 
| ARC cable repairing or laying ship 
| AV seaplane tender. 
§ | AE ammunition ship. ......._.... 
7 | AKS general stores issue ship. ._.. 
| DDG guided missile destroyer. ____- 
| CA heavy cruiser conversion (3’'/50) . 
MSI inshore minesweeper 
| LCM (3) service craft 
| LCM (6) service craft 
LCPL service craft 
LCVP service craft 
LC 
¥P 


New. 


New. 
Do, 
Do. 
Do. 


Oe 
Conversion. 
yew. 
Conversion. 
Do. 
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1 Service craft less LCVP—6,4S4 tons. 
2 6,885 tons. 


Other items are $1,350,000 for advance financing of detailed plans 
and specifications for ships and a new item of $35,727,000 for advance 
procurement of long lead time equipments for ships to be financed 
subsequently in order to reduce the over-all construction period which 
is necessarily long. 

These amounts are offset by a net reduction of $68,027,000 reflecting 
further re-pricing of the 1952 and 1953 programs and initial re-pricing 
of the 1954 and 1955 programs to take account of cost and design 
changes between the original costing dates and April 1954, and other 
program adjustments. 

A few words in regard to existing tonnage authorization for the ship 
construction and conversion program are in order at this point. As 
shown on page 616 of the hearings, approximately 1.5 million tons of 
unobligated tonnage authority is available against which to charge the 
161 thousand tons of new construction included in the 1956 program. 
Public Law 319 of August 1, 1947 contains blanket authority for ship 
conversion and modernization. In other words, not only does ample 
authority exist for the current program but there will be a large unob- 
ligated tonnage available for future programs. 


Suips AND FAcILities 


This is the maintenance and operation appropriation for the active 
and reserve fleets and the naval reserve fleet, including extensive shore 
support facilities. The Committee recommends $779,685,000, a re- 
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duction of $7,015,000 below the estimate of $786,700,000. The 
amount recommended is, on @ comparative obligation basis, a net 
increase Over 1955 essentially representing additional funds to re- 
plenish and in some cases raise ships spare parts stock levels. While 
the number of ships and vessels in the active fleet will be reduced by 
65 (from 1066 to 1001) during 1956, resulting in some reduction in cur- 
rent operating expenses, this fact alone results in a substantial in- 
crease in inactivation costs in placing those ships in the mothball 
fleet. There are numerous other changes in cost—both up and down— 
as set out in some detail in the hearings. 

The Committee reduction of $7,015,000 consists of $615,000 to 
adjust transportation costs to latest MSTS rates; $4,400,000 has been 
deleted in view of Committee action on the general provision relating 
to use of foreign currencies; and a $2,000,000 cut is made against the 
allotment for fuel. Recent analysis discloses that fuel costs in 1955 
will probably run a few millions of dollars below what the budget was 
based on. me leeway has been allowed for possible unforeseen re- 
quirements in making the aforementioned cut. 


Navy Muiurrary ProcurEMENT 


The budget proposed a new appropriation entitled “Navy military 
procurement” to include provision, without fiscal year limitation as to 
availability for expenditure, for procurement of ammunition, ord- 
nance equipment and guided missiles, aeronautics guided missiles, 
communication, navigation, and detection equipment for air and ship 
operations, and equipment for the Naval communications system. 
With one exception, such procurement has heretofore been financed 
under several annual-type appropriations. Because of the long lead 
time involved in procurement, manufacture, and delivery of many of 
these items, it has been necessary on several occasions to extend the 
funds in order to provide for payment upon delivery after expiration 
of the availability of such funds. The Committee agrees that some 
changes in the appropriation structure are necessary to overcome this 

roblem but does not agree that the solution proposed in the budget 
is the best one. The Committee has realigned the structure. 

The estimate under this heading is for $495,500,000. The com- 
parable amount for 1955 is $461,042,000. While the appropriation 
as submitted is in a lump sum, its administration for procurement 
purposes would involve four different bureaus. There are several 
undesirable features to this proposition. First, it violates the prin- 
ciple, heretofore generally obtaining in the Navy appropriation struc- 
ture, that the appropriations be geared to the way the department 
is organized to conduct its business—a principle which the Committee 
views as sound and of some importance in the matter of fixing ac- 
countability for administration of the funds directly in the bureau 
and officials justifying the budget to the committees of Congress. 
Furthermore, by collecting under this one heading funds heretofore 
carried under several specific appropriations, the area of permissible 
transferability of funds between programs and activities is enlarged 
to a degree not heretofore possible. This is a matter of some concern 
to the Committee and is commented on elsewhere in this report. 

Referring to the breakdown on page 761 of the hearings, the first 
three activities, namely, ammunition, ordnance equipment, and ord- 





ary 
3 to 
rd - 
les, 
ship 
em. 
iced 
pe 
yo 
the 
tion 
ome 
this 
dget 


“om- 
ution 
ment 
veral 
prin- 
truc- 
ment 
Littee 
g ac- 
ureau 
gress. 
ofore 
ssible 
arged 
neern 


6 first 
1 ord- 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1956 39 


nance guided missiles, aggregating $260,842,000, are included in the 
bill as a new separate appropriation entitled “Procurement of ord- 
nance and ammunition.” As the budget proposes, the funds will be 
available without fiscal year limitation. Provision has been made, 
as proposed, for merging all prior unexpended funds for these pur- 
poses and on the basis of information supplied, at least $75,000,000 
of such balances will be unobligated and available for application to 
the 1956 program. Accordin “ly, only $185,842,000 in new funds 
are included in the bill under “Procurement of ordnance and ammu- 
nition.” The Committee intends that the amount requested, namely, 
$260,842,000, be available—any excess unused balances ultimately to 
revert to the Treasury. 

Activities 4 and 5, for aeronautics guided missiles and communica- 
tion, navigation, and detection equipment for air operations, totalling 
$152,602,000, have been transferred to the existing no-year appro- 
priation “Aircraft and related procurement” from which much of the 
transfer was proposed in the first place. 

Activity 6, for communication, navigation, and detection equipment 
for ship operations in the amount of $70,634,000, has been combined 
with the existing no-year appropriation “Shipbuilding and ¢onversion’’. 
Inclusion of funds for this purpose in that appropriation somewhat 

arallels the aircraft modernization activity which for some years has 
ohm included in the aircraft and related procurement appropriation. 

The last activity—equipment for the Naval communications sys- 
tem—in the amount of $11,422,000 has been transferred back to the 
appropriation “Service-wide operations” from which it was proposed 
to be taken. This is an annual-type appropriation but it is the view 
of the Committee that whatever portion of the equipments involved 
which may not be delivered within the three year expenditure avail- 
ability period can be handled through the regular claims process with- 
out undue burden thereon. 

The Committee has included appropriate language in the bill— 
as the budget proposed—permitting unexpended balances of prior 
appropriations for the several respective purposes to be merged with 
the new funds in order to simplify administration and facilitate 
budgetary consideration. In adopting this language, and with excep- 
tion of the $75,000,000 item mentioned above, the Committee is 
relying on assurance of the department in the hearings that, in merging 
the funds, only those portions of such balances which represent firm 
obligations plus reasonable allowance for the usual adjustments will 
be merged. 

The Committee expects that in the future such a significant altera- 
tion in the appropriation structure will be taken up with it in advance 
of submission in the budget. ‘The appropriation structure is important 
not only from the standpoint of administration but also from the 
standpoint of Congressional consideration and control. 


ORDNANCE AND FaAciities 


The bill includes $182,889,000 for this item, a reduction of $5,611,000 
below the estimate of $188,500,000. While this is substantially below 
the 1954 appropriation under this heading, it is in fact almost identical 
with 1955 obligations for comparable purposes. The principal reason 
for the large apparent decrease is the transfer to the new item “Pro- 








is 
a 


ated cqeeprbeonising 





UNIVERSITY OF MICHIGAN LIBRARIES 





40 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1956 


curement of ordnance and ammunition” of funds for ammunition, 
ordnance equipment and ordnance guided missiles. 

One item of reduction is $111,000 due to lower MSTS transportation 
rates not reflected in the budget. The Committee is advised that the 
York, Pa. ordnance plant, previously scheduled for inactivation, will 
be kept open and as a result $500,000 of inactivation costs will not be 
incurred. 

A further reduction of $5,000,000 has been imposed. The budget 
reflects numerous program increases and some decreases. It is felt 
that this reduction can be absorbed by reducing levels of operations 
and maintenance of equipments without lowering standards of support 
to the operating forces. The department should give the closest 
scrutiny to current need for the number of facilities being maintained. 
Also, evidence in the past has indicated that excessive amounts of old 
equipments are retained and kept up. The cut is designed to force a 
more critical screening of these types of costs with view to eliminating 
every non-essential expense. 


Mepicat Care 


The Committee recommends $62,500,000, a reduction of $900,000 
below the estimate of $63,400,000. The reduction is due to overstate- 
ment of patient load in hospitals in light of recent actual case-load 
experience. It was estimated that the average number of Navy 
patients in Naval hospitals during 1955 would be 10,176. Actual 
experience for the first eight months is 9,586. Assuming a final 
experience of 9,800—which allows a safety margin—and applying to 
that the decrease which can be expected to accrue from the fact that 
both the Navy and Marine Corps are being reduced further in 1956 
it would appear that the comparable case-load in 1956 will not exceed 
9,260. The budget is based on a comparable average case-load of 
9,560. Applying the cost factors involved, the result is the $900,000 
reduction recommended. 

This appropriation has traditionally included the funds to pay all 
technical medical costs of the Navy and the Marine Corps. In addi- 
tion to operation of general hospitals and other specialized medical 
activities, it has included technical medical supplies, salaries of civilian 
technical personnel, etc., at all shore installations. The department 
in August, 1954 issued a directive authorizing employment of civilian 
physicians at industrial activities of the Navy and Marine Corps to be 
paid from appropriations of the bureaus having management control 
of the activities concerned although such personnel were to remain 
under the ‘‘technical”’ control of the Bureau of Medicine and Surgery 
which administers the appropriation “Medical care”. The directive 
stated that such employment was necessary due to limitations on the 
number of Naval medical officers. The matter was explored by the 
Committee in the hearings. The Committee does not question the 
authority to employ civilian physicians but it does question the propri- 
ety of charging those costs to appropriations which, so far as it is aware, 
had never been justified for that purpose. As stated, the appropria- 
tion “Medical care” has been understood to cover technical medic 
costs including, for example, salaries of civilian nurses. The Com- 
mittee is not attempting to say just what is the ideal method for han- 
dling medical costs in the appropriation structure but so long as tech- 
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nical medical supplies and salaries of civilian nurses employed at an 
infirmary at an industrial activity are to be charged to this appropria- 
tion it cannot agree with the action in the case of the civilian physi- 
cians. It is, in the Committee’s view, an improper use of appropria- 
tions. If the department has some comprehensive plan for altering 
the funding concepts for medical costs the Committee will, of course, 
be glad to give it every consideration when submitted. 

In the meantime, the Committee believes that the civilian physicians 
should be transferred to this appropriation effective with beginning 
of fiscal 1956. If necessary, a reimbursable arrangement can be 
worked out. If the present pattern for medical costs is to obtain, 
such costs should be budgeted under this heading. 


Civit ENGINEERING 


The budget for this item is $122,500,000. The committee has 
allowed $120,069,700, a cut of $2,430,300. The amount recom- 
mended is, nevertheless, approximately $9,100,000 more than com- 
parable obligations estimated in 1955, being for a variety of items set 
out in some detail in the hearings. 

The reduction below the budget is in three parts. The sum of 
$230,300 is to adjust MSTS transportation costs to the latest rates. 

This appropriation supports activities which render support to 
other Naval activities, the fleet, and other operating forces. In the 
aggregate, it would appear that the budgeting for a substantial 
increase and the projection of the current civilian personnel total of 
19,000 plus, is not consistent with the reduced size of the fleet in 1956. 
It is the belief of the Committee that some cut can be absorbed in 
the level of operations at public works centers, public works depart- 
ments of Naval stations, and at the construction battalion centers, 
without lowering necessary fleet support services. A reduction of 
$2,000,000 has been imposed on this ground. 

An increase of $993,000 was requested for replacement of passenger 
cars and busses. This appropriation supports the replacement re- 
quirements for a total overall inventory of about 19,400 motor 
vehicles of all kinds. It is doubtful if any harm would be done if 
this inventory were reduced somewhat, thus lessening the replacement 


requirements. <A reduction of $200,000 is recommended with this 
in mind. 


Mimtary Construction, Navat Reserve Forces 


The estimate for construction of reserve training facilities for the 
Navy and the Marine Corps is $28,477,000. A more recent detailed 
pricing of the numerous projects resulted in a revised requirement of 
$28,061,400, which the Committee recommends for approval. 

The existing unappropriated authorization for the reserve con- 
struction program for all of the military services is insufficient to 
cover the several 1956 appropriation requests, ot which this is one. 
H. R. 2107, adopted by the House on April 27, 1955, will, when 
enacted, furnish the necessary authorization. 

A number of the facilities are to be constructed on land leased from 
municipalities and counties at a nominal annual figure. Generally, 
the leases are for a term of 25 years although there are a few with 
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longer life. It appears that the term of 25 years has been most 
commonly utilized because the buildings and facilities to be con- 
structed are assumed to have a 25 year useful life. If the buildings 
in fact are found to have a longer life the practical result under some 
of these leases may be that at the end of that time the government 
will lose title to the facility. It would seem to the Committee that 
wherever it can be done, the Department should seek leases in such 
cases for a period somewhat longer than 25 years. 


RESEARCH AND DEVELOPMENT 


The bill includes the budget estimate of $431,933,000 for this 
Navy-wide appropriation. A breakdown by bureaus having primary 
jurisdiction over expenditure of these funds is shown on page 1003 of 
the hearings from which it will be noted that, on a comparative basis, 
the amount recommended is $9,400,000 more than 1955. Measured 
in terms of expenditures there is, according to the evidence, a slight 
reduction in 1956 as compared with 1955. The principal reason for 
the increase in obligational authority is to replace, in the Bureau of 
Ships allocation, unexpended carryover funds available in 1955 which 
will be less in 1956. The Committee is providing this large amount 
of money for research and development in the firm belief that the 
work must be fully supported to permit our military services to 
constantly strive to improve their weapons and techniques. 

In view of the special interest in this subject matter, and with the 
thought of facilitating Congressional consideration of research funds 
on an overall basis and elimination of unnecessary duplication and 
doubtful projects, all such funds for the Navy were consolidated 
under this single heading in 1955. It is, perhaps, too early to pass 
judgment on the matter but insofar as the hearings disclose about the 
only result of the consolidation thus far has been the addition of ten 
budget and fiscal people to handle the added work in the departmental 
coordinating agency. Perhaps the new review procedures outlined to 
the Committee by Assistant Secretary Smith will bear more fruit in 
future years. The Committee hopes so. It is the primary responsi- 
bility of the Department, especially in a complex field of endeavor 
such as this, to provide the critical screening necessary to assure that 
only those projects which are clearly essential and sound be pursued. 
The feeling in the Committee over the years has been that projects 
of doubtful value have been authorized and probably there still are 
some. 

SerRvicE-W1IpDE SupPLy AND FINANCE 


This appropriation covers numerous activities in the supply and 
finance fields. The request is for $298,000,000. On a comparative 
basis, it is $10,435,000 below estimated 1955 obligations according to 
the budget, but more recent information indicates that 1955 costs will 
more nearly approximate the pending request for 1956 in which event 
there would be no substantial changes between the two years. There 
are indications the workload is dropping in certain instances. The 
Committee has imposed a total reduction of $2,400,000, allowing 
$295,600,000. 

The sum of $14,682,000 is estimated for the cataloging program, 8 
net increase of $1,897,400 over 1955. It is proposed to add about 
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448 man years representing considerably more in numbers of actual 
employees. The Committee believes 


p es. > Co. : the Department is unduly 
optimistic in estimating that it can phase in the qualified personnel 


as rapidly as planned and has imposed a cut of $400,000 to bring the 
program more in line with realities. 

In view of the lower operating costs for 1955, and in light of the 
fact the budget projects workload decreases and efficienc 
iti & minimum of $2,000,000 can be taken out of 
for the supply distribution system. That has been done. 


y increases, 
the request 
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TITLE V 
DEPARTMENT OF THE AIR FORCE 


SUBCOMMITTEE 
GEORGE H. MAHON, Texas, Chairman 


JAMIE L. WHITTEN, Mississippi 
CHARLES B. DEANE, North Carolina 


ERRETT P. SCRIVNER, Kansas 
GLENN R. DAVIS, Wisconsin 


SuMMARY STATEMENT 


Budget estimates for the Department of the Air Force considered 
in connection with this bill totaled $14,783,678,000 including 
$253,678,000 submitted as a supplemental request (House Doc. 145) 
to cover estimated costs of the recently enacted ‘Career Incentive 
Act of 1955”. This represents a requested increase of $3,855,748,000 
over the amount appropriated for the same purposes for fiscal year 
1955. 

The amount recommended for appropriation is $14,401,904,000. 
This is $381,774,000 or 2.6 percent less than the total requested and 
$3,473,974,000 or 31.8 percent more than the amount appropriated 
for the same purposes for 1955. The reductions made by the Com- 
mittee will not affect Air Force strength and continual planned 
expansion. Nor will they affect firmly programed operations. Rather 
than reductions they might better be termed adjustments to reflect a 
closer tie between estimated dollar requirements and the current 

lanned program. The recommendations for appropriations are 
coaak upon over 12 weeks of intensive review by the Committee. 

The amounts to be appropriated are discussed in some detail under 
the respective appropriation headings. However, the estimates in 
total provide for continuing expansion of the Air Force toward a 
goal of 137 ready wings by June 30, 1957. The build-up at present 
is ahead of schedule compared with plans one year ago. In fact it is 
now expected that 131 wings will be organized by June 30, 1956 
compared with 127 reflected in last year’s plans for that date. These 
combat wings of the regular Air Force are supplemented by continuing 
expansion of the Air Reserve and Air National Guard, both as to size 
and capability. 

The Committee has been continually assured that the Air Force 
is reasonably ready to counter any major threat to this country, and 
that by the end of 1957, under present plans, will have attained a 
much stronger air defense capability, including the plugging of many 
gaps in our early warning system. ‘The strength of our Air Force at 

resent rests more on counter-offensive capability than actual defense. 
Haaawes, the appropriations recommended for 1956 reflect a sub- 
stantial expansion of effort toward building defense strength. 

The Committee is impressed with the progress that is apparently 
being made in the area of management improvement. Attention is 
directed to the statement beginning on page 180 of the printed hear- 
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ings where examples of accomplishments are stated. A large part of 
this management improvement is directly reflected in the manpower 
oals, whereby the Air Force has committed itself to attain a 137 wing 
orce structure by the end of fiscal year 1957 within a manpower 
ceiling of 975,000 military and 330,000 civilian personnel, as com- 
pared with a previously estimated requirement for the 143 wing force 
structure of 1,185,000 military and 442,000 civilian personnel. The 
fact that these efforts by the Air Force are resulting in economy is 
evident from an examination of the detailed estimates, particularly 
in the area of base maintenance and operation. The committee must 
rely upon the Air Force to make certain that such economies are the 
result of improved methods in the utilization of manpower and facili- 
ties and not the result of postponed needed maintenance or decreased 
combat readiness. However, the committee knows that great econ- 


omies are possible and therefore believes that many of those accom- 
plished to date have been real. 


FInancrAL MANAGEMENT 


Committee members charged with responsibility for a detailed re- 
view of the Air Force budget find that review very difficult under the 
present justification format and system of presentation. The infor- 
mation given in the justifications is to a large extent superficial and 
meaningless without the classified information and prepared state- 
ments usually not available to the Committee until the actual hearing 
session. In addition, the justifications do not give year to year com- 
parative data in support of the estimates. The Air Force assures the 
committee there is no intent to with-hold information, the Committee 
can get whatever is asked for, given sufficient time. However, this 
process of having to dig for information across the hearing table, 
which should otherwise be readily available, should not be necessary 
to the extent now required. 


The Committee notes that plans for changes in Air Force financial 
management appear to involve a new concept of dual budgeting. 
This concept is outlined in the Air Force Comptroller’s testimony, a 
part of which is quoted below: 


The basic concept of the financial management system envisions two types of 
budgets the budget submitted to Congress and the operating budget. The con- 
gressional budget estimates include, on a long-range plan, provision for new obli- 
gating authority required for the ensuing fiscal year in order to accomplish the 
necessary procurement (including long lead time items) during that year, and the 
operating expenses for that particular year. As distinguished from the con- 
gressional appropriation estimates we will have an operating budget which will 
reflect (in terms of dollars) the annual operating expenses based on the consump- 
tion and utilization of material and services plus the net changes in the level of 
inventories and other assets. This operating budget will, of course, refiect the 
cost of the military personnel engaged in the performance of activities as well as 
the cost of centrally procured, stored and issued supplies and equipment. In 
other words, the operating budget will show the cost of doing business during any 
given period. 

The USAF financial management system includes a commercial-type, inte- 
grated, double-entry, accrual accounting system which covers all assets, liabilities, 
expenses, and revenues. It generally covers the areas of Air Force wide opera- 
tions, inventories, equipment in use, fixed assets, and working-capital funds. 
When fully implemented, the system will not only produce essential financial in- 
formation for every commander, supervisor, and operator in the Air Force but it 


will, I am sure, provide more meaningful and understandable information to the 
Congress. 
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Except for the concept of two types of budgets, the objectives of this 
plan appear to be very commendable. However, the plan also appears 
to have far reaching effects involving future operations of this Com- 
mittee. It is therefore requested that before the Department is 
irrevocably committed to the proposed system a full-dress explanation 
be prepared for presentation to the Committee in connection with the 
hearings on military construction for 1956. 


AIRCRAFT AND RELATED PROCUREMENT 


The no-year appropriation for aircraft and related procurement 
provides for: (1) procurement of complete flyaway aircraft; (2) an 
initial quantity of spares and spare parts; (3) procurement related to 
aircraft such as industrial facilities, ground handling equipment and 
preproduction engineering; (4) modification of aircraft and related 
equipment; (5) guided missiles; (6) reserve plants and machine tools 
for future industrial mobilization; and (7) procurement administration. 

To provide for these items in fiscal year 1956 the budget included 
an appropriation request in the amount of $6,100,000,000, along with 
a projected carryover of unobligated funds of $2,925,000,000, exclusive 
of estimated reimbursements. This would make $9,025,000,000 
available for obligation in fiscal year 1956 and subsequent years. 

The Committee is recommending the appropriation of $5,950,000,000 
or $150,000,000 less than the budget request. This action is taken 
not as a reduction in the Air Force procurement program but rather 
to reflect the anticipated freeing of older funds for application against 
the 1956 program. In other words it is expected that even with this 
$150,000,000 reduction there will still be $9,025.000,000 available for 
obligation in fiscal year 1956 and subsequent years. The reduction 
in no way affects the planned procurement of 2,333 aircraft in 1956. 
The action of the Committee is reflected in the following tabulation: 


Available for obligation 























{In millions} 
1956 estimates! ogg estimates 
yee in | provided for 
anuary bill 
budget 

py ER. SI SES Ee ner ea eS OPED: $6, 100 $6, 100 
Prior years funds available for 1956 program ....................-.-....-...-- 0 150 
Appropriat‘on required for 1956 program__................-.....-....-- 6, 100 | 5, 950 
Prior years funds available for obligation in 1956 and subsequent years......- 2, 925 3, 075 
Total available for obligation in 1956................----2-.-.-..---22.. 9, 025 | 9, 025 
Estimated obligations during 1956. -....-.-..-.22..-----ceeeneneneeenenennee- 5, 675 | 5, 675 
Estimated amount available in subsequent years.....................- 3, 350 | 3, 350 





As directed in Section 731% of the “Department of Defense Appro- 
priation Act, 1955” the Air Force undertook a review of outstanding 
obligations against certain specified older appropriations. On the 
basis of what was revealed by that review the Air Force extended 
coverage to appropriations other than those specifically designated in 
Section 731%. This review is now in process, but from present indica- 
tions it will reveal substantial amounts in obligations against old out- 
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standing contracts that can be deobligated and made available for 
new procurement. The $150,000,000 which the Committee has 
applied against 1956 requirements may be only astarter. A better idea 
of how much may be recovered and made available for new procure- 
ment from this source should be possible before the bill is acted upon 
in final form by the Congress, 


UNOBLIGATED BALANCES 


The preceding tabulation shows an unobligated balance of 
$3,350,000,000 at the end of fiscal year 1956. This is the result of a 
number of factors. However, the principal one is that the budget 
estimates, obligation wise, are presented on a much more realistic 
basis this year than has been the case heretofore. For a number of 
years there have been large unobligated balances carried forward in 
this appropriation but always in the budget year the estimates 
i a these balances as being largely obligated. For 1956 the 
Air Force estimate of obligations appears to be much more realistic. 
Such estimating has been made necessary by a general tightening up 
on obligating practices as a result of General Accounting Office studies 
and the enactment of section 1311 of the “Supplemental Appropria- 
tion Act, 1955” wherein an obligation is specifically defined and legally 
limited. Under the terms of this section it is no longer possible to 
commit vast sums of appropriated funds as being obligated before a 
final determination of quantity and cost has been made. The deter- 
mination has to be in specific terms before it can be considered a firm 
obligation. Under these circumstances unobligated balances will be 
inevitable for appropriations such as this one for aircraft and related 
procurement as long as complete programs including all end items 
are appropriated for in a single year. The alternative would be to 
appropriate only that portion of money for a given aircraft procure- 
ment program that would be obligated in a single year. However, 
for the present the Committee prefers to deal with aircraft procure- 
ment on a total or complete program basis. This gives the Committee 
and the Congress a better picture of the total cost of the program for 
which funds are being provided. 


Major ProcurEMENT OrHEerR THAN AIRCRAFT 


This appropriation provides for the procurement of all major items 
of equipment other than aircraft and aircraft spares. Types of 
equipment covered are; weapons, motor vehicles, electronic and com- 
munication equipment not in aircraft, training equipment and other 
equipment not directly related to aircraft. . 


For these items the Committee recommends $350,000,000 which is 
$50,000,000 less than the budget request and $324,364,000 less than 
the amount ~ Se gover for 1955. The amount to be appropriated, 


however, will be supplemented by an estimated carryover of 
$850,000,000 in unobligated funds, a large part of which is to be 
applied against the 1956 program. The budget estimated this carry- 
over to be $800,000,000. 

Like the preceding appropriation for aircraft and related procure- 
ment the reduction of $50,000,000 in no way affects the 1956 program. 
These funds are also estimated as being recovered from old outstanding 
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contracts and made available for new procurement as a result of the 
review of such contracts undertaken by the Air Force. The action 
of the Committee is reflected in the following tabulation: 

Available for obligation 


[In millions] 























7 | 
yt oe 1956 estimates 
January | Provided for 
budget | ill 

IE Tg ao kn. o rn cheney evecineretedieedeiubhiansniniae labios $725 $725 
Prior years funds available for 1956 program. ............-......--.-.-.-.-..- 325 375 
Appropriations required for 1956 program................-....--.--...- 400 350 

Prior years funds available for obligation in 1956 and subsequent years......- 800 850 
Total available for obligation in 1956.............--.-...........-....-- 1, 200 | 1, 200 
Wutimnierd celigatinds BOG aa. qn cnc eb hw nnineeddntdcondeneiindeespocdddédes 950 950 
Amount available in subsequent years.... <a aie 250 250 








Here again as in the preceding appropriation there is a substantial 
carryover of unobligated funds estimated for the end of 1956. Here 
again the same explanation applies. The funds recommended provide 
all necessary financing for complete end item procurement without 
regard to fiscal year. 


RFSEARCH AND DEVELOPMENT 


The amount recommended for research and development is 
$570,000,000 as requested in the budget. This is $151,930,000 more 
than was appropriated for 1955. However, the apparent increase is 
deceptive since approximately the equivalent of $144,000,000 has been 
transferred into this appropriation from other Air Force appropria- 
tions. ‘This makes the real increase over 1955 only about $8,000,000. 

Over a year ago the Department of Defense undertook to bring all 
research and development programs under better control. Since that 
time the overall program has leveled off and is continuing at a fairly 
stable rate. In maintaining this control certain of the funds are 
retained in reserve and released as need is proven. At present the 
Committee understands that there is about $22,000,000 in reserve 
that may not be released. 

The Committee considered applying the funds in reserve against 
1956 requirements. However, since there is always a possibility of 
need developing for stepped up effort in a given area it was decided 
to go along with the budget as presented. The Committee has been 
assured that all reasonable effort is being expended toward the develop- 
ment of long range missiles. Nevertheless, should there be develop- 
ments in this field that require additional funds and resources it is 
expected that the Department will not hesitate to proceed as rapidly 
as possible. 

MAINTENANCE AND OPERATION 


This appropriation provides for general administration and except 
for research and development, for the maintenance and operation of 
the physical plant, planes, and equipment of the Air Force. To 
finance these items in fiscal 1956 the budget estimates, including 
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recent amendments, amounted to $3,787,974,000. This would pro- 
vide an increase over the amount appropriated for fiscal 1955 of 
$285,182,000 or about 8.1 percent. The Committee is recommending 
for appropriation $3,615,500,000. This is $172,474,000 or 4.5 percent 
less than the Department request and $112,708,000 or about 3.2 
percent over the amount appropriated for fiscal 1955. To make the 
two years actually comparable it would be necessary to add approxi- 
mately $100,000,000 to this increase over 1955, making the com- 
parative percentage increase allowed for 1956 about 6 percent. 

Some of the Committee reductions are general in nature and can 
not be applied to specific budget programs. Others are basically 
identified with certain programs and can be more specifically applied. 
Nevertheless, it is not the intent of the Committee that any part of 
the reductions made should limit the flexibility usually enjoyed by 
the Air Force in this appropriation except for those reductions apply- 
ing to the object class breakdown of expenses for travel and trans- 

ortation of things. This flexibility, however, does not release the 

epartment from an obligation to keep the Committee informed 
regarding major variations from the programs presented in the budget 
justifications, Insofar as any of the reductions can be identified 
with programs and the related work loads for the activities supported, 
it has been done for the information of the Congress and the Depart- 
ment in the discussion by program below. In general terms the 
reductions are tied to five major factors. 

Flying hours——The budget estimates for 1956 were based on a 
projected flying hour program for the regular Air Force that was 
about 25.9 percent greater than the actual numbers of hours flown 
in fiscal 1954 and about 7.8 percent greater than the number scheduled 
for fiscal 1955. It is extremely doubtful that the number of hours 
programmed for 1955 will be flown, particularly since such a pro- 
grammed increase did not fully reflect the effect of the continuing 
shift to faster jet-type aircraft which require less flying time for a 
given mission. As a result and in taking a further look at 1956 it 
was determined that the number of hours programmed for that year 
should be reduced by approximately 400,000 hours or about 4 per- 
cent. This made cuanbls a reduction of $56,000,000 in estimated 
requirements for fiscal 1956. 

rice of gasoline.—After the budget was prepared and submitted to 
Congress it was learned that the prices to be paid for aviation gasoline 
would be from one to two cents per gallon less, depending on the grade 
of fuel, than had been previously estimated. This made possible a 
reduction of about $24,000,000. 

Airlift of engines —In an attempt to cut down on the numbers of 
engines that are to be procured as spares the Air Force has started a 
program whereby the movement of such engines between points where 
installed and in use and the depots where stored and overhauled, will 
be handled as air shipments. On the basis that air shipment would 
reduce the time in transit the numbers of engines required as spares 
to support a given number of aircraft have been reduced. This is a 
new operation and for purposes of this budget it was estimated that 
about $50,000,000 would be required in 1956 for the commercial ship- 
ment of such engines. On a closer look it appears that more of these 
engines can be shipped by Government owned aircraft than was 
previously planned. It was also evident that the spare engines to be 
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shipped during 1956 were procured and will be available on the basis 
of the longer s ong Tages In other words, the engines are already 
procured to fill up the pipeline requirements for a slower shipping 
rocess. Because of these factors the funds for airlifting engines has 
en reduced $20,000,000. 

Foreign credits.—As has been done for several years the Bureau of the 
Budget insisted upon the Services preparing their respective budgets 
on the basis of reimbursing the U. S. Treasury from appropriated 
funds for foreign credits generated and used in occupied areas. As in 
past years the Committee has again refused to go along with this pro- 
posal thereby making possible a reduction in the appropriation re- 
quest of approximately $60,000,000. 

Travel and transportation of things—For a long time this Committee 
has raised objections to the unnecessary movement of both military 
and civilian personnel and in an effort to force better management 
policies has on a number of previous occasions reduced requests for 
such travel and transportation. Recently a Hoover Commission study 
group also stated that much economy could be accomplished by the 

rvices in this area. Consequently to reemphasize past efforts of this 
Committee to cut down on such expense, the estimate for travel in this 
appropriation has been reduced $4,150,000, and the estimate for trans- 
portation of things has been reduced $8,324,000. 

There are seven major program areas and a small contingency item 
into which the estimates for this appropriation are divided. These 

rogram areas do not follow Air Force organizational patterns exactly 
but they do furnish some idea of the overall Air Force operational 
workload. For this reason a brief statement pertaining to each pro- 
gram is being incorporated as part of this report, as follows: 


OPERATION OF AIRCRAFT 


This program provides for: (a) the procurement of follow-on main- 
tenance aircraft spares, spare parts and supplies; (6) consumption 
requirements for aircraft fuel and oil; and (c) corrective maintenance 
of in-service aircraft. For these purposes the budget included 
$1,200,000,000 to support an active aircraft inventory of 20,692 
scheduled to fly about 10,479,900 hours during 1956. This compares 
with $999,806,099 for 1955, for the support of 9,673,500 scheduled 
flying hours for 19,872 active aircraft. On the basis of a reduction 
in the flying hour program of about 400,000 hours and the cut in 

rices to be paid for gasoline this program was reduced by approxi- 
mately $70,000,000. 


ORGANIZATION, BASE, AND MAINTENANCE EQUIPMENT AND 
SUPPLIES 


Under this program provision is made for the central procurement 
of minor items of equipment, supplies and modification kits for in-use 
ground equipment. For such procurement the budget included 
$190,000,000, as compared with $215,021,000 for 1955. This pro- 
gram has not been changed by the Committee, 
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LOGISTICAL SUPPORT 


This programe provides for the maintenance and operation on a 
worldwide basis of 36 major logistical facilities. Provision is made 
also for: (a2) depot maintenance of aircraft and other vehicles and 
equipment; (6) operation of the Air Force depot supply system; (c) 
commercial transportation incident to the distribution of materiel, 
including the airlift and ocean transportation of personnel and mate- 
riel; (d) installation of communications-electronics technical facilities , 
and other similar functions. For these purposes the budget included 
an estimate of $1,222,974,000, compared with $1,089,325,300 for 1955. 
On the basis of a reduced flying hour program and a reduction of 
funds for the commercial airlift of engines this program has been 
reduced approximately $30,000,000. Some portion of the reductions 
for travel, transportation and foreign credits would also apply in 
this area. 
TRAINING SUPPORT 


Provision is made in this program for the supporting expenses of 
all training activities of the Regular Air Force, Air Force Reserves 
and Air Reserve Officers’ Training Corps. Included in this program 
are the maintenance and operation of all training facilities including 
the Air Academy and contract training schools. For 1956 the budget 
estimated requirements to be $240,000,000 compared with $245,082,846 
for 1955. This is to provide for an average basic military training 
load of 32,800 during 1956 compared with 34,900 in 1955; a technical 
training load at the same level for both years of 54,500 average; and 
a pilot training load of 6,496 during 1956 compared with 7,144 for 
1955. No reductions have been made for this program except as 
reductions for travel and transportation may apply, 


OPERATIONAL SUPPORT 


Under this program provision is made for: (a) the maintenance and 
operation of installations and facilities required to support primary 
combat missions and supporting operational missions assigned to Air 
Force Commands; (6) the operation of aircraft control and warning 
systems; (c) the Aeronautical Chart and Information Service; and (d) 
the supporting operations incident to air combat maneuvers, rotational 
movements of Strategic Air Command and Tactical Air Command 
operational units, and various supporting services. In 1956 there 
are to be 223 active operational support bases and installations, an 
increase of 20 over the 203 programmed in 1955. For expenses of 
this program the budget included $700,000,000 for 1956 compared 
with $674,693,310 for 1955. No change has been made by the 
Committee except in-so-far as the reductions for travel, transporta- 
tion and foreign credits may apply. 


MEDICAL SUPPORT 


Basically, this program provides for the maintenance and operation 
of Air Force medical treatment facilities in the United States and 
overseas and for expenses incident to the medical care of Air Force 
personnel where regular facilities are not available. In 1956 it is 
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expected that there will be 298 medical facilities in operation com. 
pared with 270 for 1955. To coversuch expenses the budget estimated 
requirements to be $63,000,000 in 1956 compared with $62,668,000 in 
1955. No change has been made by the Committee except in-so-far 
as the Air Force may apply general reductions for travel and 
transportation. 

SERVICE-WIDE SUPPORT 


Under this program provision is made for: (a) overall administration 
of the Air Force at departmental and major command headquarters 
and for Air Force-wide services such as finance, audit, field investiga- 
tion and inspection services; () leasing of Air Force-wide communica- 
tions networks and systems; (ce) expenses of air attache and air mission 
offices; and (d) expenses incident to certain headquarters directed 
projects. For these expenses the budget estimated requirements at 
$164,000,000 for 1956 compared with $145,280,200 for 1955. No 
change was made in this estimate except for travel and transportation. 


CONTINGENCIES 


Expenses of a contingency nature were previously carried under a 
separate appropriation. However, for 1956 these items were shifted 
to this appropriation and $8,000,000 was estimated as being required 
for such emergency and military expenses to be expended on the 
authority or the approval of the Secretary of the Air Force. No 
change has been made in this item. 


Mitrrary PEerRsonneL 


The appropriation provides for the pay and allowances of military 
personnel on extended active duty; travel and movement of household 
goods for permanent changes of station; subsistence of enlisted per- 
sonnel and aviation cadets; and a number of other allowances and 
activities pertaining to regular military personnel of the Air Force. 

For reference purposes and as an indication of the basis for the 1956 
appropriations request, there is included a statement showing actual 
and proposed military strength of the Air Force. 


Military personnel strength 























In thousands} 
Actual strength Projected strength 
June 30, 1955 Average strength 
Type of personne! 
June 30, | Dec. 31 Original June 30, 
1954 1954 estimate | Current 1956 For fiscal | For fiscal 
1955 estimate 1955 1956 
budget 
CL, et eae 126.1 128.1 134.4 135.3 135.9 129.7 136.2 
Officers in flying training.. .... 3.6 4.3 oo 6.3 7.1 4.8 7.0 
personne] . ............ 809.1 807.6 822.9 823.0 826. 5 817.8 821.1 
TR eae 938. 8 940.0 964. 5 964. 6 969. 5 952. 3 964.3 
Aviation Cadets. .............. 9.1 7.2 5.5 5.4 6.2 7.7 5.3 
Air Academy Cadets........... 0 0 0 -3 0 3 
Grand total. ............. 947.9 947.2 970.0 970.0 975.0 960. 0 969.9 
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The $3,670,000,000 recommended for appropriation by the com- 
mittee is $9,000,000 less than the budget estimate, including the sup- 
lemental request of $239,000,000 for estimated costs of the “Career 
neentive Act of 1955”. All but $911,000 of the reduction or $8,- 
(89,000 is in funds for movements of individuals and household effects 
in connection with permanent changes in station. The $911,000 is 
to provide for the foreign credit adjustment discussed under the 
appropriation for maintenance and operations. 


RESERVE PERSONNEL 


This appropriation provides for pay and allowances, travel, sub- 
sistence and clothing requirements incident to training and instruction 
of Air Force Reserve personnel and Air Reserve Officers’ Training. 
Corps students. For these activities the committee recommends 
$43,563,000 which is the amount of the budget estimate including 
supplemental funds required for increased costs incident to the 
“Career Incentive Act of 1955”. This is an increase of $15,563,000 
over the amount appropriated for 1955. 


Arr Nationa, Guarp 


The appropriation for the Air National Guard covers all phases of 
Guard expenses, except the procurement of aircraft. To provide 
for these expenses the Committee is recommending the appropriation 
of $202,841,000. This is $300,000 less than the total budget estimate, 
including a supplemental increase because of the “Career Incentive 


Act of 1955”, but is $42,841,000 more than the actual appropriation 

for 1955. The decrease of $300,000 does not affect the Air National 

Guard program. Rather it merely results from an onpenten adjust- 
i 


ment in the price to be paid for aviation gasoline, which was fully 
explained under the appropriation for maintenance and operations. 

The amounts provided will permit further expansion and moderni- 
zation of the Air National Guard and a stepped up training program 
designed to prepare this reserve force for its assigned missions in the 
defense of the country as well as in the preservation of peace and 
order under various laws of the respective states. 
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LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 
On page 4, line 5: 


For transfer by the Secretary of Defense, with the approval of the Director, Bureay 
4 the Budget, to any appropriation for military functions under the Department of 
efense available for procurement; to'be merged with and to be available for the same 
time period as the appropriations to which transferred, for mobilization reserve 
purposes, including purchase of machine tools; and construction and acquisition of 
fycy-ony  famamee including land, buildings, and appurtenances therefor; 


On page 12, line 3: 


The amount available in the Army Stock Fund is hereby reduced by $700,000,000, 
such sum to be covered into the Treasury immediately upon approval of this Act. 


On page 23, line 2: 


The amounts available in the several funds named below are hereby reduced by the 
respective sums indicated, such sums to be covered into the Treasury immediately upon 
approval of this Act: 

avy Stock Fund, $429,000,000; 
Marine Corps Stock Fund, $25,000,000; 
Navy Industrial Fund, $40,000,000. 


On page 29, line 23: 


The amount available in the Air Force Stock Fund ts hereby reduced by 
Gade” such sum to be covered into the Treasury immediately upon approval 
of this Act. 


On page 30, line 2: 


The amount available in the Air Force Industrial Fund is hereby reduced by 
yt Faeries such sum to be covered into the Treasury immediately upon approval 
of this Act. 


On page 30, line 21: 


Sec. 602. Hereafter, section $648, Revised Statutes, shall not apply in the case 
of payments made from appropriations to the Department of Defense, (1) to payments 
made in compliance with the laws of foreign countries or their ministerial regulations, 
(2) to payments for rent in such countries for such periods as may be necessary 
accord with local custom, or (8) to payments made for tuition. 


On page 31, line 7: 


Sec. 604. Hereafter, such military and naval personnel as may be detailed for 
duty with agencies not a part of the Department of Defense on a reimbursement 
basis may be employed in addition to the numbers otherwise authorized and approprr 
ated for. 


On page 38, line 4: 


Sec. 614. Hereafter, no part of any appropriation to the Department of Defense 
shall be available for or on account of the supply or replacement of table linen, dishes, 
glassware, silver, and kitchen utensils for use in the residences or quarters of officers 
on shore (other than for field messes, messes temporarily set up on shore for bachelor 
officers and officers attached to seagoing or district defense vessels, to aviation untis 
based on seagoing vessels, to the fleet air bases, to the submarine bases, or to landing 
forces and expeditions), except in accordance with regulations approved by the Secre- 
tary of Defense which shall provide for uniform practices among all of the services. 
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On page 49, line 4: 


Szc. 685. Appropriations of the Department of Defense available for the payment 
of rental allowances shall be available for the leasing of quarters in foreign countries 
constructed under the authority of section 302 of Public Law 534, approved July 14, 


1952, for assignment as public quarters to military personnel of the Department of 
Defense. 


On page 49, line 10: 


Sze. 636. Appropriations contained in this Act shall be available for providing 
furnishings, without charge, in other than public quarters occupied by military or 
civilian personnel of the Department of Defense on duty outside the continental 
United States or in Alaska, upon a determination, under regulations approved by 
the Secretary of Defense, that such action is advantageous to the Government. 


On page 49, line 22: 


Szc. 638. No part of any funds provided in this Act shall be available or used for’ 
the moving of any major permanent facility until the use of such funds has been 
specifically justified before the appropriate committees of Congress. 


On page 50, line 4: 


No part of the funds appropriated in this act may be used for the disposal or trans- 
fer by contract or otherwise of work traditionally performed by civilian personnel of 
the Department of Defense unless it has been justified before the appropriate com- 
miltees of Congress that the disposal is economically sound and that the related services 
can be performed by a contractor without danger to national security. 








ae i tettamearnateryaimanealatentatonrs nic canes 














} 
000 ‘096 ‘se 











Poe fo 000 ‘O12 ‘b— 000 ‘096 ‘se 000 ‘029 ‘EF 
LT ae 000 ‘062 + 000 ‘096 ‘2 000 ‘096 ‘ZL 000 ‘049 ‘LZ 
ee ae ee 000 ‘000 ‘¢$— 000 ‘000 ‘TE$ 000 ‘000 ‘TE$ 000 ‘000 ‘9e$ 


eee ww wee eee 


s}UNn0908 [wideds ‘}ty0 7, 


Pas oan (ay1uygepul yueuvutied) AABN 


ey} jo yuauyisdeg 


‘s}yoid saiojs diyg 


Ay10do1id 


AIV}IUT JO BAVATBS 1O [vs 10} UOIWBIBdslg 


@SNG4Gq dO INANLUVdaAd 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1956 


9961 “SOIVUN]ISe O3pNg | og6I ‘sUO;wIdoIddy 





YM poseduroo [Ig 





9961 
‘I U} pepucurm00ey 


9961 ‘se}eUrTIse yospng 





Sg6l ‘suo}yejidolddy 





woz] 





56 








SSAC BT ey hearin ta ort Nancocdinierencce oe ee ae 


eae smeneer tesa Eapeeeaance Reeadicaataeat perenne 2 


SNOLLVIUdOUddV ALINIAAGNI GNV TV10adS 








SaIgNvVua] NYDIHOIN 4O ALISMIAIND 


souiihid ie. ale oe 











57 


© 
i) 
o 
-_ 
oy 
Z 
° 
a 
4 
= 
Pu 
° 
[2] 
si 
<3) 
7) 
a 
oo) 
be 
= 
a 
om 
° 
iS) 
a 
& 
[ont 
< 
By 
a] 
a 





"Sh1 ‘90d “H 4! 000'000'Se$ Sepnjouy , 


"ecgl ‘oy uoNeiudorddy jej}usutejddng pz ur papraoid se Jojsuvsy Aq pedttlap 9q 0} 000‘000'ZZ$ ‘UOINIPpB UT g 
‘@[QBIIBAB ponuryuod spuny poyeridoidds AjsnorAeid Jo OQ0‘O00'OOTS « 
GG6L ‘QOoy Uolnsiidoiddy jeyuswelddng pz ur poprAoid sv Jajsuvsy Aq paatiap 9q 0} 000'OZE'F$ ‘WONIPps UT , 


000 ‘002 ‘06 + 
000 ‘000 ‘OOT + 


000 ‘0&2 ‘#$ + 


000 ‘Oz 


000 ‘000 ‘S64 
000 ‘000 ‘OOT 
000 ‘000 ‘Sz 
000 ‘000 ‘OF 
000 ‘086 ‘I1$ 





000 ‘Ooze 


000 ‘000 ‘S6F » 
000 ‘000 ‘OOT 
000 ‘000 ‘ce 
000 ‘000 ‘OF 
000 ‘0€6 ‘TIS 


000 ‘0ze 


000 ‘009 ‘FOF « 
(s) 

000 ‘000 ‘ez 

000 ‘000 ‘OF 

000 ‘089 ‘2$ 1 


sjeoddy 
Aivjzii_ JO WAND ‘sosuedxe pu salieleg 


Sed poirjoyy 
891} {]19BJ PUB S]OO} 9AJOSOzT 
puny Aouesi0ury 


See ee Oe ee ee salsuesuIyUOD 








SHILIAILOV ZOIAUISUA 


LINI—II PILIL 





000 ‘oss — 


000 ‘ose — 


000 ‘00F ‘ZI 


000 ‘0¢2 ‘ZI 


000 ‘OSL ‘ZI 





000 ‘OO — 


000 ‘OSz$ — 


000 ‘001 — 


000 ‘Osz$ — 


000 ‘OOF 


000 ‘000 ‘ZI¢ 


000 ‘00g 


000 ‘092 ‘ZI¢$ 


000 ‘00g 


000 ‘092 ‘ZI$ 


asuajoq Jo 
£1BY91N0G JO DIYO—] 2919 ‘/ej0zL 


uoIPVULIOJUT 
ongng jo eWOQ ‘sesuedxe puv salieleg 


sosuedxe pus sollBleg 





QOS6l ‘SO7BUI]}Se JospPNg 





SO6I ‘SUO;Ie}Idolddy 


9e6T 
‘IQ Oy} pepusuTm0;EY 





—qyA posed ur0o [Ng 








O961 ‘Se}¥UIT}Se joZpNg 





S961 ‘suO;}VIdoidd y 








ASNG4aqC AO AUVLANOAS AHL AO AOIAO—I AILIL 


9S6T HOA TIIG AHL NI 
CAIGNAWWOOTA SLNOOWV AGNV SALVNLLSA GNV SS6I YOA SNOLLVIUdOUddV JO LNAIWALVLS AZAILVUVINOD 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1956 


58 


=e BS OY UNG ALOVdUAO-AI ZILIL 
































000 ‘Z9I ‘FFZ— 986 ‘8FZ ‘68T— | 000 ‘818 ‘6ze‘Z | 000 ‘086 ‘ezo‘Z | 986 ‘990 ‘619 ‘2 [~~~ ~~~ TTT TTT Aulry oq} 
jo yuoujisdeq—]]] 2°13 ‘TeI07, 
000 ‘69% — 000 ‘S9L + 000 ‘000 ‘g 000 ‘692 ‘S 000 ‘S82 ‘F ~erreren= "ma shG UONBIUNUIWIOD BASB[Y 
000 ‘STI + 000 ‘S9T + 000 ‘$92 000 ‘OSI 000 ‘OOT Bewbiald wets peepee ky “eee = “901Z00lg 
opty JO uoOMIOIg 3} JO prvog [BUoIyeN 
asascenserocoeetl aan ‘enn gy a 000 ‘000 ‘eee 000 ‘000 ‘eee 000 ‘000 ‘Ste a ar ae juewdojaaep pu’ YoIwasey 
Goan ecieasmeeae 000 ‘602 ‘68+ 000 ‘62 ‘808 000 USS "S0E ns | 1 'OOD VER SES ce Tee ere etetsess pivny peuoyeN Aury 
000 ‘T6e — 000 ‘689 ‘I¢ + 000 ‘689 ‘IFT 000 ‘O86 ‘IFT ¢ 000 ‘000 ‘06 ee er eee ~-----"jauuosied 9Asasey 
2 eee 000 ‘I19 ‘9I + 000 ‘II9 ‘TE 000 ‘119 ‘Ie wes fo ea oe eR Tt ~*~ 7990103 
eAlosoy «=Auy ‘dononmsuoo §=6AreqTIIT 
000 ‘ZIT ‘8z— FIO ‘962 ‘Se+ 000 ‘610 ‘TE8‘% | 000 ‘TET ‘S90 ‘8. | 986 ‘Zz ‘S6Z'% [TTT suo!I}Viedo puv sdUBUd}UIB 
000 ‘gos ‘6$— 000 ‘P88 ‘IZFS— | 000 ‘260 ‘629 ‘8$ | 000 ‘009 ‘889 ‘Es Ss bie agente aacatbatniettta teva jouuosiod Arey 
AWUV AHL JO LNAWLUVAAA—IlI AILIL 
000 ‘000 ‘oI$— 000 ‘0S2 ‘FFI+ | 000 ‘0SZ ‘Zz9$ | 000 ‘Sz ‘zs9$ | O0D‘OOS‘Zzg = jm SOIqTANy 
“OY 9dIAJOSIO}U[T—]] 297319 ‘[BIOT 
stip aint teases wwe (ew See et BRM tela oats S.LSW ‘sdrys Jo uoyjonsysa05 
9961 ‘sej}eUII}se :oZpng | cost ‘suo;ejidoiddy 
9961 








114 poreduroo [Iq 





‘Iq @ pepuoUTU0;e,T 





9961 ‘Se}8UT}}s0 JospNg 





O61 ‘suOjyelIdoiddy 





OIL 











penulzu0pON—SAILIAILOV HOIAMASUALNI—II AILIL 
penuyuo0n—geg] Lof 1719 2y) Ut papuamworas SJUNOUD puD sanUYsa pu ogE] 40f suoynrisdouddn fo yuamaynjs aarywsnd wog 





NYDIHOIA AO ALISHAAINN| 





Si Liles ei aca basi 5 vue eeu ah et ai 











*UOJ}BZJIONING 30814000 IOLId ONO'ZLE‘R$ JO WOISSTOSAZT 4 

‘ChI ‘900 “H Ul 000'ELE ‘TS SepNjouy oy 

“CFI “9°00 ‘H U 000° L68'0FS SOPNOUT 54 

‘Chl “90M "HU 000 898° LF SepNouyT gy 

“StL ‘90d “H Ul 000'EZEFSIS Sepnpouy gy 

‘pt (90d “H ul 000‘68F ‘EIS Sepnpouy yy 

*000'00¢ ‘9Z% Pe2e0xo 0} You Jo AjLIOY{NB JajsuBl, ‘UOIIPpB UT oy; 

‘ChI (90 “HH U 000‘169‘TT$ Sepnyouy 4 

‘000‘000‘8T$ pee0xe 03 You jo AjLIOYANB JojsuBsy ‘UOI}IppB UT ¢ 

‘Chl “90 “HH Ul 000‘0S3‘1e$ Sepnhjouy , 

"CHL (90d ‘H Ul 000'009'8ZZ$ SepNpUT » 

"ec6l ‘OV uonviudoiddy peyuewaddng pz ur poprAoid sv sJojsuvsy Aq poalsap oq 0} 000‘000‘OSTS ‘UOMIppB UT » 
~-(survig01d [G-gfP61) Sdiys jo uoMonsysu0g 


59 


eonccecceccre--""! 000 ‘009 ‘4¢— (ox) (or) 000 ‘009 ‘L¢ 
000 ‘S10 ‘L— 000 ‘966 ‘8E— 000 ‘¢89 ‘622 000 ‘002 ‘982 000 ‘189 ‘8I8 srr eeennnern=-soiqioey pus sdiyg 


000 ‘FE9 ‘OL+ 000 ‘Fez ‘She + 000 ‘F£9 ‘288 ‘T 000 ‘000 ‘ZTé ‘T 000 ‘OOF ‘Z0 ‘T (sue13 
-O1d 9¢-ZGG]) UOISI9AUOD puB ZuIpIngdigg 


000 ‘898 ‘+ — 00¢ ‘9e2 ‘87+ 000 ‘Ze9 ‘608 000 ‘00¢ ‘F18 00¢ ‘S68 ‘O8Z ~~" "“salji[]o8y PUB FyBIOITY 
000 ‘209 ‘z¢1+ 000 ‘996 ‘290 ‘I—| 000 ‘Z09 ‘906 000 ‘000 ‘g¢z 000 ‘89¢ ‘E26 ‘T justMAINIOId pezBjad pu’ yBIOITY 
000 ‘osz ‘¢— 00¢ ‘soz ‘b+ 000 ‘O¢2 ‘ZLT 000 ‘000 ‘921 00¢ ‘$66 ‘L9T Pigtpade inns sai} 1[108y pus sdooy sdioy oupeyy 
wrercenennen="""! 000 ‘929 ‘9ST + | 000 ‘00S ‘982 000 ‘00¢ ‘98z 000 ‘626 ‘621 “““guemeinooid sdiog suey 
000 ‘9¢s ‘E+ 000 ‘909 ‘02 000 ‘909 ‘0Z s 000 ‘O¢z ‘OT ~wrree"="sdioy euleyy ‘jeuuosied aasosoy 
000 ‘g¢6 ‘I— OOF ‘292 ‘b+ 000 ‘seh ‘919 000 ‘168 ‘819 | 009 ‘O8I ‘ZI9 sdiog suey ‘jouuossed AreqTyy 
ee eee ee 000 ‘000 ‘e8 000 ‘000 ‘es 000 ‘Og0 ‘ez ~----""=-s9suedxe jvioued ‘jauuossod AABN 
et a To 000 ‘TI ‘I6 000 ‘TIS ‘16 er 000 ‘OOT ‘8z ~-o-"""KABN ‘Jouuosied eAsosoy 
OOT ‘Ost ‘b$— 006 ‘601 ‘69$+ | 006 ‘GOI ‘98h ‘Z$ | 000'06S‘06F‘ZS « | 000 ‘000 ‘LIF ‘ZS Ce ‘jauuosied Arey IY 


© 
: 
a 
: 
z 
: 
i) 
5 
3 
4 
E 
3 
5 
e 
=] 




















AAVN ZHL AO INSWLUVdad—AI WILIL 








ect rnnnnca we ae o-----AWIy 243 


| ‘ ‘ ‘ ‘ J . 
‘ NNO ‘R18 ‘6ze ‘2 | 000 ‘086 ‘SZS ‘2 986 ‘990 ‘619 2 en ananmnraedactr.—TTY ef ‘330-7. 


AAR ‘ent ‘33.9 —< ace ‘O67 ‘AQZ— =| 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1956 


60 


Ped ae Fa Rp 





4“4J08HOu WIV ZHL ZO INSZWLUVdaaq—A AILIL 


; a 
aR OS eh SE Ba 


ey akg Rae RRA Ee, Pu 
OSE See 








000 ‘8zE ‘801 — 


00 ‘686 ‘OF9 — 


000 ‘bE8 ‘120 ‘6 


000 ‘LST ‘OST 6 


00S ‘E28 ‘ZI2 ‘6 





Veriianen deuce ees sees aseeee Tae 
ey} Jo Juowyasdaq—A] of} ‘[8}0], 














worerenasccecee- 000 ‘FZL— 000 ‘1¢8 ‘Z 000 ‘Is % eons: rr." =. ee ~“SaAdasol UNa[OIjed [BARN 
000 ‘2zt ‘TI + 000 ‘0% ‘O0I— 000 ‘0ZE ‘66 000 ‘868 ‘28 000 ‘OLS ‘FOT coc uaus = mplG> > Sa SU0I}BIAdO apIMadIAIag 
000 ‘00F ‘Z— 000 ‘002 ‘th — 000 ‘009 ‘262 000 ‘000 ‘862 aes. f.....-...- aousuy pus 4[ddns aprmeorAseg 
gtesereszecess>* 001 ‘890 ‘ZI+ | 000 ‘eee ‘Ter 000 ‘£86 ‘Teh Wat a Tee quaudopeAep pus qarwosry 
009 ‘SIF— 00F ‘190 ‘EI + O0F ‘190 ‘82 000 ‘LLP ‘8% 000 ‘000 ‘ST ~$9010,] OALOSOY [BAB N ‘uosjoNI4SsUod ABTA 
008 ‘Og ‘Z— 0024 ‘S22 ‘ST + 00L ‘690 ‘OZT 000 ‘00¢ ‘221 000 ‘6% ‘FOT Sih rahi Ch PARED ~"="""SULVOUISUO [LAID 
000 ‘006 — 000 ‘001 ‘T— 000 ‘00¢ ‘z9 000 ‘OOF ‘E9 000 ‘009 ‘e9 Be eats rit Sart rev Teer e= =" alBd [BOIpPayy 
ae. Ie. oe: ieee Lice eee ~ Acree eee ae 
000 ‘119 ‘¢— 000 ‘24S ‘FLZ— | 000 ‘688 ‘ZT 000 ‘008 ‘88T ow as CCN ~""""""sarqTIoBy pu’ sdUBUPIO 
000 ‘ZFS ‘S81 + 000 ‘Zh “S8I$+ | 000 ‘Zh8 ‘E8T$ a [---- ott ea!’ asus ee “UOT}{UNUIWB PUB sdUBUpPIO Jo UDWEINIOIT 
rr ie a On ee We. ee prior icahts tle quowoenooid Arey AABN 
Q96T ‘Se;eUTI}s0 yoIpNg | CoE ‘sUOTZUIdOIddy 
9961 Q96T ‘sezeur}ys0 Jo3png | gst ‘suo pEJIdouddy ohh 


—Yqja poreduroo [1g 


‘(1 U] pepusurm000Y 














penuyu0g—9g96] 4of 1719 9Y} Ut papuawmwodr—s SFUNDWD PUD saDUYyse puD ogg] sof suoyorudosddn fo yuawayns sayosvdwog 


penulzu0O—ZAAVN HHL dO ININLUVdAG—AI WFILIL 


Sa2IMvua] NYDIHOIW 4AO ALISHAAINND 




















61 


© 
L =) 
o 
~~ 
g 
= 
= 
| 
oe 
ey 
) 
ee 
i) 
= 
a 
mM 
a 
fe 
ic 
a 
i 
° 
= 
el 
a 


‘e010q ITy 


O 


‘000‘000'SSF$ 


‘000‘000'ez$ ‘sdi0D cule ‘000'000'69F$ ‘AABN ‘000‘000'00L$ ‘AMIY ‘000'000'6FO'TS ‘Spuny [erIdvo Burys0y 


“UOlPVZLLOY4NB 4ovIZUOD JOLId OOO'ZLY'S$ ‘(suIBIZOId [G-gFGT) AABN ‘sdrys jo uoonsysuog 
[OPVUl BIB SUOISSIISEL SUIMOT[OJ OY} ‘UOTJONpoL OAOGB 9y} 0} UOIZIPps UT —'ALON 


"ShT ‘90M “H Ul 000'TFI‘E$ SOPNIOUT og 


WSS6l ‘Oy uoneudoiddy osusjeq jo yuowyivdaq,, Aq paziioyjne sv Jojsuvsy Aq popraoid oq Avul 000‘'000'6$ 04 dn ‘uoMIpps Uy yz 


“ShT “90 “H Ul 000'E9S‘ES SopNpoUy ex 


«SS6L ‘Vy uonsidoiddy esuajoq jo yuowziedeq,, Aq pozji0yyne sv JojsuBsy Aq poprtAoid oq Avu QOO‘O00'S$ 0} dn ‘uONIppe UT ¢ 


'CbT “90 “H Ut! 000‘000'6EZ$ SePNOUy yz 


« SS61 “oy uonsiuidoiddy jejyuowosddng pz,, 243 ul popraoid sv Jojsuvsy Aq paatiop 2q 04 000‘000'OLIS ‘UONIPpB UT og 


“CFL 90d “H U! 000'FL6‘2Z$ SEpNpoUy gy 


‘OOT'G02‘'8$ peeoxe 03 Jou suorviudoidde Jold Wo sooURTeq poyBATqoun urez490 ‘UOIIIPpB UT ¢ 


*IIIG 94} UL papnpouL oF¥nFuyy Jopun ojqupreaw oq 04 OOO‘O0O'ELY 7% PoyBUIIyse A[JUDIIND sooUBleG pozesI[qoun ‘uONMIpps UT zy 





000 ‘609 ‘FFL — 


FIG ‘SSI ‘889 ‘+ 


000 ‘902 ‘88h ‘I 


000 ‘SI8 ‘ZE2 ‘Ze 


98F ‘020 ‘008 ‘8Z 








000 ‘P22 ‘I88— 


000 ‘626 ‘Lb ‘€ + 


000 ‘406 ‘LOF ‘FI 


000 ‘829 ‘E82 ‘FI 


000 ‘086 ‘226 ‘OI 





000 ‘008 — 

000 ‘000 ‘6 — 
000 ‘FLb ‘ZLT— 
000 ‘000 ‘og — 
000 ‘000 ‘OsI$— 


000 ‘000 ‘8% — 
000 ‘1#8 ‘7+ 
000 ‘g9¢ ‘eT + 
000 ‘962 ‘e1¢+ 
000 ‘802 ‘ZIT + 
000 ‘06 ‘TST + 
000 ‘F98 ‘ze — 
000 ‘000 ‘061 ‘e$ + 








0 
000 ‘T#8 ‘20% 
000 ‘E99 ‘er 

000 ‘000 ‘029 ‘8 
000 ‘00 ‘e19 ‘g 
000 ‘000 ‘Oz¢ 
000 ‘000 ‘ose 
000 ‘000 ‘096 ‘s¢ 





0 
000 ‘TFT ‘802 ox 
000 ‘299 ‘EF ex 
000 ‘000 ‘629 ‘E 
000 ‘626 ‘L8L ‘E ot 
000 ‘000 ‘Oz¢ 

000 ‘000 ‘OOF 

000 ‘000 ‘O0T ‘9$ 





000 ‘000 ‘8% 

000 ‘000 ‘O9T ve 
000 ‘000 ‘82 ex 
000 ‘FOL ‘998 ‘E oz 
000 ‘262 ‘Z0¢ ‘g 
000 ‘020 ‘8IF 

000 ‘98 ‘FL9 

000 ‘000 ‘092 ‘z¢ 





nice a eons aie ee er 
‘IT ‘I 891913 ‘suorzeridoidde [807 


a010.J Ity 
ay} Jo yuowjiedeq—A 2131} ‘1830.1, 


coeccsssecoesose= ae 
~se---"="--nIeNr) [BUOIBN Irv 
~----=="=197U0sI0d 9AIOSOYT 
---=-1guuossed AIBzTT 
~s-=--"==-=---suongiado pu’ dUBUZUIEIY 
------quauidojaAop puv Yyoivesey 
~""~qyeso1e UBY} Joyo JuoUTeINIOId JOfeW 


quauiainooid pazejel puv yjJvIOIIy 





HoOuod UV AHL AO INEWLUVdAC—A AILIL 


Pe TST a Ne EA TE TEN Oo OE ORE 


eT ARES 





Sa 


f 
M 
He 
thi 
ser 
col 
res 
the 
me 


Fie 


pace SAINVUSI NYDIHDIW JO ALISMAAINGD 





Finny ie Eke tee tin ony dens steph 





cossadai ected 
eucppsareavesny Needing 











847H CONGRESS ' HOUSE OF REPRESENTATIVES | Report 
1st Session No. 494 


—= 





POSTAL FIELD SERVICE COMPENSATION ACT OF 1955 





May 5, 1955.—Ordered to be printed 





Mr. Murray of Tennessee, from: the:committee of conference, sub- 
mitted the following 


CONFERENCE REPORT 


[To accompany 8. 1] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 1) to increase 
the rates of basic compensation of officers and employees in the field 


service of the Post Office Department, having met, after full and free 
conference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: That this Act may be cited as the ‘Postal 
Field Service Compensation Act of 1955”’. 


TITLE I—DEFINITIONS, COVERAGE, AND EXEMPTIONS 
DEFINITIONS 


Src. 101. For the purposes of this Act— 

(1) “Department” means the Post Office Department established 
by section 388 of the Revised Statutes (5 U.S. C., sec. 361), and the 
postal field service of the Post Office Department; 

(2) “postal field service’’ includes all operations and organization 
units of the Department, other than the departmental operations and 
organization units in the headqiarters offices of the Post Office De- 
partment at the seat of the Government, and includes postal inspectors 
assigned to the headquarters offices of the Post Office Department at 
the seat of the Government; 

(3) ““employee’’, unless the context otherwise indicates, includes 
postmasters, afieers, supervisors, and all other persons employed in 
the postal field service, regardless of title, other than persons who 
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provide services for the Department on a fee, contract, job, or piece- 
work basis; 

(4) “position” means the duties and responsibilities assigned ty 
an employee, other than duties performed on a fee, contract, job, or 
piecework basis; 

(5) “key position” means an existing position, described in sec- 
tion 203 of this Act; 

(6) “salary level” means the numerical standing in the Postal 
Field Service Schedule assigned to a position in the postal field 
service; 

(7) “basic salary” means the rate of annual or hourly compensation 
specified by law, exclusive of overtime, night differential, and longevity 
compensation; 

(8) “basic compensation” means basic salary plus longevity com- 
pensation: and 

(9) “persons” has the meaning prescribed for such word in section 
1 of title 1 of the United States Code. 


COVERAGE 


Sec. 102. This Act applies to all positions and employees in the posta! 
field service. 


TITLE II—RANKING OF POSITIONS 
ADMINISTRATION 


Sec. 201. (a) The Postmaster General shall determine the personnel 
requirements of the postal field service, and fix the number of supervisors 
and other employees in such service, except that not more than one assistant 
postmaster may be employed at any post office. He shall define th 
various positions other than the key positions specified in section 203 of 
this Act and the standard positions of postmaster in a fourth-class office 
and rural carrier. He shall assign each such position to its appropriat: 
salary level in the Postal Field Service Schedule. He shall ascertain th: 
appropriate salary level of a position (1) by comparing the duties, respon- 
sibilities, and work requirements of the position with the duties, respon- 
sibilities, and works requirements of key positions described in section 203 
of this Act, and (2) by ranking the position in relation to the key position 
most closely comparable in terms of the level of duties, responsibilities, 
and work requirements. 

(b) In ranking positions, the Postmaster General shall apply the 
principle of equal pay for substantially equal work and give effect to 
substantial differences in difficulty of the work to be performed, in the 
degree of responsibility to be exercised, in the scope and variety of tasks 
involved, and in the conditions of performance. 

(c) The Postmaster General’s determinations under this section shali 
be the basis for the payment of compensation and for personnel 
transactions. 

APPEALS 


Sec. 202. Any employee, either individually or together with one or 
more other employees with a similar grievance, may appeal at any time, 
an person or through his representative specifically designated for that 
purpose, to the United States Civil Service Commission to review (1) if 
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such employee is in a position other than a key position described in 
section 203 of this Act, any action taken by the Postmaster General under 
section 201 of this Act, in order to determine whether his position has 
been placed in tts appropriate salary level in accordance with such section, 
and (2) if such employee is in a key position described in section 203 of 
this Act, any administrative action taken or determination made under 
this Act, in connection with such employee, in order to determine whether 
such employee has been placed correctly in a key position on the basis of 
and in accordance with the descriptions of key positions and the assign- 
ments of such positions to salary levels specified in section 208 of this 
Act. The Commission shall act upon such appeal at the earliest prac- 
ticable time, and its decision on such appeal shall be certified forthwith 
to the Postmaster General who shall take action in accordance with such 
certificate. 


KEY POSITIONS 


Sxc. 203. Key positions in the postal field service consisting of stand- 
ard, related tasks commonly performed in that service are described and 
assigned to salary levels in the Postal Field Service Schedule, as follows: 

(1) POSITION.—JANITOR—LEVEL 1. 

Basic Funcrion.—Cleans, sweeps, and removes trash from work 
areas, lobbies, and washrooms. 

Duties AND Respons!IBILITIES.— 

(A) Sweeps and scrubs floors and stairs, dusts furniture and fixtures, 
cleans washrooms and washes windows (except exterior glass in high 
buildings). 

(B) Moves furniture and helps erect equipment and fixtures within 
offices of the building. 

(C) In addition, may perform any of the following duties: 

(i) Cleans we and snow from the sidewalks and driveways, and 
tends the lawn, shrubbery, and premises of the post office. 
(ii) Washes walls and ceilings. 

OrGANIZATIONAL Retarionsuips.—Reports to a foreman or other 
designated supervisor. 

(2) POSITION.—ELEVATOR OPERATOR—LEVEL 2. 

Baste Funcrion.—Operates a freight or passenger elevator. 

Durirs AND ResponsiIBILITIES. 

(A) Operates elevator. 

(B) Cleans cab of elevator and polishes metal fittings. 

(C) In addition, may perform any of the following duties: 

(i) Pushes handcarts of mail on and off elevator or assists in load- 
ing or unloading material carried on elevator. 

(ii) Tends the heating plant or performs cleaning duties in the 
vicinity of the elevator. 

OrganizaTIONAL Retarionsuips.—Reports to an elevator starter or 
other designated supervisor. 

(3) POSITION.—ORDER FILLER—LEVEL 2. 

_ Baste Funerion.—Selects, assembles, and makes ready for shipment 
uems requisitioned by postal field establishments. 

Dorigs AND ResponsiBILITIES.— 

Is assigned any of the following duties: 

(A) Separates sheets of the requisition form, fastens copies to clip- 
boards and places on appropriate conveyor line. 
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(B) Clarifies writing on carbon copies of requisitions in order to mini- 
mize erros in filling requisitions. 

(C) Sets up and prepares shipping containers. 

(D) Places in cartons on conveyor lines the quantities of items requisi- 
tioned from an assigned station, indicating action taken opposite each item. 

(Z£) Fills and labels bulk shipping orders and moves bulk material to 
dispatch area. 

(Ff) Replenishes from stock items stored in individual stations and 

keeps stations neat and orderly to facilitate filling of requisitions. 

(G@) Transports bulk and individual shipments on hand trucks. 

(H) Assembles materials for each requisition where conveyor lines 
converge. 

(1) Places cartons on assembly table for coordination and packing. 

(J) Checks requisition copies and items to assure that proper action 
has been taken. 

(K) Directs items not requiring packing to dispatch area. 

(L) Combines shipments to reduce packing. 

(M) Transmits bulk slips and ehiaping labels to the appropriate 
erson. 

. (N) Labels bulk and individual packages with printed labels to 
avoid hand labeling. 

(O) Prepares labels by use of appropriate rubber stamps. 

(P) Seals cartons with stapling machine or tape. 

(Q) Packs supplies for shipment. 

(R) Stacks and trucks completed orders. 

OrGaANIzATIONAL Retarionsutps.—Reports to a foreman or other 
designated supervisor. 

(4) POSITION.—CLERK. THIRD-CLASS POST OFFICE—LEVEL 2. 

Basic Foncrion.—Sorts incoming and dispatches outgoing mail for 
a small number of points of separation and destination; provides a 
limited number of services at public windows. 

Dories AND ResponsIBILITIES.— 

(A) Sorts incoming mail for general delivery, lock boxes, and one or 
more delivery routes. 

(B) Postmarks and prepares mail for dispatch by train or other mail 
route; closes, locks, and affixes labels to pouches and mail sacks. 

(C) Performs services at a public window, such as selling stamps, 
stamped envelopes, or other routine functions. 

(D) As the needs of the service require, may perform other related 
duties incidental to the operation of the post office. 

ORGANIZATIONAL Retarionsuips.—Reports to a postmaster. 

(5) POSITION.—GUARD—LEVEL 3. 

Basie Foncrron.—Makes rounds of the post office building, and 
punches clocks at designated stations. 

Dories AnD ResponsiBiLiT1Es.— 

(A) Patrols buildings, punching watchman’s clock where furnished, 
checking door and window locks, noting and reporting fire hazards and 
other irregularities, such as running water and unclosed doors and 
windows. 

(B) Sounds fire alarm. 

(C) Preserves order in corridors and, when necessary, detains persons 
Jor interrogation by post-office inspectors or local police. 
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(D) In addition may perform any of the ne duties: 

(i) Gives directions to the public in building lobby. 

(ii) Raises and lowers the flag. 

(iii) Retrieves lost and found articles and delivers them to the 
appropriate place. 

(iv) Obtains names of victims, doctors, police, and witnesses in 
the event of accident. 
' (v) yg properly entrances and prevents damage to property by 
the pudiic. 

Gj ) Tends the heating plant of the building. 

(vit) Operates elevators on a relief basis. 

(viii) Does incidental cleaning and laboring work. 

OrGanizaTIonaL Retarionsuips.—Reports to a lieutenant of the 
guard, a building superintendent, or other designated supervisor. 

(6) POSITION.—FILE CLERK—LEVEL 3. 

Basic Funcrion.—Sets up and maintains files on one or more subject 
matters. 

Duries anv ResponsiBILitTigs.— 

(A) Prepares new file folders and maintains existing folders in correct 
order as prescribed in the established filing system. 

(B) Transmits folders or information contained therein to authorized 
personnel (for example, forwards personnel folders to requesting super- 
visors, or copies data from folders to satisfy requests). 

(C) Opens, sorts, and searches file material, and maintains files in 
up-to-date condition. 

(D) In addition, may perform any of the following duties: 

(i) Types from rough draft or plain copy. 

(72) Answers telephones. 

(it) Prepares requ sitions for supplies. 

(ww) Operates a mimeograph machine. 
OrganizaTionaL Retationsuips.—Reports to a designated super- 
rmsor. 

(7) POSITION.—TYPIST—LEVEL 3. 


Basic Funerion.—Types material such as forms, correspondence, 
and stencils from rough draft or plain copy; performs general office work. 

Dories anv ResponsiBiLiTies.— 

(A) In accordance with instructions and information furnished by 
supervivor, types forms, standard reports, and documents such as invita- 
tions to bid, orders, contracts, invoices, personnel actions, and related 
materials, 

(B) Types correspondence and memoranda from rough drafts or 
general information. 

(C) Cuts stencils for instructions, circulars, and other general uses. 

(D) In addition, may perform any of the following duties: 

(t) Transcribes from a dictating machine. 
(77) Operates a mimeograph machine. 
(iii) Files, checks requisitions, prepares vouchers, and answers 
the telephone. 
Organization aL Retationsuips.—Reports to a designated super- 
visor. 

(8) POSITION.—MAIL HANDLER—LEVEL 3. 

Baste Funcrion.—Loads, unloads, and moves bulk mail, and per- 
forms other duties incidental to the movement and processing of mail. 
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Dories anv ResponsiBiLities.— 

(A) Unloads mail received by trucks. Separates all mail received by 
trucks and conveyors for subsequent dispatch to other conveying units, and 
separates and delivers working mails for delivery to distribution areas. 

(B) Places empty sacks or pouches on racks, labels them where labels are 
prearranged or racks are plainly marked, dumps mail from sacks, cuts 
ties, faces letter mail, carries mail to distributors for processing, places 
processed mail into sacks, removes filled sacks and pouches from racks, 
closes and locks same. Picks up sacks, pouches, and outside pieces, 
separates outgoing bulk. masts for dispatch and loads mail onto trucks. 

(C) Handles and sacks empty equipment, inspects empty equipment for 
mail content, restrings sacks. 

(D) Cancels stamps on parcel post, operates canceling machines, carries 
mail from canceling machine to distribution cases. 

(EZ) Assists in supply and slip rooms and operates addressograph, 
mimeograph, and similar machines. 

(F) In addition, may perform any of the following duties: 

(i) Acts as armed guard for valuable registry shipments and as 
watchman and guard around post office building. 

(it) Makes simple distribution of parcel post mail requiring no 
scheme knowledge. 

(iit) Operates electric jork-lift trucks. 

(iv) Rewraps soiled or broken parcels. 

(v) Performs other miscellancous duties, such as stamping tickets, 
weighing incoming sacks, cleaning and sweeping in workrooms, 
offices, and trucks where such work is not performed by reqular 
cleaners. 

OrGanizarionaL Retarionsuips.—Reports to a foreman or other 

designated supervisor, 

(9) POSITION.—GARAGEMAN—LEVEL 3. 

Basic Funcrion.—Performs a variety of routine services incidental 

to the proper maintenance of motor vehieles. 

Doties anv ResponstRiLiries.— 

(A) Lubricates trucks in accordance with lubrication charts and type 
of truck. 

(B) Chana s crankease oil and filter cleaners and cleans case in con- 
formance with instructions and vehicle mileage. 

(C’) ( han ges tires and muiike & necessary repairs. 

(D) Wash s and steam-cleans trucks, 

(FE) Assists automotive mechanics. 

(F) Fuels and oils trucks. 

(G) Cleans garage, garage office, swing room, and washroom, as 
assigned. 

Oreanizarion AL Revarionsuips.— Reports to a foreman of mechanics 
or other designated supervisor. 
(10) POSITION.—SPECIAL DELIVERY MESSENGER—LEVEL 4. 

Baste Funcrion.—Is responsible for delivering, on foot or by vehicle, 
special delivery letter mail and parcels to city patrons. As @ repre- 
sentative of the postal service, maintains pleasant and effective public 
relations uth patrons. 

Durirs anp ResponsiBiLiries.— 

(A) Receives special delivery mail for delivery and signs c. 0. d. and 
registered tlems at post office before beginning route. 
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(B) Delivers on foot and by vehicle special delivery mail to patrons; 
obtains signatures when required; collects amounts and fees on c. 0. d.'s; 
in case of absent patrons, erercises judgment in determining whether to 
leave mail or leave notice and return mail to post office. 

(C) Returns receipts and moneys collected to authorized personnel at 
post office. 

(D) In addition, may perform any of the following duties: 

(i) Faces and cancels mail and makes routine distribution of 
incoming and outgoing mail. 

(ii) Delivers and collects mail other than that requiring special 
delivery handling. 

(vii) Loads and unloads or carries bulk mail and pareels. 

OreGanizATIONAL ReLarionsuips.—Reports to a foreman or other 
designated supervisor. 

(11) POSITION.—MOTOR VEHICLE OPERATOR—LEVEL 5. 

Basic Funcrion.—Operates a mail truek on a regularly scheduled 
route to pick up and transport mail in bulk. 

Durires anpD ResponsiBiLirirs.— 

(A) Picks up and delivers bulk quantities of mail at stations, branch 
offices, and terminal points; as required, picks up mail from collection 
boxes and de posits mail in re lay boxes. 

(B) Operates truck in conformity with time schedules and rules of 
safety, and in accordance with instructions regarding the route for which 
re sponsible ° 

(C) Ascertains the condition of the truck prior to leaving and wpon 
returning to the garage; reports all accidents, mechanical defects noted, 
and mechanical failures while on route. 

(D) In addition, may perform any of the following duties 

(1) Drives a tractor and semitrailer on occasion, unloading 
bagged mail and packages at post offices and picking up mail for 
delivery to a central point. 

(ii) Prepares daily trip reports showing work performed. 

(ii) Makes minor mechanical repairs to truck in emergencies 
while on route. 

OreganizaTionaL Retarionsuirs.—Reports to a superintendent of 
motor vehicles or other designated supervisor. 

(12) POSITION.--CITY CARRIER—LEVEL 5. ' 

Basic Funerion.—Is responsible for the prompt and efficient delivery 
and collection of mail on foot or by vehicle under varying condilions in a 
prescribed area within a city. As a representative of the postal service, 
maintains pleasant and effective publie relations with route patrons and 
others, requiring a general familiarity with posial laws, regulations, 
and procedures commonly used, and with the geography of the city. 

Deries AND ResponstBILITIES.— 

(A) Routes or cases all classes of mail in sequence of delivery along an 
established route. Rearranges and relabels cases as required by route 
adjustments and changes in deliveries. 

(B) Withdraws mail from the distribution case and prepares it in 
sequence for efficient delivery by himself or a substitute along an established 
route. Prepares and separates all classes of mail to be carried by truck 
lo relay boxes along route for subsequent delwery. 

(C) Enters change of address orders in change of address book and on 
appropriate form. Readdresses mail to be forwarded and marks jor 
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appropriate handling other mail addressed to route patrons who have 
moved. Sorts such mail into throw-back case for convenient handling 
by clerks. 

(D) Delivers mail along a prescribed route, on a regular schedule, 
picking up additional mail from relay bores. Collects mail from street 
letter boxes and accepts letters for mailing from patrons. Such service 
may be rendered on foot or by vehicle and in some instances may consist 
exclusively of parcel post delivery or collection of mail. 

(FZ) Delivers and collects charges on customs, postage-due and ec. o. d. 
mail matter. Delivers and obtains receipts for registered and certain 
insured mail. Receipts for such matter, except insured mail, at the post 
office before beginning route and accounts for it upon return by payments 
of the amounts collected and delivery of receipts taken. 

(F) Deposits mail collected in the post office upon return from route; 
faces such mail for stamp cancellation. 

(G) Checks, and corrects if necessary, mailing cards presented by 
advertisers bearing names and addresses of patrons or former patrons 
of the route. 

(H) Furnishes patrons with postal information when requested, and 
provides change of address cards and other postal forms as requested. 

(1) Reports to supervisor all unusual incidents or conditions relating 

o mail delivery, including condition of street letter bores and time cards. 

(J) Regular city carriers assigned to foot delivery routes are required 
to become proficient in the casing of mail on at least one other foot delivery 
route. 

(K) Substitute city carriers may be assigned to perform clerical duties 
and may be required to pass examinations on schemes of city primary 
distribution. 

(L) In addition, may perform any of the following duties: 

(t) Checks hotels and other such establishments to insure that mail 
for residents undeliverable as addressed is not improperly held. 

(v1) Delivers stamps or other paper supplies to contract or classified 
stations. 

(iit) Serves at carriers’ delivery window. 

(iv) Receives and registers, where practical, all letters and packages 
of first-class matter properly offered for registration and gives receipt 
therefor. 

(v) Makes delivery on other routes as assigned. 

OrganizATION AL Retarionsuips.—Reports to a postmaster or assist- 
ant postmaster, or other designated supervisor. 

(73) POSITION.—DISTRIBUTION CLERK—LEVEL 5. 

Basic Funcrion.—Separates mail in a post office, terminal, airmail 
field, or other postal facility in accordance with established schemes, 
including incoming or outgoing mail or both. 

Dories anp ResponsiBILirirs.— 

(A) Makes primary and one or more secondary distributions of 
incoming mail by delivery point (for example, classified or contract 
station or branch or other delivery unit, general delivery, lockbozes, 
rural or star route, or city carrier route) based on a knowledge of the 
distribution scheme established for that office. 

(B) Makes primary and one or more secondary distributions of 
oulgoing mail for dispatch (for example, by city, State, region, train, 
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highway or railway post office, or airmail flight) based on a knowledge 
of the distribution scheme prescribed by the Postal Transportation 
ervice. 

(C) In addition, may perform any of the following duties: 

(i) Maintains records of mails. 

(2) EKxamines balances in advance deposit accounts. 

(iii) Faces and cancels mail. 

(iv) Ties mail and inserts facing slips. 

(v) Opens and dumps pouches and sacks. 

(vi) Operates cancelling machines. 

(vit) Records and bills mail (for example, c. 0. d., registered, and 
so forth) requiring special service. 

(viti) Renders service at public windows. 

OreanizaTionaL Retarionsuips.—Reports to a foreman or other 
designated supervisor. 

(14) POSITION.— WINDOW CLERK—LEVEL 5. 

Basic Funcrion.—Performs a variety of services at a public window 
of a post office or post office branch or station. As a representative of 
the 70 fal service, maintains pleasant and effective public relations with 
patrons and others requiring a general familiarity with postal laws, 
reavlations, and procedures commonly used. 

Dorites anv ResponsiBILiTies.— 

(A) As a regular assignment, performs any of the following duties: 

(1) Sells postage stamps, stamped paper, cards, internal revenue 
stamps, migratory bird stamps, and postal savings stamps and 
certificates. 

(ii) Accepts from and, after proper identification, delivers to 
pairons parcel post, insured, c. 0. d., and registered mail; makes 
collection of required postage, issues necessary receipts, and issues 
general delivery mail to patrons. 

(iii) Verifies second-, third-, and fourth-class mailings, comput- 
ing and maintaining on a current basis mailers’ credit balances. 

(iv) Assigns special delivery and registered mail for delivery. 

(v) Checks and sets post office stamp-vending machines, postage 
meters, and large mailers’ stamp permit meters. 

(wi) Receives, follows up, and recommends action on patrons’ 
claims and complaints. 

(vii) Issies and cashes foreign and domestic money orders and 
postal savings certificates. 

(viii) Rents post office boxes, receives rental payments, conducts 
reference checks, and completes related forms. 

(iz) Provides information to the public concerning postal regula- 
tions, mailing restrictions, rates, and other matters involving postal 
transactions. 

(B) In addition, may perform any of the following duties: 

(i) Makes emergency calls on patrons to adjust service complaints. 

(ii) Makes emergency carrier relays. 

(tii) Assists in alien registration and census matters. 

(iv) Separates and distributes mail. 

Orcanization at Retarronsuips.—Reports to a postmaster, assistant 
postmaster, or other designated supervisor. 
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(15) POSITION.—AUTOMOTIVE MECHANIC—LEVEL 6. 

Basic Funcrion.—Repairs mail trucks, including the removal and 
installation of complete motors, clutches, transmissions, and other major 
component parts. 

Dories AND ResponsiBILiTIEs.— 

(A) Diagnoses mechanical and operating difficulties of vehicles, repair- 
ing defects, replacing worn or broken parts. 

(B) Adjusts and tunes up engines, cleaning fuel pumps, carburetors, 
and radiators; regulates timing, and makes other necessary adjustments 
to maintain in proper operating condition trucks that are in service. 

(C) Repairs or replaces automotive electrical equipment such as 
generators, starters, ignition systems, distributors, and wiring; installs 
and sets new spark plugs. 

(D) Conducts road tests of vehicles after repairs, noting performance of 
engine, cluich, transmission, brakes, and other parts. 

(2) Operates standard types of modern garage testing equipment. 

(F) In addition, may perform any of the following duties: 

(i) Removes, disassembles, reassembles, and installs entire engines. 

(ii) Overhauls transmission, rear end assemblies, and braking 
systems. 

(iii) Straightens frames and azles, welding broken parts where 
required, 

(iv) Makes road calls to make emergency repairs. 

(v) Makes required truck inspections. 

Organ izATION AL Retarionsuips.—Reports to a foreman of mechanics 
or other designated supervisor. 

(16) POSITION.—TRANSFER CLERK—LEVEL 6. 

Bastc Funcrion.—Arranges for transfer of mail at junction points 
between trains and other mail units and observes the separation, loading 
and unloading of mail by railroad employees to make certain that this is 
done properly. 

Duties ano ResponsiBiLiries.— 

(A) Provides for the most expeditious transfer of mail from observa- 
tions of the operation of trains, star route or mail messenger vehicles, 
Government-owned vehicles and platform vehicles. 

(B) Examines outgoing and incoming cars to determine marimum 
utilization of space and proper adherence to railroad safety requirements; 
reports findings. when necessary, to the district superintendent. 

(C) Decides whether outbound cars in fwl authorizations should be 
held beyond the first available dispatches in order to obtain fuller loading 
and maximum utilization of the space paid for, making certain that this 
will not unduly delay the arrival of the mail at destination. 

(D) Studies the routing and loading of mail dispatched from his station 
in storage cars in order to recommend changes which would bring about 
economies in line haul and terminal charges and effect earlier arrival. 
Gives similar attention to incoming mail to assure that dispatching 
divisions are using best routing and loading methods; reports facts to the 
district superintendent. 

(E) Maintains close liaison with foremen of appropriate incoming and 
outgoing trains and vehicles to assure prompt receipt and expeditious 
dispatch of mail. 

(F) Keeps informed on local holding orders for each outgoing dispatch 
and requests that departure of unit within these limitations be withheld 
when scheduled connections are delayed. 
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(G) Prepares list of railroad cars (except railway post office cars) in 
which mail is loaded and maintains record of mail loaded and unloaded 
in outgoing and incoming trains. Serves notice on railroad company to 
cancel operation and purchases lesser storage unit in its place when 
necessary. Prepares official diagram and appropriately labels outgoing 
cars to indicate destination or nest relay point. 

(H) Inspects the loading and unloading of storage mail to secure 
individual piece count of lesser storage units (thirty feet and less); 
estimates volume when more than thirty feet. 

(1) Observes and reports to designated supervisor any failure of the 
radroad company toe afford protection for the mail. 

(J) Qualifies periodically through examination on knowledge of dis- 
tributing schemes, postal regulations, space rules, and train connections. 

(KX) In addition, may perform any of the following duties: 

(i) Receipts for, transfers, and delivers registered mail between 
trains or between train and post office. 
(it) Distributes mail prescribed for distribution in transfer office. 

OrcanizaTIONAL Re LATionsuips.—Reports to a foreman or other 
designated supervisor. 

(17) POSITION.— DISTRIBUTION CLERK, R. P. O. OR H. P. O.— 
LEVEL 6. 

Basic Funecrion.—Distributes mail in railway or highway post 
office prior to departure and while en route. 

Dotres AND ResponsiBiLiTizs.— 

(A) Determines the fastest or most expeditious dispatch of mail from 
the standpoint of assignment. In emergencies, such as floods, storms, 
wrecks, strikes, and missed connections, redistributes the mail so as to 
reach destination by the most expeditious alternative means, for example, 
by other railway post office or highway post office, airmail route, or 
star route. 

(B) Distributes mail rapidly into letter case or pouches and sacks. 

(C) Hangs pouches and sacks in racks and places labels in holders 
provided; labels letter cases in accordance with official diagram. 

(D) Prepares mail for dispatch, involving labeling and tying of letter 
mail in packages for distribution in pouches, closing and locking sacks 
and pouches, and maintenance of proper separations for connections 
en roule. 

(E) In addition, may perform any of the following duties: 

(i) Receives and dispatches mail en route. 

(zt) Unloads maul and equipment at terminal of run. 

(711) Examines car to ascertain that no mail is left. 

(iv) Convoys registered mail to post office and connecting lines. 

(F') Qualifies through examination periodically on knowledge of dis- 
tributing schemes, postal regulations, space rules, and train schedules. 

ORGANIZATIONAL Retarionsaips.—Reports to a foreman in charge 
of the railway post office car or highway post office. 

(18) POSITION.—CLAIMS CLERK, PAYING OFFICE—LEVEL 6. 

Baste Foncrion.—Eramines claims for loss or damage of insured 
orc. 0. d. mail matter and determines and approves for payment the 
amount found to be due under postal regulations. 

Dortes ano ResponsiBiLiries.— 

(A) Receives and reviews prescribed claim papers to ascertain whether: 


(i) All necessary items of the appropriate claim form have been 
properly completed. 
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(ii) Proof of value has been properly determined. 
(iit) Appropriate check has been made of applicable records. 
(iv) Other necessary information has been supplied. 

(B) Determines whether amount of claim exceeds amount of loss and 
the proper amount payable is within the limits of the indemnity. 

(C) Conducts necessary correspondence in connection with the claim. 

(D) Approves amount to be paid, and directs disposition of damaged 
articles. 

(EZ) Maintains prescribed record of claims. 

OrGANIzATIONAL Retationsuips.—Reports to an assistant post- 
master or other designated supervisor. 

Aer et roe SMALL THIRD-CLASS OFFICE— 

Basic Foncrion.—Is responsible for all operations of a small third- 
class post office, including actual performance of mail processing and 
window service, disbursement of funds and preparation of required 
reports. This office has no employees other than the postmaster and a 
replacement to serve during his leave; has annual receipts of approri- 
mately $1,700; has no rural delivery service within its jurisdiction. 

Dortres snp ResponsiBILITIES.— 

(A) Conducts the activities of the office in such manner as to provide 
prompt and efficient postal service to the patrons of the office. 

(B) Maintains direct contact with the public and gives personal 
attention to complairts. 

(C) Sorts incoming mail for boxholders and general delivery; faces, 
cancels, soris by destination, ties and sacks outgoing mail. 

(D) At a window delivers general delivery mail, issues and cashes 
money orders, delivers c. 0. d. and customs mail, accepis and delivers 
parcel post, registered and insured mail, sells stamps and stamped paper, 
and collects bor rents. 

(EZ) Prepares and submits estimates of operating allowances as 
required. 

(F) Makes deposits of accountable funds; requisitions stamps and 
stamped paper; requisitions supplies; pays authorized bills. 

(G) Maintains required office records; prepares and submits necessary 
reports in accordance with instructions. 

(H) Maintains files for the office. 

OrGanizaTionaL Revationsuirs.—Administratively responsible to a 
district manager. 

(20) POSITION.—CLAIMS CLERK, COMMON AND CONTRACT 
CARRIERS—LEVEL 7. 

Basic Founcrion.—Audits carriers’ claims for the transportation of 
mail to insure their accuracy and correctness of form prior to certifying 
them for payment. 

Dories anv ResponsiBiLiries.— 

(A) Checks original or draft of claims submitted by carriers using 
space procurement data, records of air carrier flights and weight alloca- 
tions, reports of railroad space utilization, emergency space procured, 
and other pertinent reports and data submitted by the districts. 

(B) Corrects errors in drafts of claims and returns them to the carrier 
for resubmission in final corrected form. 

(C) Expedites the processing of claims by continuous coordination 
with the carriers to minimize the incidence of error on claims submitted. 
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(D) Rechecks resubmitted claims prior to certifying them for payment. 

(EZ) Maintains records pertinent to carrier claims such as unscheduled 
air carrier flights, weight allocations for mail on flights of air carriers, 
and air line flight schedules. 

(F’) Accumulates data and prepares periodic and special reports on 
subjects related to the purchase and use of railroad space, and air carrier 
weight allocation. 

ORGANIZATION AL Retarionsuirs.—Reports to the supervisor in charge 
of the fiscal section in a Postal Transportation Service division office or 
other designated supervisor. 

(21) POSITION.—POSTMASTER, THIRD-CLASS OFFICE—LEVEL 7. 

Basie Funcrion.—Is responsible for all operations of a third-class 
post office, including actual performance of mail processing and window 
services, disbursement of funds and preparation of required reports. 
This office has one part-time clerical employee; has annual receipts of 
approximately $4,700; has no rural delivery service within its jurisdiction. 

Dories AND ResponsiBiLiries.— 

(A) Supervises and conducts the activities of the office in order to 
provide prompt and efficient postal service to patrons. 

(B) Maintains direct contact with the public and gives personal atten- 
tion to complainis. 

(C) Appoints personnel to serve in the post office within the limits 
prescribed by Departmental and Civil Service Regulations. 

(D) Sorts incoming mail for boxholders and general delivery; faces, 
cancels, sorts by destination, ties and sacks outgoing mail. 

(EZ) At a window delivers general delivery mail, issues and cashes 
money orders, delivers c. 0. d. and customs mail, accepts and delivers 
parcel post, registered and insured mail, sells stamps and stamped paper, 
and collects box rents. 

(F) Makes required deposits of accountable funds; requisitions stamps 
and stamped paper; requisitions supplies; pays authorized bills and 
makes salary disbursements. 

(G) Prepares and submits annual estimates of manpower needs and 
operating allowances as required. 

(H) Maintains required office records; prepares and submits necessary 
reports in accordance with instructions. 

(1) Maintains files for the office. 

OrGANIZATIONAL Retationsuips.—Administratively responsible to a 
district manager. 

(22) POSITION.—FOREMAN, MAILS—LEVEL 8. 

Basic Funcrion.—Supervises a group of employees engaged in carry- 
img out assigned tasks connected with the processing of incoming or 
outgoing mail. 

Dorizs ano ResponsiBiLiries.— 

(A) Lays out work for employees; insures attendance to duties and 
proper performance of assignments; shifts employees from one assignment 
to another to meet fluctuations in workload; answers questions respecting 
work progress. 

(B) Trains new employees and provides continuous on-the-job training 
for all employees under his supervision. 

(C) Reports unusual difficulties to a general foreman and suggests 
solutions. Personally resolves problems of a routine nature. 
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(D) Keeps required records for such matters as time, mail on hand, and 
mail processed. 

(Z) Recommends personnel actions respecting subordinates; maintains 
morale among the employees in the group; adjusts complaints; supplies 
leadership necessary to secure maximum interest and effort from men and 
promotes cooperation and harmony. 

OrcanizaTIONAL ReLationsuips.—Administratively responsible to a 
general foreman or other designated superior. Supervises approximately 
twenty or more employees. 

(23) POSITION.—POSTMASTER, THIRD-CLASS OFFICE—LEVEL 8, 

Basic Funcrion.—Is responsible for all operations of a third-class 
post office, including actual participation in processing of mail and 
window services, disbursement of funds and preparation of required 
reports. This office has two clerical employees and annual receipts of 
approximately $6,000, and rural delivery service within its jurisdiction. 

Dories ano ResponsiBILiT1Es.— 

(A) Supervises the activities of the office in order to provide expeditious 
handling of the mails, and efficient and courteous postal service to patrons. 

(B) Maintains direct contact with the public and gives personal atten- 
tion to complaints. 

(C) Appoints personnel to serve in the post office within the limits 
prescribed by Department and Civil Service Regulations; selects personnel 
and trains them in their respective positions. 

(D) Directs the activities of employees; arranges working schedules of 
employees and is responsible for the administration of the [efficiency 
Appraisal System. 

(E) Distributes incoming mail for carrier delivery, boxholders and gen- 
eral delivery; faces, cancels, distributes, ties and sacks outgoing mail; 
performs general delivery window services; issues and cashes money orders; 
delivers c. o. d. and customs mail; accepts and delivers parcel post, regis- 
tered and insured mail; sells stamps, stamped paper, savings bonds, postal 
savings stamps and certificates, migratory and documentary stamps, and 
collects bor rents. 

(F) Checks financial accountability of employees in accordance with 
existing instructions; makes daily deposits 8 accountable funds in local 
bank; obtains bids for proposed purchases; requisitions supplies; issues 
checks for employees’ salaries and other official disbursements. 

(@) Prepares annual estimates of manpower needs and operating 
allowances for submission as required. 

(H) Prepares reports of a recurring nature, reflecting various trans- 
actions of the office, such as personnel salary summaries, retirement and 
withholding tax data, cost estimates, money order and bond summaries 
and schedules of disbursement. 

(1) Maintains all files for the office. 

OreanizaTionaL Revarionsuips.—Administratively responsible to a 
district manager. 

(24) GENERAL FOREMAN.—R. P. O.—LEVEL 9. 

Basic Funcrion.—Directs mail service operations in a railway post 
office train with two or more authorized cars. Supervises a crew of 
foremen and clerks whose primary function is the distribution and 
exchange of mails en route. 

Dories AND REsponsiBILITIES.— 

(A) Provides for the proper distribution, exchange, and dispatch of 
mail regularly assigned for handling in the railway post office cars. 
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POSTAL FIELD SERVICE COMPENSATION ACT OF 1955 15 
Makes decisions concerning the most expeditious dispatch, rerouting and 
utilization of alternative connections involving irregularly received mail 
and also in emergency situations. 

(B) Directs mail service operations in the railway post office train 
including: 

(1) Rapid distribution of all classes of mail in accordance with 
oficial diagrams and via most advantageous routing. 

(it) Handling, recording, and protection of registered mails. 

(it) Makeup and exchange of mail at intermediate and terminal 
opices. 

(iv) Proper utilization of space in each railway post office car 
with relation to other storage space in train and, except as charged 
to transfer clerks, for proper handling of all storage mail in train. 

(v) Loading and unloading of railway post office cars to assure 
maximum use of available storage space without additional cost. 

(vi) Proper usage of mail equipment and supplies. 

(vii) Maintenance of distribuiion schemes and schedules of mail 
roules in corrected condition. 

(C) Supervises the activities of foremen and clerks in the cars and 
reassigns them to various duties as may be required to complete maximum 
distribution. dusiructs clerks on proper practices and procedures and 
reports faicures to meet operating slandcrds to the district superintendent. 

(D) Inspects condition of railway post office cars and reports to the 
railroad co.r.pany unsatisfactory situations. 

(12) Coupletes trip report form covering service operations, including 
pz. liculars of train operation, roster of clerl:s on duty, mails received, 
worked and dispatched, and mails not worked; prepares a list of all cars on 
train in which mail is carried, a record of the mail, and a report of any 
irregularities in service. Observes and reports to district superintendent 
any failure of the railroad company to afford protection to the mail. 

(Ff) May personally distribute letter mail for one or more States, and 
maintain record of pouches received and dispatched. 

OrGaANnizaTIONAL Revarionsuips.—Administratively responsible to a 
a district superintendent or other designated superior. Directs, through 
one or more subordinate foremen, clerks assigned to the run. 

(25) POSITION.—ASSISTANT POSTMASTER, SMALL FIRST-CLASS 
POST OFFICE—LEVEL 9. 

Basic Funcrion.—Serves as the over-all assistant to the postmaster, 
providing general direction and supervision over mails, finance, personnel, 
and other related activities. This office has approrimately sixteen em- 
ployees, annual receipts of approximately $63,000, and eight earrier 
rouies within its jurisdiction. 

Dories AND RESPONSIBILITIES.— 

(A) Participates in the organization and management oj the office to 
insure expeditious handling of the mails and to provide courteous and 
efficient service to patrons. 

(B) Reviews and evaluates recommendations referred to the vostmaster 
by subordinates with respect to promotions and disciplining of post office 
personnel; generally overszes the training of all personnel for their respec- 
‘we positions. 

(C) Direets a continuous audit program concerning the accountability 
of responsible finance employees of the office. 

(D) Reviews estimates of manpower needs and operating allowances 
for action of the postmaster. 
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(EZ) Analyzes and reports to the genset the daily manpower ex- 
penditures and is responsible through designated subordinates for main- 
taining proper apportionment of authorized allowances to operating units. 

(F) Gives assistance and direction to key subordinate employees in 
planning and executing the mail handling, finance, and administrative 
programs of the post office. 

(@) Reviews reports and recommendations of subordinates and attends 
to administrative matters essential to the management of the post office. 

(H) Represents the postmaster in relationships with the public in the 
area, including representation with employee organizations. 

(1) May personally handie window transactions and perform work 
elsewhere in the office as the workload requires. 

(J) Assumes complete responsibility and authority for the post office 
in the postmaster’s absence and at other times as required. 

OrganizaTionaL Retationsuips.—Administratively responsible to 
the postmaster. 

(26) POSITION.—POSTMASTER, SECOND-CLASS OF FICE—LEVEL 9. 

Basic Funcrion.—Is responsible for all operations of a second-class 
post office, including actual participation in processing of mail and 
window services, disbursement of funds and preparation of required 
reporis. This office has approximately six employees, annual receipts 
of approximately $16,000, and has rural delivery service within its 
qurisdiction. 

Dotrirs anv ResponsiBiLiTirs.— 

(A) Supervises and coordinates the activities of the office in order to 
provide expeditious handling of the mails, and efficient and courteous 
postal serrice to patrons. 

(B) Maintains direct contact with the public on administrative matters 
and aives personal attention to complaints. 

(C) Appoints personnel to serve in the post office within the limits 
prescribed by Departmental and Civil Service Regulations; selects per- 
sonnel and trains them in their respeciive positions. 

(D) Directs the activities of employees; arranges working schedules of 
employees; recommends promotions of employees; is responsible for the 
administration of the Eficiency Appraisal System. 

(E) Distributes incoming mail for carrier delivery, boxrholders and 
general delivery; faces, cancels, distributes, ties and sacks outgoing mail; 
performs general delivery window service; issues and cashes money orders; 
delivers c. 0. d. and customs mails; accepts and delivers parcel post, 
registered and insured mail; sells stamps, stamped paper, savings bonds, 
postal savings stamps and cerlificales, migratory and documentary slamps, 
and collects bor rents. 

(F’) Checks financial accountability of employees in accordance with 
existing instructions; makes daily deposits of accountable funds in local 
bank; obtains bids for proposed purchases; requisitions supplies; issues 
checks for employees’ salaries and other official disbursements. 

(G) Prepares annual estimates of manpower needs and operating 
allowances for submission as required. 

(H) Prepares reports of a recurring nature, reflecting various trans- 
actions of the office, such as personnel salary summaries, retirement and 
withholding tax data, cost estimates, money order and bond summaries 
and schedules of disbursement. 

(1) Maintains all files for the office. 
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OreanizaATIONAL RevaTionsuips.—Administratively responsible to a 
district manager. 

(27) POSITION.— GENERAL FOREMAN, MAILS—LEVEL 10. 

Basie Funcrion.—Direets foremen in the distribution of all or part of 
incoming mails, outgoing mails, or both, at a first-class post office. 

Dories anv ResponsiBiLities.— 

(A) Lays oul work for foremen at the beginning of a tour and issues 
instructions. 

(B) Oversees work in progress to prevent accumulation of mail. 

(C) Insures that mail is distributed in accordance with established 
orders and instructions, 

(D) Shifts men from one foreman to another to keep mails moving. 

(EL) Reports difficulties and suggests corrective measures to superior. 

(F) Maintains required records. 

(G) Assures that adequate on-the-job training is carried out to promote 
employee proficiency. 

(H) Reviews and forwards recommendations of foremen respecting 
discipline, promotions, or changes in assignments; approves time and 
leave requests; submits manpower estimates. 

OrGanizaTIONAL Revarionsuips.—Administratively responsible to a 
superintendent or assistant superintendent or other designated superior. 
Directs, through approximately four foremen, employees as assigned. 

(28) POSITION.—POSTMASTER, SMALL FIRST-CLASS OFFICE— 
LEVEL 10. 

Basic Funcrion.—Is responsible for all operations of a first-class 
post office, including direction and supervision of mails, finance, per- 
sonnel, and other related activities. This office has approximately sixteen 
employees, annual receipts of approximately $63,000, and city delivery 
service consisting of eight carrier routes within its jurisdiction. 

Duries AND ResponsiBiILitigs.— 

(A) Organizes the post office to insure expeditious handling of mails 
and to provide courieous and efficient service to the patrons. 

(B) Maintains direct contact with the public on administrative matters 
and gives personal attention to complaints. 

(C) Appoints personnel to serve in the post office within the limits 
prescribed by Deparimental and Civil Service Regulations; determines 
thal personnel are carefully selected and adequately trained for their 
respeclive positions. 

(VD) Direets the activities of employees; arranges working schedules of 
employees; recommends promolions of employees and is responsible for 
the proper administration of the Efficiency Appraisal System. 

(2) Checks financial accountability of employees in accordance with 
existing insiructions; makes daily a of accountable funds in local 
bank; obiains bids for proposed purchases; requisitions supplies. 

(F) Prepares annual estimates of manpower needs and operating 
allowances for submission as required. 

(G) Prepares reports of a recurring nature, reflecting various trans- 
actions of the post office; submits postmaster’s accounts with supporting 
vouchers and documents in accordance with existing instructions. 

(H) Advertises for bids for various services, including contract stations, 
vehicular service, mail messenger service, and vehicular maintenance 
service, and submits bids, with recommendations, as required. 

(1) Directs the maintenance of files for the office. 
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(J) May personally handle window transactions and perform work 
elsewhere in the office as the workload requires. 

ORGANIZATIONAL RevaTionsuips.—Administratively responsible to a 
district manager. 

(22) POSITION.—BUILDING SUPERINTENDENT—LEVEL 11. 

Basic Fonerion.—Direets the janitorial, maintenance, and operating 
services of a large post office building and branches and stations covering 
an aggregate area of approximately 700,000 square feet, including secur- 
ity, heating and ventilating, mechanical and electrical equipment, and 
elevaior services. 

Duties and ResponsiBiLitT1eEs.— 

(A) Plans and prepares work schedules and supervises the custodial 
forces in cleaning, heating, guarding, operating, and repairing the post 
otfice building and equipment. 

(B) Makes frequent inspections to delermine maintenance needs of the 
building and equipment, and to determine the efficiency of the janitorial 
and mainienance force. 

(C) Prepares and answers correspondence relating to custodial service. 

(D) Plans and supervises maintenance or alteration work under con- 
tract. 

(2) Supervises the office force in the preparation of vouchers, requisi- 
tions and reports incidental to custodial service, and in the maintenance 
of required accounts and records. 

(F) Recommends transfers, promotions, and diseyplinary measures for 
custodial persownel. 

(G) Inspects mechanical equipment to determine repair needs and ad- 
herence to standards of preventire maintenance. 

OreganizaTIOnNAL Retarionsuirs.—Administraticely responsible to 
the postmaster or other designated superior. Directs, throuah a general 
foreman of laborers and a chief engineer, approximately 100 employees, 
including electricians and other skilled trades. 

(30) POSITION.—POSTMASTER, FIRST-CLASS OFFICE—LEVEL 11. 

Basic Funcrion.—Is responsible for all operations of a first-class 
post office, including direction and supervision of mails, finance, per- 
sonnel, and other related activities. This office has approrimately 
twenty-seven employees, annual receipts of $129,000, and eleven city 
delivery and rural carrier routes within its jurisdiction. 

Duties ano ResponsiBiLiries. 

(A) Organizes the post office to insure expeditious handling of mails 
and to provide courteous and efficient service to the patrons. 

(B) Maintains direct contact with the public on administratwe 
matiers and gives personal attention to complaints. 

(C) Appoints all personnel to serve in the post office within the limits 
prescribed by Departmental and Civil Service Regulations; determines that 
all personnel are carefully selected and adequately trained for their 
respective positions. 

(D) Direets the activities of all employees; supervises arrangement of 
working schedules of employees; recommends promotions of employees; 
an is responsible for the proper administration of the Efficiency Ap- 
praisal System. 

(E) Checks financial accountability of employees in accordance with 
existing instructions; makes daily deposits of accountable funds in local 
bank; obtains bids for proposed purchases; requisitions supplies, 
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(F) Prepares annual estimates of manpower needs and operating 
allowances for submission as required. 

(G) Prepares reports of a recurring nature, reflecting various transac- 
tions of the post office; submits postmaster’s accounts with supporting 
vouchers and documents in accordance with existing instructions. 

(H) Advertises for bids for various services, including contract stations, 
vehicular service, mail messenger service and vehicular maintenance 
service, and submits bids, with recommendations, as required. 

(1) Directs the maintenance of files for the office. 

(J) May personally handle window transactions and perform work 
elsewhere in the office as the workload requires. 

OrGANIZATIONAL Retarionsuips.—Administratively responsible to a 
distriet manager. 

(31) POSITION.— TOUR SUPERINTENDENT, INCOMING OR OUT- 
GOING MAILS—LEVEL 1272. 

Basic Funcrion.~-Directs general foremen in the distribution of 
incoming mails or outgoing mails on a tour at a large first-class post office. 

Deries ano ResponsiBicities.— 

(A) Provides for the prompt and complete operation of a tour activity, 
such as incoming mails, outgoing maris, or all first- and third-class 
outgoing mails. 

(B) Reassigns employees as necessary to meet peak-load demands; 
provides direction to subordinate foremen, coordinating the portions of 
work assigned to them. 

(C) Answers questions of subordinate foremen regarding operating 
problems; refers policy questions to his superior with appropriate 
recommendations. 

(D) Reviews requests for personnel actions by subordinate foremen, 
recommending final action to superior. 

(LE) Reviews estimates of manpower required, consolidating for 
recommendation to superior. 

ORGANIZATIONAL Retarionsuirs.—Administratively responsible to 
an assistant superintendent of mails or other designated superior. Directs, 
through general foremen, employees assigned to the tour. 

(32) POSITION.—POSTMASTER, FIRST-CLASS OFFICE—LEVEL 122. 

Basic Funcrion.—Is responsible for all operations of a first-class 
post office, including direction and supervision of mails, finance, person- 
nel, and other related aciivities, This office has approximately fifty-three 
employees, annual receipts of $314,000, siz Government-owned vehicle 
units, no classified stations, and twenty-five city and rural delivery routes 
within its jurisdiction. 

Doties ann ResponsieiLities.— 

(A) Organizes the post office to insure expeditious handling of mails 
and to provide courteous and efficient service to the patrons. 

(B) Maintains direct contect with the public on administrative matters 
and gives personal attention to complaints. 

(C) Appoints personnel to serve in the post office within the limits 
prescribed by Departinental and Ciril Service Regulations; determines 
that personnel are carefully selected and adequately trained for their 
respective positions. 

(D) Directs the activities of all employees; supervises arrangement of 
working schedules of employees; recommends promotions of employees 
nd is responsible for the proper administration of the Efficiency Appraisal 

ystem. 
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(E) Checks financial accountability of employees in accordance with 
existing instructions; makes daily deposits of accountable funds in local 
bank; obtains bids for proposed purchases; requisitions supplies. 

(F) Prepares annual estimates oy manpower needs and operating 
allowances for submission as required. 

(@) Prepares numerous reports of a recurring nature, reflecting 
various transactions of the post office; submits postmaster’s accounts with 
supporting vouchers and documents in accordance with existing instruc- 
tions. 

(H) Advertises for bids for various services including contract stations, 
vehicular service, mail messenger service, and vehicular maintenance 
service, and submits bids, with recommendations, as required. 

(I) Directs the maintenance of files for the office. 

(J) May personally handle window transactions and perform work 
elsewhere in the office as the workload requires. 

OrGanizATionaL Revarionsuips.—Administratively responsible to a 
district manager. 

(33) POSITION.—POSTAL INSPECTOR—LEVEL 13. 

Basic Foncrion.—Is responsible in an assigned territory, usually 
including all classes of post offices, for inspection and investigative pro- 
grams covering all phases of the postal service. In heavily populated 
areas may be assigned a majority of the time to selected types of work 
as determined by the inspector-in-charge. 

Dories aNpD ResponsiBixiries.—AssigNeD TeRrriTrory.— 

(A) Inspects post offices and related postal units to insure compliance 
with postal laws and regulations, protection and proper expenditure of 
postal revenues and appropriated funds, and evaluates and reports to 
administrative officials on operational efficiency. 

(B) Maintains close working relationship with regional officials and 
submits to them factual information and recommendations on conditions 
and needs of the postal service; acts as counselor to postmasters and other 
postal officials and employees in explaining instructions, regulations, 
applicable laws and decisions. 

(C) Investigates violations of postal laws, including, but not limited 
to, armed robbery, mailing of bombs, burglary, theft of mail, embezzle- 
ments, obscene literature and pictures, and mail fraud. 

(D) Determines tie validity and seriousness of charges against post- 
masters and other officers and employees and makes pertinent recom- 
mendations. 

(EZ) Investigates local and area operating problems and recommends 
corrective action, and within his prescribed jurisdiction, initiates neces- 
sary corrective action, including restoration of service immediately in 
disaster areas caused by hurricanes, tornadoes, floods, and other 
catastrophes. 

(F) Maintains liaison activities (i) with military installations to insure 
adequate postal service for the military forces; (ii) with Federal and State 
civil defense authorities at the area level; (iii) with branches of Federal and 
State law enforcement agencies. 

(G) Ascertains postal needs for post offices and stations, rural and city 
delivery, changes in schedules, quarters, equipment, manpower, and pro- 
cedures and reports findings and recommendations to appropriate officials. 

SELECTED CASES.— 

(H) Investigates the loss, theft, destruction, and damage to mail matter 
through technical analyses of complaints and other specialized procedures. 
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(I) Investigates money-order forgeries; investigates complaints of use 
of the mails to defraud and to operate lotteries. 

(J) Investigates personal injuries, motor-vehicle and other accidents; 
develops evidence for defense of suits under the so-called Federal Tort 
Claims Act; recommends out-of-court settlements. 

(K) In any criminal investigation, develops evidence, locates witnesses 
and suspects, apprehends and effects arrests of postal offenders, presents 
facts to United States attorney, and collaborates as required with Federal 
and State prosecutors in presentation before United States commissioner, 
grand jury, and trial court. 

(L) Surveys postal service on an area basis to ascertain and recommend 
ways of improving service and effecting economies. 

(M) Makes investigations of a variety of other matters and performs 
related duties as assigned. 

OreanizaTionaL Reiarionsuips.—Responsible to the inspector-in- 
charge or the assistant inspector-in-charge of the division. Supervises 
trainees and other inspectors as assigned. 

(34) POSITION.—POSTMASTER, FIRST-CLASS OFFICE—LEVEL 13. 

Basic Funcrion.—Is responsible for all operations of a first-class 
post office, including direction and supervision of mails, finance, build- 
ings, personnel, and related services. This office has approximately 
seventy-two employees, annual receipts of $797,000, six Government- 
owned vehicle units, no classified stations, and seventeen carrier routes 
within its jurisdiction. 

Dories AND ResponsiBiLiT1ies.— 

(A) Organizes the post office to insure expeditious handling of the 
mails and to provide efficient and courteous postal service to patrons. 

(B) Represents the Post Office Department in its relationships with 
the public in the area. 

(C) Appoints personnel to serve in the post office within the limits 
prescribed by Departmental and Civil Service Regulations; determines 
that personnel are carefully selected and adequately trained in their 
respective positions. 

(D) Supervises the administration of the Efficiency Appraisal Sys- 
tem and is responsible for maintaining satisfactory employee relations 
with representatives of employee organizations and individual employees, 

(Z) Reviews estimates of manpower needs and operating allowances, 
submits requests and recommendations as required, and determines that 
operations are efficiently carried out and expenditures authorized in 
accordance with approved estimates. 

(Ff) Provides for the safeguarding of all moneys, the operation and 
maintenance of equipment and other facilities of the post office, and for the 
expenditure of funds in accordance with applicable laws and regulations. 

(G) Approves requisitions for supplies and equipment submitted by 
operating officials of the post office for submission to the Supply Center 
or the Department. 

OrGanizaTion aL Revarionsuips.—Administratively responsible to a 
district manager. 

(35) POSITION.—STATION SUPERINTENDENT, LARGE CLASSI- 
FIED STATION—LEVEL 14. 
_ Basic Funcrion.—Directs the operations of a large classified station, 
including the distribution, delivery, and dispatch of mail and all required 
window services to the public. 
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Dorties anp ResponsiBILITIES.— 

(A) Plans and supervises the distribution of incoming and outgoing 
mails, the delivery service, including special delivery, and the dispatch of 
outgoing mail. 

(B) Supervises services to the public at windows, including sales of 
stamps and stamped paper, money orders, postal savings stamps and 
certificates, migratory and documentary stamps, registry and insurance of 
mail: handling of c. 0. d. items; general delivery and bor mail. 

(C) Supervises city and rural carriers and determines that delivery 
schedules are maintained; consults in the adjustment and establishment 
of routes to reflect changes in volume, patronage, or population; and recom- 
mends establishment or changes in location of collection bores. 

(D) Directs and maintains required records for personnel of station 
verifies and approves timecards for payroll purposes; makes manpower 
estimates and reports; trains new supervisors and employees in various 
aspects of station operations. 

(E) Requisitions supplies and equipment, stamps, stamped paper, 
and accountable forms from main post office, reissuing to subordinates 
as required. Is responsible for entire fired credit of station and for 
operation within the allowance granted. 

(F) Maintains effective relations with large mailers and the public; 
simplifies handling of mail, and takes appropriate action to meet com- 
plaints. 

(G@) In addition, may perform any of the following duties: 

(i) Supervises the cleaning and custodial maintenance of the 
station building. 

(ii) Makes necessary arrangements for special services such as 
alien registrations, special census reports, or handling of special 
purpose mailing. 

OreganizaTionaAL Revarionsuivs.—Administratively responsible to a 
superintendent of mails or other designated superior. Directs, through 
subordinate supervisors, approrimately one thousand or more employees. 

(36) POSITION.—ASSISTANT POSTMASTER, FIRST-CLASS OF- 
FICE—LEVEL 14. 

Basic Funcrion.—Serves as the overall assistant to the postmaster, 
particularly on internal operations, and provides gencral direction over 
the mails, finance, administrative, and service functions of the post office. 
The office has approximately four hundred and fifly employees, annual 
receipts of $2,700,000, fifty Government-owned rehicle units, one classified 
station or branch, and one hundred and thirty carrier routes within its 
qurisdiction. 

Deries AND ResponsiBiLiTIlEs.— 

(A) Participates in the organization and management of the office to 
insure expeditious handling of the mails and to provide courteous and 
efficient service to patrons. 

(B) Reviews and evaluates recommendations referred to the postmaster 
by subordinates with respeet to promotions and diseiplining of post-office 
personnel; generally oversees the training of all personnel for their 
respective positions. 

(C) Direets a continuous audit program concerning the accountability 
of responsible finance employees of the office. 

(D) Reviews estimates of manpower needs and operating allowances 
for action of the postmaster. 
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(E) Analyzes and reports to the postmaster the daily manpower 
expenditures and is responsible through designated subordinates for 
maintaining proper apportionment of authorized allowances to operating 
units. 

(F) Gives assistance and direction to key subordinate officials in 
planning and executing the mail handling, finance, and administrative 
programs of the post office. 

(G@) Reviews reports and recommendations of subordinates and attends 
to administrative matters essential to the management of the post office. 

(H) Represents the postmaster in relationships with the public in the 
area, including representation with employee organizations. 

(1) Carries out special assignments for and as directed by the post- 
master. é 

(J) Assumes complete responsibility and authority for the post office 
in the postmaster’s absence and at other times as required. 

OrGANIzATION AL Retarronsuip.—Administratively responsible to the 
postmaster. 

(37) POSITION.—POSTMASTER, FIRST-CLASS OFFICE—LEVEL 14. 

Baste Funecrion.—-Is responsible for all operations of a first-class 
post office, including the direction and supervision of mails, finance, 
buildings, personnel, and related services in the main post office, stations, 
and branches. This office has approrimately one hundred and eighty 
employees, annual receipts of $1,000,000, twenty-one Government-owned 
vehicle units, three classified stations, and sixty-five carrier routes within 
its jurisdiction. 

Deries ano ResvonstBiviries.— 

(A) Organize the post office to insure erpeditious handling of the mails 
and to provide efficient and courteous postal service to patrons. 

(B) Represents the Post Office Department in its relationships with the 
public in the area. 

(C) Appoints personnel to serve in the post office within the limits 
prescribed by Departmental and Civil Service Regulations; determines 
that personnel are carefully selected and adequately trained for their 
respective positions. 

(D) Supervises the administration of the Efficiency Appraisal System 
and is responsible for maintaining satisfactory employee relations with 
representatives of employee organizations and individual employees. 

(2) Reviews estimates of manpower needs and operating allowances, 
submits requests and recommendations as required, and determines that 
operations are efficiently carried out and expenditures authorized in 
accordance with approved estimates. 

(f') Provides for the safequarding of all moneys, the operation and 
maintenance of equipment and other facilities of the post office, and for 
the expenditure of funds in accordance with applicable laws and 
requiations. 

(G) Approres requisitions for supplies and equipment submitted by 
operating officials of the post office for submission to the Supply Center or 
the Department. 

OrGanizaTionaAL Revationsuips.—Administratively responsible to a 
district manager. 

(38) POSITION.—ASSISTANT POSTMASTER, FIRST-CLASS OF- 
FICE—LEVEL 15. 

Baste Funcrion.—-Serves as the overall assistant to the postmaster, 
particularly on internal operations, and provides general direction over the 
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mails, finance, administrative, and service functions of the post office. 
This office has approximately one thousand and two hundred employees, 
annual receipts of $8,460,000, one hundred and seventeen Government- 
owned vehicle units, sixteen classified stations and branches, and tuo 
hundred and ninety carrier routes within its jurisdiction. 

Dories anv ResponsiBiLir1es.— 

(A) Participates in the organization and management of the office to 
insure expeditious handling of the mails and to provide courteous and 
efficient service to patrons. 

(B) Reviews and evaluates recommendations referred to the postmaster 
by subordinates with respect to promotions and disciplining of post 
office personnel; generally oversees the training of all personnel for their 
respective positions. 

(C) Directs a continuous audit program concerning the accountability 
of responsible finance employees of the office. 

(D) Reviews estimates of manpower needs and operating allowances 
for action of the postmaster. 

(FE) Analyzes and reports to the postmaster the daily manpower 
expenditures and is responsible through designated subordinates for 
maintaining proper apportionment of authorized allowances to operating 
units. 

(F) Gives assistance and direction to key subordinate officials in 
planning and executing the mail handling, finance, and administrative 
programs of the post office. 

(G) Reviews reports and recommendations of subordinates and attends 
to administrative matters essential to the management of the post office 

(H) Represents the postmaster in relationship with the publie in th 
area, including representation with employee organizations. 

(1) Carries out special assignments for and as directed by th 
postmaster. 

(J) Assumes complete responsibility and authority for the post office 
an the postmaster’s absence and at other times as required. 

Ora@anizaTionAL Retationsyips.—Administratively responsible to 
the postmaster. 

(39) POSITION.—POSTMASTER, FIRST-CLASS OFFICE—LEVEL 15. 

Basic Foncrion.—Is responsible for all operations of a first-class 
post office, including direction and supervision of mails, finance, buildings 
personnel, and related services in the main post office, stations, and 
branches. This office has approximately four hundred and fijly en- 
ployees, annual receipts of 2,700,000, fifty Government-owned vehicl 
units, one classified station or branch, and one hundred and thirty carrer 
routes within its jurisdiction. 

Dorizs aND ResponstBILities.— 

(A) Organizes the post office to insure expeditious handling of tle 
mails and to provide courteous and efficient postal service to patrons. 

(B) Represents the Post Office Depariment in its relationships with 
the public in the area. 

(C) Appoints personnel to serve in the post office within the limits 
prescribed by Departmental and Civil Service Regulations; determines 
that personnel are carefully selected and adequately trained in thet 
respective positions. 

(D) Supervises the administration of the Efficiency Appraisal System 
and is responsible for maintaining satisfactory employee relations with 
representatives of employee organizations and indindual employees. 
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(E) Reviews estimates of manpower needs and operating allowances, 
submits requests and recommendations as required, and determines that 
operations are efficiently carried out and expenditures authorized in accord- 
ance with approved estimates. 

(F) Provides for the safeguarding of all moneys, the operation and 
maintenance of equipment and other facilities of the post office, and for 
the expenditure of funds in accordance with applicable laws and 
regulations. 

(@) Approves requisitions for supplies and equipment submitted by 
operating officials of the post office for submission to the Supply Center or 
the Department. 

ORGANIZATIONAL ReELATIONSHIPS.—Administratively responsible to a@ 
regional director or other designated superior. 

(40) POSITION.—ASSISTANT POSTMASTER, FIRST-CLASS OF-' 
FICE—LEVEL 16. 

Baste Foncrion.—Serves as the overall assistant to the postmaster, 
particularly on internal operations, and provides general direction over 
the mails, finance, administrative and service functions of the post office. 
This office has approrimately three thousand two hundred employees, 
annual recerpts of $16,900,000, two hundred Government-owned vehicle 
units, thirty-four classified stations and branches, and one thousand 
carrier routes within its jurisdiction. 

Dories AND ResponstBILiries.— 

(A) Participates in the organization and management of the office to 
insure expeditious handling of the mails and to provide courteous and 
efficient service to patrons. 

(B) Reviews and evaluates recommendations referred to the postmaster 
by subordinates with respect to promotions and disciplining of post-office 
personnel; generally oversees the training of all personnel for their respec- 
tive positions. 

(C) Directs a continuous audit program concerning the accountability 
of responsible finance employees of the office. 

(D) Reviews estimates of manpower needs and operating allowances 
for action of the postmaster. 

(’) Analyzes and reports to the postmaster the daily manpower 
expenditures and is responsible through designated subordinates for 
maintaining proper apportionment of authorized allowances to operating 
units. 

(F’) Gives assistance and direction to key subordinate officials in 
planning and executing the mail handling, finance, and administrative 
programs of the post office. 

(@) Reviews reports and recommendations of subordinates and attends 
to administrative matters essential to the management of the post office. 

(11) Represents the postmaster in relationships with the public in the 
area, ineluding representation with employee organizations. 

(1) Carries out special assignments for and as directed by the post- 
master. 

_ (J) Assumes complete responsibility and authority for the post office 
in the postmasier’s absence and at other times as required. 


ORGANIZATIONAL Retationsuips.—Administratively responsible to 
the postmaster. 


(41) POSITION.—POSTMASTER, FIRST-CLASS OF FICE—LEVEL 16. 


Baste Foncrion.—Is responsible for all operations of a Jirst-class 
post office, including direction and supervision of mails, finance, build- 
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ings, personnel, and related services in the main post office, stations and 
branches. This office has approximately seven hundred employees, 
annual receipts of $4,470,000, seventy-seven Gorcrnmert-ouned vehicle 
units, eight classified stations and branches, and two hundred carrier 
routes within its jurisdiction. 

Dories AnD ResponsiBILiTIES.— 

(A) Organizes the post office to insure expeditious handling of the 
maus and to provide courteous and efficient postal service to patrons. 

(B) Represents the Post Office Department in its relationships with the 
public in the area. 

(C) Appoints personnel to serve in the post fice within the limits 
prescribed by Departmental and Cwwil Service Regulations; determines that 
personnel are carefully selected and adequately trained in their respective 
positions. 

(D) Supervises the administration of the Efficiency Appraisal System 
and is responsible for maintaining satisfactory employee relations with 
representatives of employee organizations and indindual employees. 

(E) Reriews estimates of manpower needs and operating allowances, 
submits requests and recommendations as required, and determines that 
operations are efficiently carried out and expenditures authorized in 
accordance with approved estimates. 

(F) Provides for the safeguarding of all moneys, the operation and 
maintenance of equipment and other facilities of the post office, and for 
the expenditure of funds in accordance with applicable laws and regula- 
tions. 

(G) Approves requisitions for supplies and equipment submitted by 
operating officials of the post office for submission to the Supply Center 
or the Department. 

OrGANIzATIONAL Revationsuips.—Administratively responsible to a 
regional director or other designated superior. 

(42) POSITION.—GENERAL SUPERINTENDENT, PTS DIVISION— 
LEVEL 17. 

Basic Funcrion.—Directs all activities of a division of the Postal 
Transportation Service of average size and complexity in terms of num- 
bers of employees and in expenditure of funds, or in terms of the im- 
portance of the mail gateways in the division, the volume and complexity 
of the mail and mail handling operations, and concentrations which 
create congesiions. Is responsible for the transportation, transfer, dis- 
tribution, and dispatch of mail in transit, and for the efficient and eco- 
nomical operation of the division. 

Dorirs anv ResponsiBiLiriEes.— 

(A) Directs and coordinates the activities of subordinate district 
superintendents in planning and effectuating the transportation and 
processing of transit mail within, entering, or emanating from the di- 
vision; confers with officials of commercial carriers regarding mail 
handling and transportation, schedules, security of mail im transit, 
and rates. 

(B) Provides, through his assistants, general supervision over the 
activities of the employees of the division. Establishes manpower controls, 
effective employce relations, and inspections of personnel activities, both 
informally and as required by regulations. 

(C) Exercises administrative control over the district superintendents 
and, through them, the constituent field units such as transfer offices, 
airmail fields, terminals, railway post office lines, highway post office lines, 
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and contract carriers such as star routes and mail messenger routes, and 
related operating units; maintains financial control of the division, report- 
ing on expenditures and requirements as directed. 

(D) Maintains liaison with airlines, railroads, trucklines, and other 
contract carriers; contacts major publishers, mail-order houses, and other 
large volume patrons with respect to mass mailing problems. 

(2) Coordinates division activities with those of contiguous divisions 
and with other segments of the Post Office Department within the area. 

OrGANizaTIONAL Revationsuips.—Admuinistratively responsible to a 
regional director. Directs, through an assistant and district superin- 
tendents, up to three thousand three hundred employees. 

(43) POSITION.—-ASSISTANT POSTMASTER, LARGE FIRST-CLASS 
OFFICE—LEVEL 17. 

Baste Foncrion.—Serves as the overall assistant to the postmaster, 
particularly on internal operations, and provides general direction over the 
mais, finance, administrative and service functions of the post office. 
This office has approximately eight thousand employees, annual receipts of 
$48,000,000, four hundred Government-owned vehicle units, fifty classified 
stations and branches, and one thousand four hundred carrier routes 
within its jurisdiction. 

Dories and Responsisitirirs.— 

(A) Participates in the organization and management of the office to 
msure expeditious handling of the mails and to provide courteous and 
efficient service to patrons. 

(B) Reviews and evaluates recommendations referred to the postmaster 
by subordinates with respect to promotions and disciplining of post office 
personnel; generally oversees the training of all personnel for their 
respective positions. 

(C) Directs a continuous audit program concerning the accountability 
of responsible finance employees of the office. 

(D) Reviews estimates of manpower needs and operating allowances 
for action of the postmaster. 

(2) Analyzes and reports to the postmaster the daily manpower 
expenditures and is responsible through designated subordinates for 
maintaining proper apportionment of authorized allowances to operating 
units. 

(f°) Gives assistance and direction to key subordinate officials in 
planning and executing the mail handling, finance, and administrative 
programs of the post office. 

(G@) Reviews reports and recommendations of subordinates and attends 
to administrative matters essential to the management of the post office. 

(H) Represents the postmaster in relationships with the public in the 
area, including representation with employee organizations. 

(I) Carries out special assignments for and as directed by the post- 
master. 

(J) Assumes complete responsibility and authority for the post office 
in the postmaster’s absence and at other times ax required. 

OrcanizaTionaL Rexarionsuips,—Administratively responsible to 
the postmaster. 


(44) POSITION.—POSTMASTER, FIRST-CLASS OFFICE—LEVEL 17. 


Baste Funcrion.—Is responsible for all operations of a first-class 
post office, including direction and supervision of mails, finance, buildings, 
personnel, and related services in the main post office, stations, and 
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branches. This office has approximately one thousand two hundred 
employees, annual receipts of $8,460,000, one hundred and seventeen 
Government-owned vehicle units, sixteen classified stations and branches, 
and two hundred and ninety carrier routes within its jurisdiction. 


Dorirs anv Respons!BILITI1ES.— 

(A) Organizes the post office to insure expeditious handling of the 
mails and to provide courteous and efficient postal service to patrons. 

(B) Represents the Post Office Department in its relationships with 
the public in the area. 

(C) Appoints all personnel to serve in the post office within the limits 
prescribed by Departmental ani Civil Service Regulations; determines 
that all personnel are carefully selected and adequately trained in their 
respective positions. 

(D) Supervises the administration of the Efficiency Appraisal System 
and is responsible for maintaining satisfactory employee relations with 
representatives of employee organizations and individual employees. 

(EL) Reviews estimates of manpower needs and operating allowances, 
submits requests and recommendations as required, and determines that 
operations are efficiently carried out and expenditures authorized in 
accordance with approved estimates. 

(F’) Provides for the safeguarding of all moneys, the operation and 
maintenance of equipment and other facilities of the post office, and for 
the expenditure of funds in accordance with applicable laws and 
regulations. 

(G) Approves requisitions for supplies and equipment submitted by 
operating officials of the post office for submission to the Supply Center 
or the Department. 

OrGANIzATIONAL Revarionsuips.—Administratively responsible to a 
regional director or other designated superior. 

(45) POSITION.—GENERAL SUPERINTENDENT, LARGEST PTS 
DIVISION—LEVEL 18. 

Basic Foncrion.—Directs all activities of one of the largest divisions 
of the Postal Transportation Service in terms of numbers of employees 
and in expenditure of funds, as well as in terms of the importance of 
the mail gateways in the division, the volume and complexity of the mail 
and mail handling operations, and concentrations which create con- 
gestions. Is responsible for the transportation, transfer, distribution, 
and dispatch of mail in transit, and for the efficient and economical 
operation of the division. 

Deries AnD Respons!BiLit1Es.— 

(A) Directs and coordinates the activities of subordinate district super- 
intendents in planning and effectuating the transportation and processing 
of transit mau within, entering, or emanating from the division; confers 
with officials of commercial carriers regarding mail-handling and trans- 
portation schedules, security of mails in transit, and rates. 

(B) Provides, through his assistants, general supervision over the 
activities of the employees of the division. Establishes manpower con- 
trols, effective employee relations, and inspections of personnel activities, 
both informally and as required by regulations. 

(C) Exercises administrative control over the district superintendents 
and, through them, the constituent field units such as transfer offices, air 
mail fields, terminals, railway post office lines, highway post office lines, 
and contract carriers such as star routes and mail messenger routes, a 
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related operating units; maintains financial control of the division, re- 
porting on expenditures and requirements as directed. 

(D) Maintains liaison with airlines, railroads, truck lines, and other 
contract carriers; contacts major publishers, mail-order houses, and other 
large volume patrons with respect to mass mailing problems. 

(EZ) Coordinates division’ activities with those of contiquous divisions 
and with other segments of the Post Office Department within the area. 

OrGaNnizaTIONAL Retarionsarps.—Administratively responsible to a 
regional director. Directs, through an assistant and district superin- 
tendents, approzimately three thousand three hundred or more employees. 

(46) POSITION.—ASSISTANT POSTMASTER, LARGEST FIRST- 
CLASS OFFICE—LEVEL 18. 

Basic Funcrion.—Serves as the overall assistant to the postmaster, 
particularly on internal operations, and provides general direction over 
the mails, finance, administrative, and service functions of the post office. 
This office has approximately twenty thousand employees, annual receipts 
of $140,000,000, one thousand one hundred Government-owned motor- 
vehicle units, siaty-six classified stations and branches, and three thousand 
two hundred carrier routes within its jurisdiction. 

Deries AND ResponsiBiLiries.— 

(A) Participates in the organization and management of the office to 
insure expeditious handling of the mails and to provide courteous and 
efficient service to patrons. 

(B) Reviews and evaluates recommendations referred to the post- 
master by subordinates with respect to promotions and disciplining of 
post-office personnel; generally oversees the training of all personnel for 
their respective positions. 

(C) Directs a continuous audit program concerning the accountability 
of responsible finance employees of the office. 

(D) Reviews estimates of manpower needs and operating allowances 
for action of the postmaster. 

(EL) Analyzes and reports to the postmaster the daily manpower 
expenditures and is responsible through designated subordinates for 
maintaining proper apportionment of authorized allowances to operating 
units. 

(F) Gives assistance and direction to key subordinate officials in 
planning and erecuting the mail handling, finance, and administrative 
programs of the post office. 

(G) Reviews reports and recommendations of subordinates and attends 
to administrative matters essential to the management of the post office. 

(H) Represents the postmaster in relationships with the public in the 
area, including representation with employee organizations. 

(1) Carries out special assignments for and as directed by the post- 
master. 

(J) Assumes complete responsibility and authority for the post office 
in the postmaster’s absence and at other times as required. 

OreanizaTionaL Retationsyuips.—Administratively responsible to 
the postmaster. 


(47) POSITION.—POSTMASTER, FIRST-CLASS OFFICE—LEVEL 18. 
Basic Foncrion.—Is responsible for all operations of a first-class 
post office, including direction and supervision of mails, finance, build- 
wngs, personnel, and related services in the main post office and stations 
and branches. This office has approximately three thousand two hun- 
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dred employees, annual receipts of $16,900,000, two hundred Govern- 
ment-owned vehicle units, thirty-four classified stations and branches, 
and one thousand carrier routes within its jurisdiction. 

Duties AND ReEspoNnsIBILITIES.— 

(A) Organizes the post office to insure expeditious handling of the 
mails and to provide courteous and efficient: postal service to patrons. 

(B) Represents the Post Office Department in its relationships with 
the public in the area. 

(C) Appoints personnel to serve in the post office within the limits 
prescribed by Departmental and Civil Service Regulations; determines 
that personnel are carefully selected and adequately trained for their 
respective positions. 

(D) Supervises the administration of the Efficiency Appraisal System 
and is responsible for maintaining satisfactory employee relations with 
representatives of employee organizations and individual employees. 

(EZ) Reviews estimates of manpower needs and operating allowances, 
submits requests and recommendations as required, and determines that 
operations are efficiently carried out and expenditures authorized in 
accordance with approved estimates, 

(F) Provides for the safeguarding of all moneys, the operation and 
maintenance of equipment and other facilities of the post office, and for 
the expenditure of funds in accordance with applicable laws and regula- 
tions. 

(G) Approves requisitions for supplies and equipment submitted by 
operating officials of the post office for submission to the Supply Center or 
the Department. 

OrGcANnizATIONAL Retarionsuips.—Administratively responsible to a 
regional director or other designated superior. 

(48) POSITION.—POSTMASTER, LARGE FIRST-CLASS OFFICE— 
LEVEL 19. 

Basic Funcrion.—Is responsible for all operations of a large first- 
class post office, including direction and supervision of mails, finance, 
buildings, personnel, and related services in the main post office and sta- 
tions and branches. This office has approximately eight thousand em- 
ployees, annual receipts of $48,000,000, four hundred Government-owned 
vehicle units, fifty classified stations and branches, and one thousand four 
hundred carrier routes uxnthin its jurisdiction. 

Duties anv ResponstBILITIES.— 

(A) Organizes the post office to insure expeditious handling of the mails 
and to provide courteous and efficient postal service to patrons. 

(B) Represents the Post Office Department in its relationships with 
the public in the area. 

(C) Appoints personnel to serve in the post office within the limits 
prescribed by Departmental and Civil Service Regulations; determines 
that personnel are carefully selected and adequately trained for their 
respective positions. 

(D) Supervises the administration of the Efficiency Appraisal System 
and is responsible for maintaining satisfactory employee relations with 
representatives of employee organizations and individual employees. 

(E) Reviews estimates of manpower needs and operating allowances, 
submits requests and recommendations as required, and determines that 
operations are efficiently carried out and expenditures authorized in 
accordance with approved estimates. 
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(F) Provides for the safequarding of all moneys, the operation and 
maintenance of equipment and other facilities of the post office, and for 
the expenditure of funds in accordance with applicable laws and requla- 
tions. 

(G) Approves requisitions for supplies and equipment submitted by 
operating officials of the post office for submission to the Supply Center or 
the Department. 

OrGANIZATIONAL ReitaTionsuips.—Administratively responsible to a 
regional director or other designated superior. 

(19) POSITION. POSTMASTER, LARGEST FIRST-CLASS OF FICE— 
LEVEL 20. 

Basic Funerion.—Is responsible for all operations of one of the 
largest first-class offices, including direction and supervision of mails, 
finance, buildings, personnel, and related services in the main post office, 
stations and branches. This office has approximately twenty thousand 
employees, annual receipts of $140,000,000, one thousand one hundred 
Government-owned rehicve units, sixty-six classified stations and branches, 
and three thousand two hundred carrier routes within its jurisdiction. 

Deries anv ResponsiBiciries.— 

(A) Organizes the post office to insure expeditious handling of the 
mails and to provide courteous and efficient postal service to patrons. 

(B) Represents the Post Office Department in its relationships with 
the public in the area. 

(C) Appoints personnel to serve in the post office within the limits 
prescribed by Departmental and Civil Service Regulations; determines 
that personnel are carefully selected and adequately trained in their 
respective positions. 

(D) Supervises the administration of the Efficiency Appraisal System 
and is responsible for maintaining satisfactory employee relations with 
representatives of employee organizations and individual employees. 

(2) Reviews estimates of manpower needs and operating allowances, 
submits requests and recommendations as required, and determines that 
operations are efficiently carried out and expenditures authorized in 
accordance with approved estimates. 

(Ff) Provides for the safeguarding of all moneys, the operation and 
maintenance of equipment and other facilities of the post office, and for 
the expenditure of funds in accordance with applicable laws and 
re qulations. 

(@) Approves requisitions for supplies and equipment submitted by 
operating officials of the post office for submission to the Supply Center 
or the De partment. 

ORGANIZATIONAL Rezarionsuips.—Administratively responsible to a 
regional director. 

(50) POSITION.— REGIONAL DIRECTOR—LEVEL 21. 

Basie Funerion.—Directs the management of all postal activities 
within the jurisdiction of an assigned region in accordance with basic 
departmental policies and with functional direction and guidance from 
Assistant Postmasters General. 

Dorizrs an» ResponsiBiLir1Es.— 

(A) Develops and formulates policies and practices for the region 
within basie policies and instructions of the Postmaster General. 

(B) Manages post office operations. 
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(C) Administers routing, distribution, and transportation of mail 
within and in transit through the region. 

(D) Arranges for the provision of adequate facilities and equipment 
for all postal functions in the region. 

(EZ) Administers the personnel program of the region, including 
employment, placement, training, evaluation of positions, employee 
relations, and other personnel functions. 

(F) Authorizes and issues allowances for all expenditures and ezer- 
cises budgetary controls. 

(G) Administers cost reduction programs and provides industrial 
engineering services to operating segments of the region. 

(H) Maintains effective public relations with the general public, large 
mail users, and with Federal, State, and municipal authorities. 

OreanizaTionaL Re.arionsaips.—Administratively responsible to 
the Deputy Postmaster General. Directs, through subordinate officials, 
approximately thirty thousand to thirty-five thousand employees wn some 
three thousand offices within the region. 


DUAL EMPLOYMENT AND EXTRA DUTIES 


Sec. 204. (a) An employee may be appointed to more than one posi- 
tion and shall be paid compensation at the rate provided by law for each 
position, without regard to the provisions of sections 1768, 1764, and 1765 
of the Revised Statutes, as amended (6 U.S. C., secs. 58, 69, and 70). 

(6) As the needs of the service require, an employee may be assigned 
from time to time to perform, without change in compensation, duties 
and responsibilities other than the duties and responsibilities specifically 
set forth in his position description; however, uf any employee is assigned 
for more than thirty days in any calendar year to duties and responsibili- 
tres of a salary level which is higher than the salary level to which his 
position is assigned, except to perform service in a relief capacity for a 
supervisor granted compensatory time pursuant to section 603, he shall 
be paid for the period of his assignment in excess of thirty days a basic 
salary computed in accordance with the provisions of section 502. 


REPORT OF THE POSTMASTER GENERAL 


Sec. 205. (a) The Postmaster General shall transmit to the Congress, 
on or before January 15, 1956, a comprehensive report of operations 
under this title. Such report shall include, among other matters, the 
following— 

(1) information, in summary and in detail, with respect to actions 
by the Postmaster General taken under section 201, with specific 
reference to the definitions of positions, the designations of the 
respective salary levels to which such positions are assigned, and 
the reasons for such actions; 

(2) a statement showing the number of employees determined to 
be in each key position under section 203, and the occupational 
titles of such employees immediately prior to the conversion of such 
employees under section 304 (b); 

(3) a statement with respect to the operation of the appeals system 
prescribed by section 202, including the number of such appeals by 
employees, a general discussion of the reasons for such appeals, the 
actions taken thereon and the reasons therefor; and 
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(4) such other ig ab gs and evidence as is necessary to enable 
the Committees on Post Office and Civil Service of the Senate and the 
House of Representatives to carry out the responsibility for super- 
vision and review of the administration of this title, in accordance 
with section 136 of the Legislative Reorganization Act of 1946 
(Public Law 601, Seventy-ninth Congress). 

(6) The report submitted by the Postmaster General under subsection 
(a) of this section shall be delivered to the President of the Senate and 
to the Speaker of the House of Representatives on the same day, and 
shall be referred to the Committees on Post Office and Civil Service of both 
Houses. The report shall be printed as a House document. 


TITLE III—BASIC SALARY SCHEDULES 
POSTAL FIELD SERVICE SCHEDULE 


Sec. 301. (a) There is established a basic salary schedule for positions 
in the postal field service which shall be known as the Postal Field Service 
Schedule, and for which the symbol shall be “PFS”. Ezcept as provided 
in sections 302 and 303 of this Act, basie salary shall be paid to all 
employees in accordance with this schedule. 


POSTAL FIELD SERVICE SCHEDULE 





Per annum rates and steps 








090 ¢3, 190 | 
300 8, 410 

650 $3, 660 

8% 8, 935 | 
930 4, 055 

130 4, 255 | 
470 4, 610 
840 4, 995 
230 5, 400 
650 6, 835 
5, 800 200 6, 490 
6, 380 820 7,040 
7, 020 26 7,500 7,740 
7,730 , 980 8, 230 8, 480 
8, 500 8 75 9, 000 9, 250 . 
9, 350 , GC 9, 850 10, 100 0, 350 | 10, 600 
10, 300 550 | 10,800 11, 050 ,300 | 11,550 
11, 400 1,650; 11,900 12, 150 ¥ 12, 650 
12,500 75 13,000 18, 250 
13, 600 8 14, 100 14, 350 
14, 800 


#2, 890 
3, 080 
5, 330 
$, 590 
8, 630 
$, 880 
4, 190 
4, 530 
4,89) 
6, 280 


~ 
PAM MAP PP MLK AM 























(6) The basie salary for hourly rate employees shall be computed by 
dividing the per annum rates prescribed in the Postal Field Service Sched- 
ule (1) by 2,080 in the case of hourly rate employees other than substitutes, 
and (2) by 2,016 in the case of substitute employees. 


RURAL CARRIER SCHEDULE 


Src. 802. (a) There is established a basic salary schedule which 
shall be known as the Rural Carrier Schedule, and for which the symbol 
shall be “RCS”, for carriers in the rual delivery service, which is based in 
part on fixed compensation per annum and in part on specified rates per 
mile per annum. Basie salary shall be paid to rural carriers in accord- 
ance with this schedule. 
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RURAL CARRIER SCHEDULE 





| Per annum rates and steps 
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j | 
Carriers in rural delivery service: i } | 
Fired compensation per annum...... #1, 538 | | $1,578 | $1,618 | $1,658 | $1,698 | $1,738 | $1,778 
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1 Basic compensation authorized for the regular carrier. 


(b) A rural carrier serving one triweekly route shall be paid on the 
basis of a route one-half the length of the route served by him. A rural 
carrier serving two triweekly routes shall be paid on the basis of a route 
one-half the combined length of the two routes. 

(c) The Postmaster General may pay such additional compensation as 
he may determine to be fair and reasonable in each individual case to 
rural carriers serving heavily patronized routes not exceeding sixty-one 
miles in length. He may not pay additional compen: sation to a carrier 
serving such a route in an amount which would exceed $4,700, when 
added to the basic salary for the maximum step in the Rural Carrier 
Schedule for his route. In case any such heavily patronized route is 
extended in length, the rural carrier assigned to such route at the time of 
such extension shall not be reduced in pay. 

(d) The Postmaster General may pay additional compensation to 
rural carriers who are required to carry pouch mail to intermediate post 
offices, or for intersecting loop routes, in all cases where it appears that 
the carriage of such pouches increases the expense of the equipment 
required by the carrier or materially increases the amount of labor per- 
formed by him. Such compensation shall not exceed the sum of $12 per 
annum for each mile such carrier is required to carry such pouches. 

(e) In addition to the other compensation, rural carriers shall be paid 
the authorized fee for making special delivery of mail. Such fee shall 
not be paid when (1) no special delivery service is rendered, (2) delivery 
is made into a rural mail bor, or (3) delivery is made to the addressce 
or his representative on the rural carrier’s route. 


FOURTH-CLASS OFFICE SCHEDULE 


Sec. 303. (a) There is established a basie salary schedule which shall 
be known as the Fourth-Class Office Schedule, and for which the symbol 
shall be “FOS”’, for postmasters in post offices of the fourth class which 
is based on the gross postal receipts as contained in returns of the post 
office for the calendar year immediately preceding. Basic salary shall 
be paid to postmasters in post offices of the fourth class in accordanci 
with this schedule. 
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FOURTH-CLASS OF FICE SCHEDULE 
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(b) The basie salary of postmasters in fourth-class post offices shall 
be readjusted for changes in gross receipts at the start of the first pay’ 
period after the beginning of each fiscal year. In adjusting a postmaster’s 
basie salary under this section the basic salary shall be fixed at the lowest 
step which is higher than the basic salary received by the postmaster at 
the end of the preceding fiscal year. If there is no such step the basie 
silary shall be fixed at the highest step for the adjusted gross receipts of 
the office. Each increase in basic salary because of change in gross 
receipts shall be deemed the equivalent of a step-increase under section 401 
of this Act and the waiting period, Jor purposes of advancement to the 
nest step, shall begin on the date of adjustment. 

(ce) The basic salaries of postmasters at newly established offices of 
the fourth class shall be fired at the lowest salary rate. Whenever unusual 
conditions prevail at any post office of the fourth class the Postmaster 
General may advance such office to the appropriate category or class indi- 
cated by the receipts of the preceding quarter. Any fourth-class office 
advanced to the appropriate category or class pursuant to this subsection 
shall remain in such category or class until the start of the first pay period 
after July 1 of the calendar year following the calendar year in which it 
was so advanced, at iwhich time it shall be assigned to the category or class 
indicated by the receipts for the preceding calendar year. 

(d) Persons who perform the dutics of postmaster at post offices of the 
fourth class where there is a vacancy or during the absence of the post- 
master on sick or annual leave, or leave without pay, shall be paid the 
same basic salary to which they would have been entitled if regularly 
appointed as such postmaster. 

(e) The Postmaster General may allow to postmasters in fourth-class 
post oflices additional compensation for separating services and for 
unusual conditions during a portion of the year, in lieu of an allowance 
for cierical services for this purpose. 

(f) At seasonal post offices of the fourth class, the Postmaster General 
may authorize the payment of the basic salary prorated over the pay 
periods such office is open for business during the fiscal year. 

(9) Where the gross postal receipts of a post office of the third class for 
each of two consecutive calendar years are less than $1,500, or where in 
any calendar year the gross postal receipts are less than $1,400, such 
post office shall be relegated to the fourth class and the basic salary of the 


postmaster shall be fixed in the manner provided in subsection (b) of this 
section, 
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CONVERSION 


Sec. 304. (a) Each employee whose basic salary is paid under the 
Act of July 6, 1945 (59 Stat. 435), as amended, or under the Classification 
Act of 1949 (63 Stat. 954), as amended, and who on or prior to the effective 
date of this section has earned but has not been credited with a higher 
automatic salary grade increase under the Act of July 6, 1945, or a higher 
within-grade step-increase under the Classification Act of 1949 for his 
position, or whose basic salary would have been increased on July 1, 
1955, by reason of changed postal receipts, shall be given credit for such 
increase before his basic salary is adjusted under subsection (b) of this 
section. 

(b) The basic salary of each employee in effect immediately prior to 
the effective date of the Postal Field Service Schedule, the Rural Carrier 
Schedule, and the Fourth-Class Office Schedule, shall be adjusted to the 
basic salary in the schedules in the following manner: 

(1) If the basic salary of the employee is equa! to any step established 
for his position in the appropriate schedule, such step shall be established 
as the employce’s new basic salary. 

(2) If the basic salary of the employee is less than the entrance step 
established for his position in the appropriate schedule, such entrance 
step shall be established as the employee's new basic salary. 

(3) If the basie salary of the employee falls between any two steps 
established for his position in the appropriate schedule, the higher step 
shall be established as the employee’s new basic salary. 

(4) If the basic salary of the employee is greater than the highest step 
established for his position in the appropriate schedule, such basic salary 
shall be established as the new basic salary of the employee. 


ADDITION OF LONGEVITY STEP-INCREASES 


Sec. 305. (a) When the basic salary of an employee, except an em- 
ployee whose basic salary immediately prior to the effective date of the 
Postal Field Service Schedule was fixed by the Classification Act of 1949, 
is established under section 304 of this Act, each longevity step-increase 
which such employee has earned prior to the effective date of his schedule 
shall become a part of his basie compensation and shall constitute a 
longevity step-increase under section 404 of this Act. 

(6) In the case of an employee whose compensation immediately prior 
to the effective date of the Postal Field Service Schedule was fixed by the 
Classification Act of 1949, all creditable service under section 404 shall be 
counted in order to determine such employce’s eligibility for longevity 
step-increases under such section. 


RETROACTIVE BASIC SALARY INCREASES 


Sec. 306. (a) The basic salary in effect immediately prior to the 
effective date of this section, of each employee paid under the Act of 
July 6, 1945, as amended (39 U.S. C., secs. 858, 859, 861a, 862, 863- 
866, 868, 869), or under the Classification Act of 1949, as amended, 
shall be increased by 7 per centum effective March 1, 1955 (rounded to 
the nearest dollar in the case of per annum rates and to the nearest one-half 
cent in the case of hourly rates, a half-dollar or one-quarter of a cent 
being rounded to the next highest dollar or one-half cent, respectively). 
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Such increase shall be applied (1) in the case of each rural carrier to his 
fixed compensation, his compensation per mile, and any additional com- 
pensation allowed him for serving a heavily patronized route, and (2) to 
the amounts specified in sections 3 (c), 3 (d), 12 (a), 12 (e), 15 (f), and 
17 (d) of the Act of July 6, 1945 (Public Law 134, Seventy-ninth Con- 
gress), as amended, 

(b) Retroactive salary shall be paid under this Act only in the case of 
an individual in the service of the United States (including service in the 
Armed Forces of the United States) or of the municipal government of 
the District of Columbia on the date of enactment of this Act, except that 
such retroactive salary shall be paid a retired postmaster, officer, or 
employee for services rendered during the period beginning March 1, 
1955, and ending with the date of his retirement, or in accordance with 
the provisions of the Act of August 3, 1950, for services rendered by a 
deceased postmaster, officer, or employee during the period beginning on 
March 1, 1955, and ending with the date of his death. 


TITLE IV—STEP-INCREASES 


AUTOMATIC ADVANCEMENT BY STEP-INCREASES 


Sec. 401. (a) Except as to a substitute employee in the Postal Trans- 
portation Service whose position is allocated to salary level PF'S-6 as a 
distribution clerk in a railway or highway post office, each employee 
whose position 1s allocated to the Rural Carrier Schedule, the Fourth- 
Class Office Schedule, or salary level PFS—10 or a lower salary level of 
the Postal Field Service Schedule, who has not reached the highest step 
for his position, shall be advanced successively to the next higher step 


for his position at the beginning of the first pay period following the 
completion of each fifty-two calendar weeks of satisfactory service, if no 
equivalent increase in basic salary from any cause was received during 
such period of fifty-two calendar weeks. The benefit of successive step- 
increases shall be preserved, under regulations prescribed by the Post- 
master General, for employees whose continuous service is interrupted 
by service in the Armed Forces. 

(b) Each employee whose position is allocated to salary level PFS-11 
or @ higher salary level of the Postal Field Service Schedule shall be 
advanced to and including step four of his salary level in the manner 
provided in subsection (a) of this section. Advancement of such employee 
to steps higher than step four, exclusive of longevity step-inercases, shall 
be granted by the Postmaster General on the basis of superior performance 
under regulations issued by him, but no such employee is eligible for 
more than one step-increase within the time period specified in subsection 
(a) of this section. 

(ce) Each substitute employee in the Postal Transportation Service, 
whose position is allocated to salary level PF S-6 as a distribution clerk in 
a railway or highway post office, shall be advanced in the manner pre- 
scribed for other employees under subsection (a) of this section, but such 
substitute shall be advanced beyond step four of salary level PFS-€. 


CREDITABLE SERVICE FOR ADVANCEMENT 


Src. 402. Each employee in the postal field service is eligible to earn 
step-increases in accordance with this Act. Except for temporary rural 
carriers serving in the absence of regular rural carriers on leave without 
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pay or on military leave, credit shall not be allowed for time on the rolls 
under a temporary appointment for one year or less unless such time on 
the rolls is continuous to the date of appointment to a position of unlimited 
duration. 
ADJUSTMENT OF SERVICE CREDIT 

Sec. 403. For the purpose of establishing eligibility for step increases 
under section 401, the Poctadbter General is directed to preserve for 
employees presently in the automatic grades, other than the maximum 
automatic grades, their present anniversary dates: Provided, That no 
employee whose anniversary date occurs before the anniversary date of a 
senior employee shall be advanced ahead of such senior employee. For 
the purposes of this section, the term “senior employee’ means an employee 
in the same position in the post office or organizational unit concerned, 
who, by virtue of his length of service or position, has superior seniority 
rights. The anniversary date of any employee whose present anniversary 
date cannot be preserved without advancing ahead of such senior employee 
shall be that date which results in the shortest additional waiting period for 
such employee. Each employee in a marimum automatic grade or a 
single salary grade shall begin the waiting period for his anniversary date 
on the effective date of his transfer into the appropriate schedule contained 
in sections 301, 302 or 303 of this Act. 


LONGEVITY STEP-INCREASES 


Szc. 404. (a) There are established for each employee longevity steps 
A, B, and C. For each promotion to a longevity step— 

(1) each postmaster at a post office of the fourth class shall 
receive an amount equal to 5 per centum of his basic salary, or $100 
per annum, whichever is the Fadi and 

(2) each employee (other than a postmaster at a post office of the 
fourth class) shall receive $100 per annum. 

In computing the percentage increase under this subsection the amount 

of the increase shall be rounded to the nearest dollar. A half dollar or 

one-half cent shall be rounded to the next highest dollar or cent, respectively. 
(b) Each employee shall be assigned to— 

(1) longevity step A at the beginning of the pay period following 
the completion of thirteen years of service; 

(2) longevity step B at the beginning of the pay period following 
the completion of erghteen years of service; a 

(3) longevity step C at the beginning of the pay period following 
the completion of twenty-five years of service. 

(ec) (1) There shall be credited, for the purposes of subsection (b)— 

(A) all time on the rolls, except time on the rolls as a substitute 
rural carrier, in the postal field service or in the Post Office Depart- 
ment; 

(B) all time on the rolls in the custodial service of the Department 
of the Treasury continuous to the date of the transfer of the employee 
to the custodial service of the Post Office Department in accordance 
with Executive Order Numbered 6166, dated June 10, 1933; 

(C) all time on the rolls as a special-delivery messenger at a first- 
class post office; and 

(D) all time on the rolls as a clerk in a third-class post office for 
which payment is made from authorized allowances. 
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(2) In determining longevity credit for the purposes of subsection (b) 
in the case of an employee whose continuous service in the postal field 
service or in the departmental service of the Post Office Department shall 
have been interrupted by service with the Armed Forces or to comply with 
a transfer during war or national emergency as defined by the United 
States Civil Service Commission, all time engaged in such service with 
the Armed Forces or on such transfer shall be credited pro rata for each 
week of such service. All service specified in this subsection, whether 
continuous or intermittent, shall be credited on the basis of one week for 
each whole week the employee has been on the rolls, except that credit shall 
not be allowed for time on the rolls under a temporary appointment for 
one year or less unless such time on the rolls is continuous to the date o 
appointment to a position of unlimited duration. 

(d) Employees on the rolls on the effective date of this section who are 
entitled to promotion credit for longevity purposes under section 2 of the 
Act approved May 3, 1950 (64 Stat. 102; 89 U.S. C. 889), shall retain 
all rights and benefits established or continued under such section to the 
same extent as though such section had remained in effect. 

(¢) Increases under this section shall not be deemed equivalent increases 
within the meaning of section 401. 


TITLE V—GENERAL COMPENSATION RULES 
APPOINTMENTS 


Sec. 501. The Postmaster General may appoint any person who has 
been employed in a civilian capacity in any branch of the Government to 
any position in a regional or district office or to any professional or 
scientific position and may place such person in any step in the salary 
level of the Postal Field Service Schedule which is less than one full step 
above the highest basic salary which such person received from the United 
States. 

PROMOTION 


Sec. 502. (a) Any employee who is promoted or transferred to a 
position in a higher salary level of the Postal Field Service Schedule shall 
be paid basic salary at the lowest step of such higher salary level which 
exceeds his existing basic salary by not less than the amount of difference 
between the entrance step of the salary level from which promoted and 
the entrance step of the salary level immediately above the salary level 
from which promoted. If there is no step in the salary level to which the 
employee is promoted which exceeds his existing basic salary by at least 
the amount of such difference, such employee shall be paid (1) the mazi- 
mum step of the salary level to which promoted, or (2) his existing basie 
salary, whichever is higher. 

(6) Regular clerks and carriers in first- and second-class post offices 
are not eligible for promotion to positions of higher salary levels in their 
respective offices unless they are in the maximum steps of their respective 
salary levels. If for any reason such clerks and carriers in such maximum 
steps are not available those clerks and carriers in the lower steps in such 
offices shall be eligible for such promotion, 
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COMPENSATION OF CERTAIN TEMPORARY EMPLOYEES 


Sec. 503. Each temporary employee who is hired for a continuous 
period of one year or less for a position under the Postal Field Service 
Schedule shall be paid a basie salary at the entrance step for the salary 
level of the position to which he is appointed. 


PROHIBITION ON REDUCTION OF FORMER COMPENSATION 


Sec. 504. (a) Nothing in this Act shall be deemed to reduce the per 
annum or hourly basic compensation of any employee on the rolls on the 
effective date of the Postal Field Service Schedule, the Rural Carrier 
Schedule, or Fourth-Class Office Schedule to an amount less than his 
basic compensation immediately prior to adjustment to such schedules. 

(b) For the purposes of this section, ‘basic compensation” includes 
basic compensation under the Classification Act of 1949. 


TITLE VI—PAY ADMINISTRATION 
PAY PERIODS AND COMPUTATION OF RATES 


Src. 601. (a) Employees in the postal field service shall be paid com- 
pensation in twenty-six installments. Each such installment shall be 
the compensation for a pay period of two weeks. 

(b) As basic compensation for a full pay period, an employee, other 
than an hourly rate employee, shall be nek an amount equal to one 
twenty-sixth of his annual basic compensation. As basic compensation 
for a portion of a pay period, such employee shall be paid basic compen- 
sation computed in accordance with subsection (d) of this section for the 
number of days and hours of service for which he has credit. 

(c) As basic compensation for the pay period, an hourly rate employee 
shall be paid an amount equal to the product of his hourly rate of basic 
compensation and the number of hours of service for which he has credit. 

(d) For purposes of computing rates of compensation other than annual 
rales the following rules shall govern: 

(1) To compute an hourly rate of basic compensation for employees 
other. than substitute employees, the annual rate of basic compensation 
shall be divided by 2,080. 

(2) To compule an hourly rate of basie compensation for substitute 
employees, the annual rate of basic compensation shall be divided by 
2,016. 

(3) To compute the daily rate of compensation for postmasters, postal 
inspectors, and rural carriers, the annual rate of compensation shall be 
divided by 312. 

(4) To compute the daily rate of basic compensation for annual rate 
employees other than postmasters, postal inspectors, and rural carriers, 
the hourly rate of basie compensation shall be multiplied by the number of 
daily hours of service required, 

(e) Except for lump-sum payments for accumulated leave upon the 
termination of employment, an annual rate employee shall not be paid 
more than one twenty-sixth of his basic compensation as basic compensa- 
tion for a pay period. 

(f) All rates shall be computed to the nearest cent, counting one-half 
cent and over as a whole cent. 
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(9) When a pay period for employees to whom this Act applies begins 
in one fiscal year and ends in another, the gross amount of the earnings of 
such employees for such pay period may be regarded as a charge against 
the appropriation or allotment current at the end of such pay period. 


HOURS OF WORK 


Szc. 602. Except as otherwise provided in this Act, employees shall 
not be required to work more than eight hours a day. The work schedule of 
employees shall be regulated so that the eight hours of service shall not 
extend over a longer period than ten consecutive hours. 


COMPENSATORY TIME, OVERTIME, AND HOLIDAYS 


Szc. 603. In emergencies or if the needs of the service require, the 
Postmaster General may require employees to work more than eight hours 
in one day, or on Saturdays, Sundays, or holidays. For such service 
he shall grant employees in the “PFS” Schedule compensatory time or pay 
such employees overtime compensation under the following rules: 

(1) Each employee in or below salary level PFS-8 shall be paid for all 
work in excess of eight hours in one day at the rate of 150 per centum of 
his hourly basic compensation. 

(2) (A) Each employee in or below salary level PFS-8 who performs 
work on Saturdays or Sundays shall, under regulations prescribed by the 
Postmaster General, be granted compensatory time in an amount equal 
to the excess time worked within five working days, except that, in liew of 
such compensatory time, the Postmaster General may, if the exigencies 
of the service require, authorize such employee to be paid, for work 
performed on Saturdays and Sundays during the month of December, at 
the rate of 150 per centum of his hourly basic compensation. 

(B) If the work performed by such employees on Saturdays and 
Sundays is less than eight hours, such service, in the discretion of the 
Postmaster General may be carried forward and combined with similar 
service performed on other Saturdays and Sundays. The employees 
may be allowed compensatory time for such combined service or any 
part thereof at any time, except that, whenever at least eight hours of such 
service has been accumulated, the employees shall be allowed eight hours 
compensatory time on one day within five working days next succeeding 
the Saturday or Sunday on which the total accumulated service was at 
least eight hours. 

(3) For time worked on a day referred to as a holiday in the Act of 
December 26, 1941 (6 U. S. C., see. 876), or on a day designated by 
Executive order as a holiday for Federal employees generally, each 
employee in or below salary level PFS-8, under regulations prescribed 
by the Postmaster General, shall either be granted compensatory time in 
an amount equal to such time worked within thirty working days, or be 
paid premium compensation at a rate equal to his hourly basie com- 
pensation for the time so worked. For work performed on Chrisimas 
Day, premium compensation shall be paid at a rate equal to 150 per 
centum of the employee's hourly basie compensation. 

(4) Each employee in or above salary level PFS-9 who performs 
overtime or holiday work as described in this section, under regulations 
prescribed by the Postmaster General, shall be granted compensatory time 
in an amount equal to such overtime or holiday work. 
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NIGHT WORK 


Src. 604. Employees who perform work between the hours of 6 o'clock 
post meridian and 6 o'clock ante meridian standard or daylight saving 
time, depending upon which time is observed where such work is per- 
formed, shall be paid extra compensation for each hour of such work at 
the rate of 10 per centum of their hourly basic compensation. The 
differential for night duty shall not be included in computing any over- 
time compensation to which such employees may be entitled. 


EXEMPTION OF CERTAIN EMPLOYEES FROM CERTAIN PROVISIONS 
RELATING TO PAY ADMINISTRATION 


Sec. 605. (a) Sections 602, 603, and 604 of this Act do not apply 
to the heads of regional or district offices and such other employees of 
the headquarters staff of regional and district offices as the Postmaster 
General designates, or to postmasters, rural carriers, post office inspectors, 
traveling mechanicians, and traveling examiners of equipment and 
supplies. 

(6) Sections 602 and 608 of this Act do not apply to substitute em- 
ployees and to employees in the Postal Transportation Service assigned 
to road duty. 

(ec) Section 602 of this Act does not apply to employees in post offices 
of the third class. 

(d) The provisions of section 608 of this Act relating to compensatory 
time and overtime compensation for work on Saturdays or Sundays do 
not apply to hourly rate regular employees. 


SUBSTITUTE EMPLOYMENT 


Sec. 606. (a) Subject to subsection (c) of this section, the Postmaster 
General shall prescribe the conditions under which substitute positions 
may be established. 

(6) Each substitute, hourly rate, and temporary employee who reports 
for duty in compliance with an official order shall be employed for not 
less than two hours following the hour at which such employee is ordered 
to report. 

(c) In the case of positions which are the same as or equivalent to the 
positions enumerated in the Act entitled ‘An Act to provide for the ap- 
pointment of substitute postal employees, and for other purposes”, 
approved June 4, 1936, as amended (89 U.S. C., sec. 834), the ratio of 
classified substitute employees to regular employees shall not be more 
than one classified substitute to five regular employees or fraction thereof 
with respect to each such position, except that in offices having fewer than 
five regular employees there may be one substitute clerk and one substitute 
carrier, and one substitute in the motor vehicle service. 


EMPLOYEES IN THE POSTAL TRANSPORTATION SERVICE 


Sec. 607. (a) The Postmaster General shall organize the work of 
employees in the Postal Transportation Service who are assigned to road 
duty into regularly scheduled tours of duty. Such tours of duty shall 
aggregate an average of not more than eight hours a day for two hundred 
and fifty-two days a year, including an allowance of one hour and thirty- 
five minutes for work to be performed on layoff periods. He shall not 
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grant allowances of time for work performed on layoff periods to em-. 
ployees other than employees engaged in the distribution of mail. 

(6) Employees in the Postal Transportation Service assigned to road 
duty, except substitute employees, who are required to perform work in 
excess of the scheduled time of their regular tours of duty as established 
by the Postmaster General shall be paid at the rate of 150 per centum of 
their hourly basie compensation for such overtime work. In arriving 
at the amount of overtime to be paid at any time during the calendar year, 
any deficiencies accrued up to that time during the same calendar year 
shall be offset against any overtime work by the employee. | 

(c) Substitute employees in the Postal Transportation Service assigned 
to road duty shall be paid on an hourly basis for actual work performed. 
according to the time value of each trip of such road duty, including an 
allowance of time for all work required on layoff periods. 

(d) In addition to compensation provided under this Act, the Post- 
master General, under regulations prescribed by him, may pay not more 
than $9 per day as travel allowances in lieu of actual expenses, at fixed 
rates per annum or by such other method as he deems equitable to regular 
and substitute employees in the Postal Transportation Service who are 
assigned to road duty, after the expiration of ten hours from the time the 
initial run begins. i 

(e) Substitute employees in the Postal Transportation Service shall be 
credited with full time while traveling under orders of the Post Office 
Department to and from their designated headquarters to take up assign- 
ments. 


EQUIPMENT MAINTENANCE ALLOWANCE FOR SPECIAL DELIVERY 
MESSENGERS 


See. 608. (a) In addition to the compensation provided under this 
Act regular and substitute special delivery messengers at first-class post 
offices shall be paid an automotive equipment maintenance allowance at 
the rate of 7 cents per mile or major fraction thereof for miles traveled 
under the direction of the Department in making delivery of special- 
delivery mail or at the option of the Postmaster General at the rate of 
90 cents per hour spent in making delivery of special-delivery mail. 
Payments for equipment maintenance shall be made at the same periods 
and in the same manner as payments of regular compensation. 

(6) The Postmaster General may provide or hire vehicles under an 
allowance basis for use in the delivery of special-delivery mail whenever 
the needs of the postal field service so require. 


EQUIPMENT MAINTENANCE ALLOWANCE FOR RURAL CARRIERS 


Sec. 609. (a) In addition to the compensation provided in the Rural 
Carrier Schedule, each rural carrier shall be paid for equipment mainte- 
nance a sum equal to 9 cents per mile for each mile or major fraction of 
a mile scheduled. The Postmaster General may pay such additional 
equipment maintenance allowance as he determines to be fair and reason- 
able, not in excess of $3 per day when combined with the equipment 
maintenance allowance provided by the preceding sentence, to rural 
carrvers entitled to additional compensation under section 302 (ec) of 
this Act for serving heavily patronized routes. Payments for such 
equipment maintenance shall be made at the same periods and in the same 
manner as payments of regular compensation. 
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(b) Any employee in the postal field service who is assigned to serve 
any rural route, and who furnishes the vehicle used in the performance 
of such service, shall be paid the equipment maintenance allowance 
provided for the route so served, in addition to his compensation. 


ALLOWANCES FOR POSTMASTERS IN FOURTH-CLASS POST OFFICES 


Szc. 610. Postmasters of fourth-class post offices shall be paid as 
allowances for rent, fuel, light, and equipment an amount equal to 15 
per centum of the compensation earned in each pay period, at the same 
time and in the same manner as their regular compensation. 


TITLE VII—MISCELLANEOUS PROVISIONS 
CLASSES OF POST OFFICES 


Sec. 701. The Postmaster General shall divide post offices into four 
classes on the basis of gross annual postal receipts. He shall place in 
the first class those post offices at which such receipts are $40,000 or 
more. He shall place in the second class those post offices at which 
such receipts are $8,000 or more, but less than $40,000. He shall place 
in the third class those post offices at which such receipts are $1,500 or 
more, but less than $8,000. He shall place in the fourth class those 
offices at which such receipts are less than $1,500. 


ASSIGNMENT OF EMPLOYEES 


Sec. 702. With the consent of the employee, the Postmaster General is 
authorized to detail any employee, including any employee of the depart- 
mental service, between the postal field service and the departmental 
service to such extent as may be necessary to develop a more efficient working 
force and more effectively to perform the work of the Department. Each 
such detail shall be made for a period of not more than one year and may 
be made without change in compensation of the employee so detailed. 


INCREASES IN BASIC COMPENSATION NOT ‘“‘ EQUIVALENT INCREASES” 


Sec. 703. Any increase in rate of basic compensation by reason of 
enactment of this Act shall not be considered as an “equivalent increase” 
in compensation within the meaning of section 701 (a) (A) of the Classif- 
cation Act of 1949, in the case of employees who transfer or are transferred 
to a position coming within the purview of the Classification Act of 1949. 


POSTAL EMPLOYEES OF THE CANAL ZONE GOVERNMENT 


Sec. 704. The Governor of the Canal Zone is authorized and directed 
to adopt applicable provisions of this Act for postal employees of the Canal 
Zone Government, as of the respective effective dates of such applicable 
provisions. 
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REFERENCES IN OTHER LAWS WITH RESPECT TO PUBLIC LAW 134, 
SEVENTY-NINTH CONGRESS 


Src. 705. (a) Whenever reference is made in any other law to the Act 
of July 6, 1945 (59 Stat. 435), as amended, such reference shall be held 
and considered to mean this Act. Whenever reference is made in any 
other law to a “grade” of such Act of July 6, 1945, such reference shall 
be held and considered to mean the corresponding basic salary step in 
any schedule contained in this Act. 

(6) The application of this Act to any position or employee shall not 
be affected by reason of the enactment of subsection (a). 


APPLICABILITY OF ACT TO GUAM 


Sec. 706. This Act shall have the same force and effect within Guam 
as within other possessions of the United States. 


REGULATIONS OF POSTMASTER GENERAL 


Src. 707. The Postmaster General is hereby authorized to issue such 
regulations as may be necessary for the administration of this Act. 


CIVIL SERVICE ACT AND RULES, VETERANS’ PREFERENCE ACT OF 1944 


See. 708. This Act shall not be construed to modify the application of 
the Civil Service Act and Rules or the Veterans’ Preference Act of 1944 
to the postal field service. 


AUTHORIZATION OF APPROPRIATIONS 


Src. 709. There are hereby authorized to be appropriated such sums 
as may be necessary to carry out the provisions of this Act. 


EFFECTIVE DATES 


Bier 710. (a) This section shall take effect on the date of enactment of 
this Act. 

(6) Section 601 of this Act shall take effect on any Sunday following 
the date of enactment of this Act designated by the Postmaster General 
but not later than the first Sunday of the first calendar month which 
begins more than sixty days after such date of enactment. 

(ce) The remainder of this Act shall take effect on the first day of the 
first pay period which begins after the date of enactment of this Act. 

(d) (1) The adjustment of the basic salary of each employee to the 
basic salary established for the position he was occupying on the effective 
date of this Act shall be completed within one hundred and eighty days 
after the effective date of section 304 (6). 

(2) The applicable salary schedules, provisions, and limitations con- 
tained in the Act of July 6, 1945 (Public Law 134, Seventy-ninth 
Congress), as amended, or the Classification Act of 1949, as amended, as 
the case may be, shall continue in effect with respect to each such employee 
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(3) Such adjustment of basic salary of each such employee shall be 
made effective as of the effective date of section 304 (b) and payments of 
basic salary on the basis of such adjustment shall be decreased by the 
amounts of basic salary received by such employee during such period 
under the applicable provisions of such Act of July 6, 1945, as amended 
or the Classification Act of 1949, as amended, as the case may be. 

And the House agree to the same. 

Tom Murray, 
James H. Morrison, 
James C. Davis, 
Epwarp H. Ress, 
Rosert J. Corsert, 
Managers on the Part of the House. 
Our D. Joxunston, 
Mattuew M. NEELy, 
Joun O. Pastore, 
FraNK CARLSON, 
Wituram Lancer, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 1) to increase the rates of basic compensation of officers 
and employees in the field service of the Post Office Department 
submit the following statement in explanation of the effect of the 
action agreed upon by the conferees and recommended in the accom- 
panying conference report: 

The House amendment struck out all of the Senate bill after the 
enacting clause and inserted a substitute text. The committee of 
conference recommends that the Senate recede from its disagreement 
to the amendment of the House and agree to the same with an amend- 
ment which is a substitute for both the Senate bill and the House 
amendment, and that the House agree to the same. Except for 
technical and clerical changes, the differences between the House 
amendment and the conference substitute are discussed below. 

The Post Office Department estimates that this conference agree- 
ment will increase Post Office Department costs by $179,800,000 
annually. Several items which are included in this estimate are 
neither salary increases nor reclassification adjustments. These 
items, which relate only to limited groups of employees, are: travel 
allowances for Postal Transportation Service employees, $3,600,000; 
longevity for substitute employees, $1,000,000; a new formula for 
computing pay of substitute rural carriers substitutes (312-day instead 
of 360-day basis), $2,000,000. Thus the cost attributable to salary 
increases and reclassification is $173,200,000 annually, representing 
8.59 percent of present payroll. 

In the House amendment, the description of the basic function of 
a typist, level 3, contained in paragraph (7) of section 203, includes 
the function of performing “general office clerical work.” The con- 
ference substitute retains this function generally but strikes out the 
word “clerical” from the phrase “general office clerical work” in 
order to remove any implication that an employee in the position of 
typist, level 3, will be required to perform, as a part of the basic 
function of such position, clerical duties of a higher level. 

Section 304 (a) of the House amendment provides that, before the 
adjustment of the basic salary (in effect immediately prior to the effec- 
tive date of sec. 304) of an employee paid under the act of July 6, 1945 
(Public Law 134, 79th Cong.), or the Classification Act of 1949, to the 
appropriate new basic salary in the appropriate new schedule, such 
emnloyee shall be given credit for each automatic salary grade increase 
urdor such act of July 6, 1945, and each within-grade step increase 
under the Classification Act of 1949, which he has earned, but has not 
been credited with, on or prior to the first day of the first pay period 
following the date of enactment of the bill—the effective date of sec- 
tion 304. 

Section 304 (a) of the conference substitute retains the above provi- 
sion of section 304 (a) of the House amendment and. in addition. makes 
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such provision applicable in the case of an employee whose basic salary 
would have been increased on July 1, 1955, bv reason of changed gross 
postal receipts of his post office under provisions of law in effect prior 
to enactment of the conference substitute. As a result, under section 
304 (a) of the conference substitute, each such employee will be given 
credit, before his basic salary is adjusted under the conference substi- 
tute, for increases in his basic salary which would have occurred on 
July 1, 1955, under existing provisions of law by reason of changed 
gross postal receipts of his post office. 

Section 306 (a) of the House amendment relates to increases in the 
basic salary, in effect immediately prior to the effective date of section 
306 (the first day of the first pay period following the date of enact- 
ment), of (1) each employee paid under the act of July 6, 1945 (Public 
Law 134, 79th Cong.), as amended, and (2) each employee paid under 
the Classification Act of 1949, as amended, whose basic salary is 
adjusted to one of the new basic salary schedules provided by the 
House amendment for the postal field service. In general, such 
section 306 (a) of the House amendment provides that such basic 
salary shall be increased by 6 percent, effective March 1, 1955. 

Section 306 (a) of the conference substitute is the same as section 
306 (a) of the House amendment except that such increase of 6 percent 
is increased by the conference substitute to 7 percent. 

Section 403 of the House amendment relates to the adjustment of 
service credit for purposes of establishing eligibility for step-increases 
under section 401 of the House amendment. 

In general, such section 403 provides— 

(1) That each employee whose basic salary is adjusted as of 
the first day of the first pay period beginning after the date of 
enactment of the bill shall begin his waiting period of 52 weeks 
on the date of such adjustment; and 

(2) That each employee in one of the automatic salary grades 
(other than the maximum grade) under the act of July 6, 1945 
(Public Law 134, 79th Cong.), as amended, immediately prior 
to such adjustment of his basic salary may retain, for step- 
increase purposes under section 401, his anniversary date estab- 
lished under such act of July 6, 1945, if his increase in basic 
salary by reason of such adjustment is less than a certain pro- 
portionate part of the next automatic salary grade increase 
which he would have received under such act of July 6, 1945. 

Section 403 of the House amendment, in effect, preserves the anni- 
versary dates of employees by considering conversions to the new 
salary schedules as equivalent increases in basic compensation. 

It is the opinion of the committee of conference, however, that the 
House amendment does not preserve existing anniversary dates for 
employees to the maximum extent consistent with the new classifica- 
tion and compensation system provided for by the House amendment. 

Section 403 of the conference substitute replaces the above-discussed 
provision of the House amendment with language which constitutes a 
directive, coupled with a grant of the necessary authority, to the 
Postmaster General to preserve for employees now in the automatic 
grades (other than the maximum grades or single salary grades) their 
respective anniversary dates now in effect. Such provision of the 
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conference substitute provides that the Postmaster General. shall 
exercise such authority in accordance with the following principles: 

First, the existing anniversary dates of employees in the automatic 

ades (other than the maximum grades or single salary grades) shall 
»e preserved to the maximum extent consistent with the new classi- 
fication and compensation system. 

Second, in no case shall an employee who, as a result of conversion 
under this act, is in the same salary level as a senior employee and 
whose anniversary date occurs prior to the anniversary date of such 
senior employee be advanced to the next higher step in such salary 
level before such senior employee. The term “senior employee” is 
defined as an employee (1) who is in the same position and in the 
post office or organizational unit as the junior employee concerned 
and (2) who, by virtue of his length of service or position, has seniority 
rights which are superior to those of such junior employee. 

Third, in the case of any such junior employee whose present 
anniversary date cannot be preserved without advancing before such 
senior employee, the Postmaster General will be required to determine 
for such junior employee, as a new anniversary date, that date which 
will result in the shortest possible additional waiting period before 
such junior employee is advanced to the next higher step in his salary 
level. It is contemplated generally that, in the case of any such junior 
employee, the new anniversary date will be fixed as the first day of the 
first pay period which begins after the anniversary date of such 
senior employee. 

The conference substitute also provides that each employee who is 
in the maximum automatic grade or who is in a single salary grade 
will begin a waiting period of 52 weeks for his anniversary date upon 
the effective date of his transfer into the appropriate salary schedule. 

Section 606 (b) of the House amendment provides that each sub- 
stitute employee shall be employed for not less than 2 hours when he 
reports for duty after receiving an oflicial call to duty. Section 606 (b) 
of the conference substitute retains this provision of the House amend- 
ment and, in addition, extends such provision to all hourly rate 
employees and temporary emplovees. 

Section 710 (d) (2) of the House amendment provides that all 
applicable salary schedules, provisions, and limitations contained in 
the act of July 6, 1945 (Public Law 134, 79th Cong.), as amended, 
shall continue in effect for each employee until his basic salary is 
converted to the appropriate new schedule under the House amend- 
ment. 

Section 710 (d) (2) of the conference substitute is the same as 
section 710 (d) (2) of the House amendment, except tiat the confer- 
ence substitute contains a reference to applicable salary schedules, 
provisions, and limitations contained in the Classification Act of 1949, 
as amended, in order to make clear one of the purposes of section 
710 (d) (2) of the House amendment. 

Such purpose is to the effect that the applicable salary schedules, 
provisions, and limitations contained in the Classification Act of 1949, 
as amended, shall remain in effect for each employee paid under such 
act (whose basic salary is to be adjusted to one of the new basic salary 
schedules for the postal field service) until such basic salary is actually 








50 POSTAL FIELD SERVICE COMPENSATION ACT OF 1955 


converted to the appropriate new schedule contained in the conference 
substitute. 
Section 710 (d) (3) of the House amendment provides— 

(1) That when the adjustment of the basic salary of each em- 
ployee has been made craven conversion under the House amend- 
ment, such adjustment shall be made effective as of the first day 
of the first pay period which begins after the date of enactment; 
and 

(2) That payments of basic salary because of such adjustment 
shall be decreased by whatever amounts of basic salary the em- 
ployee received, during the general period of conversion, under 
the act of July 6, 1945 (Public Law 134, 79th Cong.), as amended. 

Section 710 (d) (3) of the conference substitute is the same as sec- 
tion 710 (d) (3) of the House amendment, except that the conference 
substitute, in conformity with the clarifying change made by the con- 
ference substitute in connection with section 710 (d) (2), adds a refer- 
ence to the Classification Act of 1949, as amended, in order to make 
it clear that payments of basic salary because of such adjustment 
shall also be decreased by whatever amounts the employee received, 
during the conversion period under the Classification Act of 1949, as 
amended. 

Tom Murray, 

James H. Morrison, 

James C. Davis, 

Epwarp H. Ress, 

Rosert J. Corsert, 
Managers on the Part of the House. 
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AUTHORIZING THE LEASING OF CERTAIN LANDS OF THE 
YAKIMA TRIBE TO THE STATE OF WASHINGTON FOR 
HISTORICAL AND FOR PARK PURPOSES 





May 9, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Eneiz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 1802] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 1802) to authorize the leasing of certain lands of 
the Yakima Tribe to the State of Washington for historical and for 
park purposes, having considered the same, reports favorably thereon 

with amendments and recommends that the bill do pass. 

The amendments are as follows: 

Page 2, line 10; after the word “years” insert a “semicolon” striking 
> the remainder of line 10 and all of line 11. 


EXPLANATION OF THE BILL 


| The purpose of H. R. 1802, as amended, is to authorize the leasing 
of certain lands of the Yakima Tribe to the State of Washington for 

historical and park purposes. ‘The bill authorizes the Yakima Tribal 
Council to lease to the State of Washington approximately 200 acres 
of tribal land for developing, maintaining, and preserving Fort Simcos 
for historical and park purposes. 

Fort Simeoe was 1 of 2 interior Washington Territory Army posts 
established as a result of Indian hostilities that started in the fall of 
1855 and ended in September 1858. From 1859 to 1924 the fort was 
utilized as an Indian agency and school. 

The proposed lease would be for a period of 99 years. The Yakima 
Tribal Council has no statutory authority to grant a lease for a longer 
term than 25 years, hence the necessity for the bill. The State of 
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Washington will not undertake development of the park unless 9 
— lease is granted. 
he State of Washington and the Yakima Tribal Council are agree- 
able to both the 99-year lease and the transfer of the approximately 
200 acres of land. 
The favorable report of the Department of the Interior dated April 
25, 1955, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 25, 1955. 
Hon. Cram ENGLE, 
Chairman, Committee on Interior and Insular Affairs. 
House of Representatives, Washington, D. 


My Dear Mr. EnGte: Your committee has requested a report on H. R. 1802, 
a bill to authorize the leasing of certain lands of the Yakima Tribe to the State 
of Washington for historical and for park purposes. 

We recommend that the bill be enacted if it is amended as suggested below 

The bill authorizes the Yakima Tribal Council to lease to the State of Wash- 
ington approximately 200 acres of tribal land for the purpose of developing, 
maintaining, and preserving Fort Simcoe (Mool-Mool) for historical and for 
park purposes. The lease will become null and void and the Yakima Tribe will 
have the right of immediate possession if the State of Washington ever ceases 
to maintain Fort Simcoe (Mool-Mool) for historical and for park purposes; and 
the lease will be for a term of 99 years with the right of renewal for an additional 
term upon agreement of the parties thereto, 

A memorandum of understanding dated May 7, 1952, between the Yakima 
Tribe, the Washington State Parks and Recreation Commission, and the National 
Park Service provided that the Yakima Tribe would grant to the State parks and 
recreation commission a permit or easement over a suitable tract of tribal! land 
around Fort Simcoe, that the State commission would use the land for the preser- 
vation’and development of Fort Simcoe (Mool-Mool) as a State historical monu- 
ment, and that the permit or easement would continue in effect as long as the land 
was used for historical park purposes. 

Although the memorandum of understanding is dated May 7, 1952, it did not 
have the necessary signatures or approvals until about April 15, 1953, and before 
that time it was amended to provide only for a 25-year permit or easement. The 
amendment was due to the fact that the tribe had no statutory authority to grant 
a lease for a longer term than 25 years. 

The State intends to spend a considerable sum of money to renovate the fort 
and to maintain it as a State park, and the State is reluctant to make such ex- 
penditures on the basis of a 25-year lease. The State desires a longer term lease 
but we are not informed whether a 99-year lease will serve its purposes. 

The Yakima Tribe is agreeable to a 99-year lease on a 200-acre tract if the 
necessary legislation is enacted. 

The following amendment is suggested: 

Subsection 2 (2) beginning on page 2, line 9, provides for a 99-vear lease with 
a right to renew for an additional term by agreement of the parties. It is not 
clear whether the additional term is also to be for a period of 99 years. The refer- 
ence to a right to renew upon agreement of the parties is surplusage and might 
appropriately be omitted, If it is not omitted, there should be inserted after 
“term” on line 11 the words “‘of ninety-nine years.” 

The Bureau of the Budget has advised us that there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs unanimously recom- 
mends the enactment of H. R. 1802, as amended. 
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RELATING TO THE EXPLORATION, LOCATION, AND 
ENTRY OF MINERAL LANDS WITHIN THE PAPAGO 
INDIAN RESERVATION 





May 9, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Encir, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 2682] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 2682) relative to the exploration, location, and 
entry of mineral lands within the Papago Indian Reservation, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 2682 is to repeal the provisions of the Execu- 
tive order dated February 1, 1917, which created the Papago Indian 
Reservation, the act of February 21, 1931, the act of June 18, 1934, 
and the act of August 26, 1937, which refer to the exploration, location, 
and entry under the mining laws of the United States within the 
Papago Reservation. The bill provides that all tribal lands within 
the said reservation are hereby withdrawn from all forms of explora- 
tion, location, and entry under the above laws; that the minerals 
underlying such lands are hereby made a part of the reservation to 
be held in trust by the United States for the Papago Indian Tribe; 
and that they shall be subject to lease for mining purposes pursuant 
to the act of May 11, 1938. H. R. 2682 provides that provisions 
of the act of May 11, 1938, shall not be applicable to lands within the 
Papago Indian Reservation upon which a mineral patent has hereto- 
fore been issued or to which valid claim was initiated prior to the date 
of said act. 

Section 2 amends the act of May 11, 1938, by deleting therefrom 
reference to the Papago Indian Reservation in Arizona. 
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The Papago Indian Reservation is the only one in the United States 
in which the title to the minerals underlying tribal lands is not vested 
in the tribe. H. R. 2682, if enacted, will place the Papago Tribe in the 
same category as every other tribe in the United States. Under 
present law when a mining claim is patented the patent conveys title 
not only to the minerals but also to the surface of the land which is 
thus alienated from tribal ownership. Theoretically, it is now pos- 
sible for title to the surface of all mineral-bearing lands on the Papago 
Reservation to pass into non-Indian ownership. This legislation only 
affects the lands located within the Papago Indian Reservation as 
created by the Executive order dated February 1, 1917, and does not 
give recognition to claims the Papago Indian Tribe might assert to 
lands outside the boundaries of this reservation. 

Papagos find that the continued availability of their lands for 
exploration and location under existing mining laws permits a mineral 
entryman, for all practical purposes, to use the surface resources of the 
land in a mining claim indefinitely without obtaining a patent. For 
example, since 1934 there have been only 3 patents issued although 
nearly 2,000 mining claims have been filed. In order to carry on their 
livestock activities the Papagos require for grazing the surface of all 
lands on the reservation they are now using for that purpose. During 
the first 3 months of 1955, 111 claims were filed within the reservation 
and consequently there is definite tribal concern that the surface of 
large areas of land may be lost to tribal utilization. 

The favorable report of the Department of the Interior dated March 
21, 1955, follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 21, 1956. 
Hon. Criarr ENGte, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 26, D. C. 

My Dear Mr. Eneie: Your committee has requested our comments on H. R. 
2682, a bill relative to the exploration, location, and entry of mineral lands within 
the Papago Indian Reservation. 

We recommend that the bill be enacted. 

Unlike any other Indian reservation, title to the minerals underlying the tribal 
lands on the Papago Indian Reservation in Arizona is not vested in the tribe. 
The Executive order of February 1, 1917, creating the Papago Indian Reservation, 
consisting of more than 2 million acres, provides in part as follows: 

“The foregoing reservation is hereby created with the understanding that all 
mineral lands within the reservation which have been or may be shown to be such 
and subject to exploration, location, and entry under the existing mining laws 
of the United States and the rules and regulations of the Secretary of the Interior 
applying thereto, shall continue to be subject to such exploration, location, and 
entry notwithstanding the creation of this reservation.” 

The third proviso in section 1 of the act of February 21, 1931 (46 Stat. 1202), 
adding a contiguous strip of some 300,000 acres to the Papago Indian Reservation, 

rovides that all lands so added shall be subject to the provisions of the 1917 

xecutive order. An order of the Secretary of the Interior dated October 28, 
1932, temporarily withdrew the Papago lands from all forms of mineral entry or 
claims under these laws. 

By section 3 of the Indian Reorganization Act of June 18, 1934 (48 Stat. 984), 
as amended by the act of August 28, 1937 (50 Stat. 862, 25 U. 8. C. 463), this 
secretarial order was revoked and rescinded, and the lands of the Papago Indian 
Reservation were restored to exploration and location under the existing public 
mining laws. Under this section the Secretary of the Interior is authorized to 
determine the value of any improvements lost on any land located for mining, 
and damages in that amount are payable to the superintendent of the Papago 
Indian Reservation for the credit of the Papago Tribe. In addition. a yearly 
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rental of not to exceed 5 cents per acre is payable for deposit in the Treasury of 
the United States to the credit of the tribe for loss of the use or ocewpancy of any 
land withdrawn by the requirements of mining operations. During fiscal year 

1952 this rental income amounted to $817. This section also provides that per- 
sons desiring mineral patents under the mining laws shall pay to the superin- 
tendent for deposit in the Treasury to the credit of the tribe $1 per acre, in lieu 
of the annual rental of 5 cents per acre, to compensate for the permanent loss of 
the use or occupancy of the lands withdrawn by the requirements of mining 
operations. 

When a mining claim is patented, the patent conveys title not only to the min- 
erals but also to the surface of the lands which is thus alienated from tribal owner- 
ship. Thus it is theoretically possible under existing legislation for title to the 
surface of all mineral-bearing lands on the Papago Reservation to pass into non- 
Indian ownership. The latest available figures show that as of December 1953 
about 12,360 acres of grazing land on this reservation are included in mining 
claims, and that patents have been issued on some 3,609 acres of land within the 
reservation which were thus alienated from Indian ownership. The tribal con- 
cern with respect to such alienation is reflected in the purchase with tribal funds 
several vears ago of about 1,000 acres of patented lands within the Paparo 
Indian Reservation that had been advertised for sale for delinquent taxes by the 
Arizona counties in which the lands were located. 

The Papago Tribe has maintained that the continued availability of its !ands 
to exploration and location under the public mining laws permits a mineral! 
entryman, for all practical purposes, to use the surface resources of the land in a 
mining claim indefinitely without obtaining a patent. To carry on their live- 
stock activities, the Papago Indians need to have available for grazing the surface 
of all lands on the Papago Indian Reservation that they are now using for that 
purpose. Recently accelerated prospecting for uranium has increased the tribal 
concern that the surface of large areas of land may later be lost to tribal utiliza- 
tion. The loss of further surface resources of the Papago Indian Reservation 
will increase the problem of the Bureau of Indian Affairs of this Department 
in the administration of Indian affairs on this reservation. 

Under the Indian Claims Commission Act of August 13, 1946 (60 Stat. 1049, 
25 U. 8. C. 70a-v), the Papago Tribe has filed a claim for compensation for the 
minerals in these lands and for the alienated surface lands. 

We believe that the reservation should be closed to entry, that the Indian 
tribe should be given title to the minerals underlying the tribal lands, and that 
mining operations should be carried on under leases executed and approved 
pursuant to the tribal leasing act of May 11, 1938 (52 Stat. 347, 25 U. S. C. 
396a-f). The enactment of H. R. 2682 will accomplish that result. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

Sincerely yours, 



























































































































Orme Lewis, 
Assistant Secretary of the Interior. 
The Committee on Interior and Insular Affairs unanimously recom 
mends the enactment of H. R. 2682. 













CHANGES IN EXISTING LAW 







In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 














Act or Fesruary 21, 1931 (46 Star. 1202) 








All vacant, unreserved, and undisposed of public lands within townships 11, 
12, and 13 south * * * in Arizona, be, and they are, exclusive of a tribal right 
‘o the minerals therein, hereby reserved for the use and occupancy of the Papago 
Indians as an addition to the Papago Indian Reservation, Arizona, whenever all 
Privately owned lands except mining claims within said addition have been pur- 
chased and acquired as hereinafter authorized: Provided, That all valid rights 
and claims which have attached to the lands prior to approval hereof shall not 
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be affected by this Act: Provided further, That lands acquired hereunder shal! 
remain tribal lands and shall not be subject to allotment to individual Indians 
under the General Allotment Act[[: And provided further, That all such lands 
shall be subject to disposition under the mining laws as ere in the Executive 
order of February 1, 1917, creating the Papago Indian Reservation]. 





Section 3 oF THE Act or June 18, 1934 (48 Srar. 984; 25 U. S. C. 461-479), as 

AMENDED BY THE Act oF August 26, 1937 (50 Star. 862, 863; 25 U.S. C. 463) 

a * * * 

(b) [(1)_ The order of the Department of the Interior signed, dated, and ap- 
proved by Honorable Ray Lyman Wilbur, as Secretary of the Interior, on October 
28, 1932, temporarily withdrawing lands of the Papago Indian Reservation in 
Arizona from all forms of mineral entry or claim under the publie land mining 
laws, is hereby revoked and rescinded, and the lands of the said Papago Indian 
Reservation ars hereby restored to exploration and location, under the existing 
mining laws of the United States, in accordance with the express terms and provi- 
sions declared and set forth in the Executive orders establishing said Papago 
Indian Reservation: Provided, That damages shall be paid to the superintendent 
or other officer in charge of the reservation for the credit of the owner thereof, 
for loss of any improvements on any land located for mining in such a sum as 
may be determined by the Secretary of the Interior to be the fair and reasonable 
value of such improvements: Provided further, That a yearly rental not to exceed 
5 cents per acre shall be paid to the superintendent or other officer in charge of the 
reservation for deposit in the Treasury of the United States to the credit of the 
Papago Tribe for loss of the use or occupancy of any land withdrawn by the re- 
quirements of mining operations, 





([(2) In the event any person or persons, partnership, corporation, or associa- 
tion desires a mineral patent, according to the mining laws of the United Staies, 
he or they shall first pay to the superintendent or other officer in charge of the 
reservation, for deposit in the Treasury of the United States to the credit of the 
Papago Tribe, the sum of $1 per acre in lieu of annual rental, as hereinbefore 
provided, to compensate for the loss of the use or occupancy of the lands with- 
drawn by the requirements of mining operations; but the sum thus deposited, 
except for a deduction of rental at the annual rate hereinbefore provided, shall be 
refunded to the applicant in the event that patent is not acquired: Proved, 
That an applicant for patent shall also pay to the superintendent or other officer 
in charge of the said reservation for the credit of the owner thereof, damages for 
the loss of improvements not theretofore paid, in such a sum as may be deter- 
mined by the Secretary of the Interior to be the fair value thereof. J 

(3) * * * 

(4) Nothing herein contained shall restrict the granting or use of permits for 
easements or rights-of-way; or ingress or egress over the lands for all proper and 
lawful purposes [: and nothing contained herein, except as expressly provided, 
shall be construed as authority for the Secretary of the Interior, or any other 
person, to issue or promulgate a rule or regulation in conflict with the Executive 
order of February 1, 1917, creating the Papago Indian Reservation in Arizona or 
the Act of February 21, 1931 (46 Stat. 1202) J. 


Acr or May 11, 1938 (52 Srat. 347, 348; 25 U. S. C. 396F) 


Sec. 6. Sections 396a-396d of this title shall not apply to [the Papago Indian 
Reservation in Arizona,] the Crow Reservation in Montana, the ceded lands of 
the Shoshone Reservation in Wyoming, the Osage Reservation in Oklahoma, nor 
to the coal and asphalt lands of the Choctaw and Chickasaw Tribes in Oklahoma. 


e) 
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SUSPENSION OF DUTIES AND IMPORT TAXES ON METAL 
SCRAP 





May 9, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


[To accompany H. R. 5223] 


The Committee on Ways and Means, to whom was referred the bill 


(H. R. 5223) to continue until the close of June 30, 1956, the suspension 
of duties and import taxes on metal serap, and for other purposes, 
having considered the same, report favorably. thereon with an amend- 
ment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Page 1, line 7, strike out “(other than zine scrap purchased under a 
written contract entered into before July 1, 1955)”. 


PURPOSE 


The purpose of H. R. 5223 is to continue the existing exemption of 
metal scrap from import duties and taxes for another year, until June 
30, 1956, with the proviso that the suspension shall not apply to lead 
scrap or to zine scrap. 

GENERAL STATEMENT 


Import duties and taxes on metal scrap were suspended from 
March 14, 1942, to June 30, 1949, inclusive, under Public Law 497, 
77th Congress, and Public Laws 384 and 613, 80th Congress. The 
import duties on metal scrap were again suspended from October 1, 
1950, to June 30, 1951, under Public Law 869, 8ist Congress. This 
suspension was extended from July 1, 1951, to the close of June 30, 
1952, by Public Law 66, 82d Congress. 

Public Law 535, also of the 82d Congress, extended the suspension 
to the close of June 30, 1953, with the proviso that the act was not 
applicable to lead scrap. Public Law 221 of the 83d Congress con- 
tinued the suspension to June 30, 1954, with provision for zinc scrap 
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2 SUSPENSION OF DUTIES AND TAXES ON METAL SCRAP 


to come in under the suspension only if imported under the terms of 
a written contract entered into prior to July 1, 1953; lead scrap was 
excluded from the suspension. Public Law 678 of the 83d Congress 
continued the suspension to June 30, 1955, with provision for the 
duty on zinc — to be suspended only in cases where such scrap 
was imported under the terms of a contract entered into prior to 
July 1, 1954. Thus, enactment of H. R. 5223 will result in the 
continued suspension until June 30, 1956, of the duties and taxes 
only on those types of metal scrap presently exempted from duties 
and taxes under Public Law. 869, as amended, with the additional 
exclusion of all zinc scrap. The rates of duty on the principal types 
of ferrous and nonferrous metal scrap, the suspension of which would 
be continued by the bill, are shown in the following table: 





Para- : 
_ Sec. 4541, Interna’ Revenue 
Type of scrap ‘ Rate of duty Code, rate of import tax 





Iron and steel 3714 cents B a! long ton plus | None. 
additional duties on alloy 
content. 
142 cents per pound None. 
Free 2 cents per pound on the copper 
content. 
2cents per pound on the copper 
content, 
Magnesium 3 20 cents per pound None. 
Nickel and nickel alloy .| 124~percent ad~ valorem or | None. 
14 cents per pound. 
Tin and tin plate Free None. 


Aluminum 























1The import tax imposed under sec, 4541, Internal Revenue Code of 1954, on certain copper-bearing 

articles, including metal scrap containing copper, is also suspended under Public Law 38, 82d Cong., as 

amended. Public Law 38, as amended, expires on June 30, 1955, or earlier if the average market price of 

electrolytic copper (delivered Connecticut Valley) for any 1 calendar month has been below 24 cents per 

mon pa ig proton passed the House on May 5, 1955, would extend the copper import tax suspension 
ugh June 30, ‘ 


Relaying and rerolling rails would, in the absence of this legislation, 
be dutiable at the rate of one-twentieth cent per pound plus addi- 
tional duties on alloy content under paragraphs 305 and 322 of the 
Tariff Act of 1930, as modified. Other metal articles not considered 
scrap within the meaning of the tariff classifications but imported to 
be used in remanufacture by melting are also exempt from duty under 
Public Law 869. Such articles would be dutiable, in the absence of 
special legislation, at various rates too numerous to mention in this 
report. Data on the volume of imports of such articles are not avail- 
able but it is probable that in the past few years such imports have 
not been of major importance in connection with this special legisla- 
tion. 

For some years following World War II, United States imports of 
metal scrap were many times greater than in prewar years. After 
1949 imports of iron and steel scrap and after 1950 scrap of most of 
the nonferrous metals declined sharply. In the period 1952-54, only 
in the case of aluminum have imports of scrap represented over 1 per- 
cent of total domestic consumption in any year of the metals on which 
the duties and taxes would be eatandan. by your committee’s bill. 

The fact that there have regularly been significant United States 
exports of scrap of the nonferrous metals as well as of iron and steel 
scrap would indicate that even when the duties are suspended, the 
United States is not likely to provide a distinctly better outlet than 
foreign countries for scrap metals originating abroad. 
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SUSPENSION OF DUTIES AND TAXES ON METAL SCRAP 3 


The Department of Commerce in reporting to your committee in 
favor of the enactment of H. R. 5223 stated that the commodities on 
which the duties and taxes would be suspended are in short supply. 

The committee amendment strikes out the language in parentheses 
which reads as follows: 


(other than zine scrap purchased under a written contract entered into before 
July 1, 1955). 


Your committee is advised that the exception provided for in the 
parenthetical language is no longer necessary. 

This means that under H. R. 5223 lead scrap will continue to be 
excluded from the suspension and zine scrap will be completely 
excluded from the suspension. 

Your committee is unanimous in urging the enactment of H. R. 
5223, as amended. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 2 or THE Act or SepremBeEr 30, 1950 (Pusiic Law 869, 8lst Cona.) 


Src. 2, The amendment made by this Act shall be effective as to merchandise 
entered, or withdrawn from warehouse, for consumption on or after the day 
following the date of the enactment of this Act and before the close of [June 30, 
1955] June 30, 1956. It shall also be effective as to merchandise entered, or 
withdrawn from warehouse, for consumption before the period specified where 
the liquidation of the entry or withdrawal covering the merchandise, or the 
exaction or decision relating to the rate of duty applicable to the merchandise, 
has not become final by reason of section 514, Tariff Act of 1930, 
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AUTHORIZING THE ESTABLISHMENT OF THE CITY OF 
REFUGE NATIONAL HISTORICAL PARK, IN THE TERRI- 
TORY OF HAWAII 





May 9, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enotz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 5300] 


The Committee on Interior and Insular Affairs, to whom was re- 


ferred the bill (H. R. 5300) to authorize the establishment of the City 
of Refuge National Historical Park, in the Territory of Hawaii, and 
for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 5300 is to authorize the establishment of the 
City of Refuge National Historical Park in the Territory of Hawaii. 
The proposed national historical park at Honaunau on the island of 
Hawaii would consist of 3 parcels of land totaling approximately 180 
acres. 

The City of Refuge was established prior to 1700 by the Hawaiians 
and served as a sanctuary to which the weak, the aged, the oppressed, 
the criminal, the political, and the military fugitives could go for 
protection. The site commemorates the growth of clemency and 
social justice in Hawaii before the coming of the westerners. Its 
development and history is a dramatic story of the Hawaiians. The 
City of Refuge is a large semiwalled enclosure. The lava block walls 
are 15 feet thick and 12 feet high. Just how the enclosure was built 
without some form of leverage is not clear. Some of the lava boulders 
weigh several tons and nowhere in the vicinity can stones of a similar 
size be found today. The royal tomb of Hale O Keawe, built about 
1690 and which housed the remains of Hawaiian royalty until 1829, 
is one of the principal features of the area and has been partially 
restored. 
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2 ESTABLISHMENT OF HISTORICAL PARK IN HAWAII 


The Advisory Board of National Parks established by an act of 
Congress in 1935 adopted a resolution recognizing the City of Refuge 
as being of national significance. In 1902 private funds enabled 
partial restoration of the City of Refuge and in 1919 further restora- 
tion was carried on by the Bernice P. Bishop Museum of Honolulu. 
_ It is estimated that approximately $40,000 a year will be expended 
in maintaining the proposed park. The bill also authorizes the 
Secretary of the Interior to procure by donations or purchase lands 
and interests in lands which may be needed for the proposed park. 
The Governor of the Territory of Hawaii, in order to cooperate with 
the Secretary of the Interior in consolidating Federal ownership lands 
described in section 1 and to facilitate acquisition of the lands needed 
for the park, is authorized to acquire lands at the expense of the 
Territory of Hawaii by exchange or otherwise in accordance with 
Federal law. Finally, the bill provides that the park shall be ad- 
ministered by the Secretary of the Interior subject to the provisions 
of the act of August 25, 1916. 

A similar bill passed the House during both the 82d and 83d Con- 
gresses. <A favorable report of the Department of the Interior dated 
April 29, 1955, follows. 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 29, 1955. 
Hon. Cratrr ENGL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enote: Your committee has requested a report on H. R. 5300, 
a bill to authorize the establishment of the City of Refuge National Historical 
Park, in the Territory of Hawaii, and for other purposes. This proposal has 
received action by the House of Representatives during the 82d Congress and the 
83d Congress. It would authorize the establishment of the City of Refuge 
National Historical Park at Honaunau in the south Kona area of the island of 
Hawaii, within the particular areas, which are described in 3 parcels in this bill, 
and which aggregate approximately 180 acres. 

We recommend the enactment of H. R. 5300. 

The City of Refuge was established prior to 1700 as a sanctuary to which the 
weak, the aged, the oppressed, the criminal, the political, and military fugitive 
could go for protection. The site commemorates the growth of clemency and 
social justice in Hawaii before the coming of the white man. Its development 
and history are a dramatic story of the Hawaiian people. The City of Refuge is 
a large semiwalled enclosure. The lava walls are 15 feet thick and 12 feet high. 
The royal tomb of Hale o Keawe, built about 1690, and which housed the bones 
of Hawaiian royalty until 1829, is one of the principal features of the area and 
has been partially restored. 

Our opinion of this area, which has been reached after a thorough investiga- 
tion, is that the City of Refuge is of national historical significance and, therefore, 
is worthy of preservation by the Federal Government. This view is shared by 
the Advisory Board on National Parks, Historie Sites, Buildings, and Monu- 
ments, which was established by the authority of the Congress to render advice 
concerning matters of this kind. Because of the features of the City of Refuge 
which still remain, notably the great lava walls and the royal tomb therein, the 
area will continue to be of great interest to visitors to the island of Hawaii. 

As we are informed that your committee has urgent need for this report, it 
has not been submitted as yet to the Bureau of the Budget for advice concern- 
ing its relation to the program of the President. This information will be obtained, 
however, as soon as possible, and we shall advise your committee accordingly. 

Sincerely yours, 
Orme Lewis, _ 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs unanimously 
recommends the enactment of H. R. 5300. 
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ELIMINATION OF LIMITATIONS ON RURAL 
ELECTRIFICATION LOAN FUNDS 





Mar 9, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coo.ry, from the Committee on Agriculture, submitted the 
following 


REPORT 


(To accompany H. R. 5376] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 5376) to amend the Rural Electrification Act of 1936, as 
amended, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


STATEMENT 


The purpose of this bill is to remove from the Rural Electrification 
Act formulas restricting the distribution of REA loan funds which 
were valuable when the program was in its earlier stages but which 
have now become obsolete and an unnecessary limitation on the 
flexibility of the loan program. 

Subsection (c) of section 3 of the REA Act provides that 50 percent 
of the annual appropriation for REA loans must be allotted by the 
Administrator for loans in the several States in the proportion which 
the number of farms in each State not then receiving central station 
electric service bears to the total number of farms in the United 
States not then receiving such service. 

Subsection (d) of the same section of the act provides that the 
remaining 50 percent of each annual appropriation for REA loans may 
be made available for loans in any State or Territory but that not 


more than 10 percent of that unalloted portion may be employed in 
any one State or all of the Territories. 

Subsection (e) of the same section provides that funds appropriated 
for REA loans but not expended or obligated orig the fiscal year 


may be carried over for use in the next fiscal year but that the 10 
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2 ELIMINATION OF LIMITATIONS ON REA LOAN FUNDS 


percent limitation as to each State or all of the Territories shall apply 
to these carryover funds. 

In the earlier stages of the REA program these limitations and for- 
mula allotments of REA loan funds doubtless were a substantial aid 
in the equitable development of the program. During the early years, 
when the number of unelectrified farms in the United States was 

eat, it was anticipated that there might be a demand for more 
REA loan funds than would be immediately available. The purpose 
of the formulas was to prevent a State which might be more rapid in 
its development than other States from obtaining a disproportionate 
share of REA funds and thereby possibly depriving REA cooperatives 
in other States of the funds which they needed and were ready to use. 

At the present time, however, the REA reports that approximately 
95 percent of the farms in the United States are receiving electric serv- 
ice. This does not mean that the job of the REA is ended. On the 
contrary, the need of improving, “heavying up,” consolidating, and 
strengthening the rural electric systems in order to serve the greater 
demands of modern farm operations for electric current is proving 
an undertaking fully as important, and frequently as expensive, as 
the establishment of the rural lines in the first place. 

This development means, however, an entirely different emphasis 
in the requests for REA loan funds than was the case several years ago. 
Whereas the majority of loan requests 10 years ago came from areas 
where there were a large number of unelectrified farms in order to 
build the distribution lines to these farms, the greatest need for REA 
funds now is from the areas where the largest proportion of farms are 
receiving electric service. The larger the number of farms receiving 
service, the greater their overall demand upon the transmitting 
facilities, and the greater the need for improving these facilities so 
as to enable them to carry the heavy load of current required by 
present-day farm and farm-home operations. 

Thus, it is obvious that the formulas and limitations which once 
abetted the REA program are now no longer needed or useful in 
assuring the equitable allotment of funds and, on the contrary, may 
actually serve to retard the program. 

Subsection (c) of section 3 of the existing law requires that the 
REA Administrator shall make an annual determination of the 
number of farms in each State not then receiving central station 
electric service. The bill reported herewith (H. R. 5376) retains 
this requirement. The bill, H. R. 2138, on which a favorable report 
has been received from the Department of Agriculture and is included 
in this report, does not contain this retention of the annual survey 
but is the same in all other respects. 

REA officials testified at the hearing that the cost of this annual 
survey of unelectrified farms is only about $3,000. The committee 
believes that the report serves a very useful purpose and should be 
continued. 

The REA reported at the hearing that it has started a new type of 
annual survey to show the needs of the existing REA systems for 
improving and “heavying up” their lines. 

Authority for this type of survey is contained in another section of 
the REA Act (sec. 2) and the committee considered consolidating 
the authority for that type of survey and for the annual report on the 
number of unelectrified farms in each State. The committee fe 
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ELIMINATION OF LIMITATIONS ON REA LOAN FUNDS 3 


that these two reports should be issued together so that they will 
resent a rounded picture of the actual current need for additional 
EA loan funds and activit 


On the assurance of the REA officials at the hearing that it was 
the intention of that agency to combine these two reports in the 
future, the committee has not taken the step of requiring by law that 
the reports be so combined. 


DEPARTMENT REPORT 


Following is the report of the Department of Agriculture on H. R. 
2138. Because it is almost identical with the bill (H. R. 5376) 
reported herewith, no separate report on the latter bill was requested. 


Marca 4, 1955. 
Hon. Harotp D. Cootrey, 


Chairman, Committee on Agriculture, 
House of Representatives. 


Dear Mr. Cooter: This is in reply to your request of February 16, 1955, for 
a report on H. R. 2138, a bill to aménd'the Rural Electrification Act of 1936, as 
amended. The bill eliminates provisions governing the allotment of electrification 
loan funds among the several States. 

We favor enactment of the bill and urge its consideration at the earliest possible 
date. The 1956 budget recommends a $35 million reserve authorization for rural 
electrification loans which would be available “only if the provisions in effect 
January 1, 1955, of the allotment formulas set forth in paragraphs (c) and (d) 
of section 3 of said (Rural Electrification) Act are not repealed by a law enacted 
by the first session, Fighty-fourth Congress’. Enactment of H. R. 2138 prior to 
consideration of an action upon the Department of Agriculture Appropriation 
bill for fiscal 1956 would eliminate the need for inclusion of the $35 million reserve 
loan authorization conditionally reeommended in the budget. 

Subsections (c) (d) and (e) of section 3 of the Rural Electrification Act as 
enacted and now in force prescribe a formula for the allotment of electrification 
loan funds. Fifty percent of the annual amount made available by the Congress 
must be allotted for loans in the several States in the proportion which the number 
of their unelectrified farms bears to the total number of unelectrified farms in the 
United States. Not more than 10 percent of the remaining 50 percent and of any 
earried-over funds may be loaned in one State or in all of the Territories. 

In 1936 when the Rural Electrifieation Act was enacted, then available statistics 
showed about 1 out of 10 of our farms receiving central station electric service. 
There were large disparities between the individual States in respect to the per- 
centage of farms electrified, ranging from 0.9 percent in Mississippi to 53.9 
percent in California. The allotment formula served the very useful purpose of 
assuring distribution of electrification loan funds where needed. It has now 
outlived its usefulness. As of June 30, 1954, it is estimated by REA that 92.3 
percent of the Nation’s farms are electrified. Farm electrification in 31 States 
exceeds the national average; in 43 States more than 85 percent of the farms are 
electrified. 

The need for electrification loan funds can no longer be measured accurately 
on the basis of unelectrified farms. The only sound criteria are whether the loan 
is needed to accomplish the purposes of the act and whether it will meet statutory 
requirements. It is increasingly apparent that the greatest need for loans will 
arise where improvements must be made in systems built during the early days 
of rural electrification and where new or additional power sources must be pro- 
vided to meet steadily growing demands for electricity on the farm. 

Elimination of the allotment limitations will contribute to the more expeditious 
and effective conduct of the rural electrification program by (a) providing flexi- 
bility in its administration and making loan funds available for lending where 
and as needed rather than as prescribed by rigid limitations which are no longer 
valid for the purpose for which they were established and (b) reducing annual 
requirements for loan funds which because of the existing limitations have neces- 
sarily been in excess of total actual loan needs. It will also remove the necessity 
for annual surveys of unelectrified farms which are burdensome and now needless. 

The Congress has to some extent already been apprised of the need for reexam- 
ining the validity of these statutory limitations. Suggestion that the formula be 
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4 ELIMINATION OF LIMITATIONS ON REA LOAN FUNDS 


changed was made on the floor of the Senate as early as May 18, 1949, during dis- 
cussion of the provision for additional contingent electrification loan funds in the 
1950 Agriculture Appropriation Act. The 1952 budget recommended elimination 
of the formula and the 1954 budget proposed a modification to permit freer use of 
the additional contingent amounts to be provided for that year. Amendments to 
the 1954 Agriculture Appropriation Act carrying out the budget proposal were 
offered from the floor of both the House and the Senate. Points of order were sus- 
tained against both amendments on the basis of their being legislation in an appro- 
priation bill. 

We have already forwarded to you a report on H. R. 571 which deals with the 
same subject matter but which dees not go as far as H. R. 2138 in the elimination 
of the allotment provisions of the Rural Electrification Act. In that report, we 
recommend amendment of H. R. 571 which would bring it substantially in con- 
formity with H. R. 2138 and with similar bills, S. 153 and S. 851, both pending 
before the Senate Committee on Agriculture and Forestry. This Department has 
submitted a favorable report on both Senate bills and has urged their early con- 
sideration and enactment. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
E. L. Pererson, 
Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, changes in existing law made by the bill are shown as fol- 
lows (existing law proposed to be omitted is enclosed in black brackets; 
new matter is in italics; existing law in which no change is proposed 
is shown in roman): 


Ruravt Etecrrirication Act oF 1936, as AMENDED (7 U. S. C. 903) 


Src. 3. * * * 
* * * * * * * 


(c) [Fifty per centum of the annual sums herein made available or appropri- 
ated for loans for rural electrification pursuant to sections 904 and 905 of this title 
shall be allotted yearly by the Administrator for loans in the several States in the 
proportion which the number of their farms not then receiving central station 
electric service bears to the total number of farms of the United States not then 
receiving such service.] The Administrator shall within ninety days after the 
beginning of each fiscal year, determine for each State and for the United States 
the number of farms not then receiv ng such service. 

{(d) The remaining 50 per centum of such annual sums shall be available for 
rural electrification loans in the several States and in the Territories, without 
allotment as hereinabove provided, in such amounts for each State and Territory 
as, in the opinion of the Administrator, may be effectively employed for the 
purposes of this chapter, and to carry out the provisions of section 907 of this 
title: Provided, however, That not more than 10 per centum of said unallotted 
annual sums may be employed in any one State, or in all of the Territories. ] 

[(e) If any part of the annual sums made available for the purposes of this 
chapter shall not be loaned or obligated during the fisca’ year for which such sums 
are made available, such unexpended or unobligated sums shall be available for 
loans by the Administrator in the following year or years without allotment: 
Provided, however, That not more than 10 per centum of said sums for rural electri- 
fication loans may be employed in any one State or in all of the Territories. ] 

(d) If any part of the annual funds made available for the purposes of this Act shall 
not be loaned or obligated during the fiscal year for which such sums are made available, 
such unexpended and unobligated funds shall be available for loans by the Adminis- 
trator in the following year or years. 

Sxc. 4 (7 U. S. C. 904). The Administrator is authorized and empowered from 
the sums hereinbefore authorized, to make loans for rural electrification to persons, 
corporations, States, Territories, and subdivisions and agencies thereof, munici- 
palities, peoples’ utility districts and cooperative, nonprofit, or limited-dividend 
associations, organized under the laws of any State or Territory of the United 








pre- 
fol- 
‘ets; 


osed 


ropri- 
s title 
in the 
ation 
, then 
or the 
States 


le for 
ithout 
ritory 
or the 
of this 
llotted 


J this 
1 sums 
ble for 
Ement: 
slectri- 


| 

ct shall 
ailable, 
Imints- 


id from 
yersons, 
munici- 
ividend 
United 
































ELIMINATION OF LIMITATIONS ON REA LOAN FUNDS 5 







States, for the purpose of financing the construction and operation of generating 
plants, electric transmission and distribution lines or systems for the furnishing 
of electric energy to persons in rural areas who are not receiving central station 
service, and loans, from funds available under [the provisions of section 903 (d) 
and (e) of this title but without regard to the 10 per centum limitation therein 
contained,] section 3 to cooperative associations and municipalities for the 
purpose of enabling said cooperative associations and municipalities to the extent 
that such indebtedness was incurred with respect to electric transmission and 
distribution lines or systems or portions thereof serving persons in rural areas, 
to discharge or refinance long-term debts owed by them to the Tennessee Valley 
Authority on account of loans made or credit extended under the terms of the 
Tennessee Valley Authority Act of 1933, as amended: Provided, Tnat the Admin- 
istrator, in making such loans, shall give preference to States, Territories, and 
subdivisions and agencies thereof, municipalities, peoples’ utility districts, and 
cooperative, nonprofit, or limited-dividend associations, the projects of which 
comply with the requirements of this chapter. Such loans shall be on such 
terms and conditions relating to the expenditure of the moneys loaned and the 
security therefor as the Administrator shall determine and may be made payable: 
in whole or in part out of the income: Provided further, That all such loans shall 
be self-liquidating within a period of not to exceed thirty-five years, and shall 
bear interest at the rate of 2 per centum per annum; interest rates on the unma- 
tured and unpaid balance of any loans made pursuant to this section prior to 
September 21, 1944, shail be adjusted to 2 per centum per annum, and the maturity 
date of any such loans may be readjusted to occur at a date not beyond thirty-five 
years from the date of such loan: And provided further, That no loan for the 
construction, operation, or enlargement of any generating plant shall be made 
unless the consent of the State authority having jurisdiction in the premises is 
first obtained. Loans under this section and section 905 of this title shall not be 
made unless the Administrator finds and certifies that in his judgment the security 
preene is reasonably adequate and such loan will be repaid within the time 
agreed. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES Report 
1st Session No. 548 





ADMINISTRATIVE EXPENSES IN THE TREASURY 
DEPARTMENT 





May 9, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Cooper, from the Committee on Ways and Means, submitted the 
following 


REPORT 


(To accompany H. R. 5877] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 5877) to authorize certain administrative expenses in the 
Treasury Department, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


The primary purpose of H. R. 5877 is to provide basic statutory 
authority for certain functions of the Department of the Treasury 
which have been authorized from year to year in Treasury Depart- 
ment appropriation acts. 

This legislation was recommended to the Congress by the Depart- 
ment of the Treasury after clearance by the Bureau of the Budget. 


GENERAL STATEMENT 


H. R. 5877 provides basic authority for certain functions of the 
Department of the Treasury which have in the past been provided 
for by legislative provisions that have been annually included in 
appropriation acts for the Treasury Department. It appears that 
points of order might be raised with respect to an appropriation bill 
authorizing such functions — It is the understanding of your committee 
that the House Committee on Appropriations has suggested that the 
Treasury Department obtain the basic authority provided in your 
committee’s bill. 

_ The functions authorized in this bill relate to administrative prac- 
tices in the Treasury Department. These functions include the 
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2 ADMINISTRATIVE EXPENSES IN TREASURY DEPARTMENT 


rocurement of arms and ammunition necessary to c out the 
easury Department’s law-enforcement activities, reimbursement 
of Federal Reserve banks for fiscal services, informer rewards in regard 
to narcotic-law violations, acceptance of volunteer services for 
savings-bond promotion, and financing public-debt a 
A detailed explanation of the provisions of the bill follows: 


Procurement of arms and ammunition 

Subsection 1 (a) of H. R. 5877 would authorize enditures for 
arms and ammunition required by civilian employees of the Treasury 
Department in the performance of their official duties. Provisions in 
the Treasury Department appropriation acts relating to the various 
Treasury enforcement agencies have for many years made appropria- 
tions available for such purchases. The procurement of arms and 
ammunition is necessary for these enforcement agencies in carrying 
out their law-enforcement functions. The inclusion of the reference 
to arms and ammunition in appropriation language has been necessary 
because of a requirement in the act of March 3, 1879, as amended 
(50 U.S. C. 61), that procurement of arms and ammunition by execu- 
tive agencies be from the Army, unless it is shown that the Army 
cannot meet the need for such items. Experience has shown that the 
Army does not usually have the type of arms and ammunition required 
for law enforcement. Thus, arms and ammunition needed for law 
enforcement by the Treasury can be obtained more expeditiously and 
at the same or ben cost through purchase in the open market or through 
contract with the Federal Bureau of Investigation, rather than by 
clearing each request through the Army. 


Reimbursement of Federal Reserve banks for fiscal services 


Subsection 1 (b) would authorize expenditures to reimburse Federal 
Reserve banks and branches for necessary expenses for services per- 
formed as Government depositaries and as fiscal agents of the United 
States. Language in Treasury Department appropriation acts for 
constituent units of the fiscal service have authorized the payment 
of expenses of Federal Reserve banks incident to the deposit of with- 
held taxes, expenses on account of public-debt transactions for the 
account of the Secretary of the Treasury, and expenses for the verifi- 
cation and destruction of unfit United States paper currency. While 
section 15 of the Federal Reserve Act (12 U. S. C. 391) authorizes 
Federal Reserve banks to act as Government depositaries and fiscal 
agents, no provision is made for reimbursing the banks for rendering 
such services, and subsection i (b) would provide permanent authority 
for reimbursement for expenses of the foregoing nature. 


Informer rewards in regard to narcotic-law violations 


Subsection 1 (c) would authorize expenditures of not to exceed 
$10,000 per annum for services or information looking toward the 
apprehension of narcotic-law violators who are fugitives from justice. 
Language of this nature has appeared for many years in the Bureau 
of Narcotics appropriation. ese funds have been used for the 
payment of rewards to informers and the authority has served a very 
useful purpose in the apprehension of notorious narcotic-law violators 
who are fugitives from justice, 





ADMINISTRATIVE EXPENSES IN TREASURY DEPARTMENT 3 


Acceptance of volunteer services for savings-bond promotion 


Section 2 would authorize the acceptance of services without com- 
pensation in connection with the Treasury Department program for 
the sale of United States public-debt obligations. This authority 
has appeared in the Bureau of the Public Debt appropriation and has 
been utilized to accept the services of volunteers in connection with 
the savings-bond program. The provision has been necessary because 
of the prohibition contained in section 3679 of the Revised Statutes, 
as amended (31 U.S. C. 665 (b)), against the acceptance of voluntary 
services, except in cases of emergency involving the safety of human 
life or the protection of property. The success of the savings-bond 
program has depended primarily on the unstinting effort of thousands 
of volunteers throughout the country. 


Financing public-debt operations 


Section 3 would provide that during any period for which a definite 
appropriation has been made for expenses under section 10 of the 
Second Liberty Bond Act, as amended (31 U.S. C. 760), the indefinite 
appropriation under that section shall not be available for obligation. 
Section 10 of the Second Liberty Bond Act appropriates a certain 
percentage of the amount of obligations issued under the act for the 
payment of necessary expenses connected with any operations under 
it. That provision in effect constitutes a permanent indefinite appro- 
priation. However, the Congress has for many years appropriated 
a definite dollar amount for expenses of public-debt operations, in 
lieu of the indefinite appropriation, and section 3 of the bill would 
continue the present practice of providing of definite dollar amount 
for this purpose. 

Your committee is unanimous in recommending that H. R. 5877 
be passed. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 10 or tHe Seconp Liserty Bonp Act, as AMENDED (40 Star. 292; 
U. 8. C., Tirte 31, Sec. 760) 


Sec. 10. That in order to pay all necessary expenses, including rent, connected 
with any operations under this Act, except under section 12, a sum not exceeding 
one-fifth of one per centum of the amount of bonds and war-saving certificates and 
one-tenth of one per centum of the amount of certificates of indebtedness herein 
authorized is hereby appropriated, or as much thereof as may be necessary, out 
of any money in the Treasury not otherwise appropriated, to be expended as the 
Secretary of the Treasury may direct. During any period for which a definite 
appropriation has been made for expenses for which this section makes an indefinite 
appropriation, the definite appropriation shall be available under the terms of this 
section and the indefinite appropriation shall not be available for obligation. 


O 
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AUTHORIZING THE EXFCUTION OF AGREEMENTS BETWEEN AGEN.- 
CIES OF THE UNITED STATES AND OTHER AGENCIES AND IN- 
STRUMENTALITIES FOR MUTUAL AID IN FIRE PROTECTION 





May 9, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


REPORT 


{To accompany H. R. 6015) 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 6015), to authorize the execution of agreements be- 
tween agencies of the United States and other agencies and instru- 
mentalities for mutual aid in fire protection, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


H. R. 6015 would grant specific legislative authority to department 
and agency heads to enter into reciprocal fire protection agreements 
with local governmental units and public or private organizations 
maintaining fire-protection facilities near installations under the juris- 
diction of such heads within the United States, its Territories, and 
possessions or in any foreign country. The bill would ratify and 
confirm existing agreements for such mutual aid. 

Such reciprocal agreements for mutual aid in fire protection have 
been in effect for a number of years. However, the Comptroller 
General held in 1952, that, in the absence of specific congressional 
authority, the use of Federal personnel and equipment to fight fires on 
non-Federal property in accordance with such reciprocal agreements 
constituted an unauthorized use of appropriated funds. 

The primary objective of this bill is to approve such mutual-aid 
agreements in order to enable the Federal Government to provide 
maximum fire protection for its installations and activities at a 
minimum cost through utilization of local fire-protection personnel 
and facilities on a reciprocal basis. 
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The bill would also authorize such agency or department head in 
the event of an emergency, in the absence of such reciprocal agree- 
ment, to make available Government fire-protection personnel and 
equipment to assist in extinguishing fires and preserving life and 
property threatened by fire in local areas at or near Government 
installations when such assistance is determined to be in the best 
interest of the United States. 


BACKGROUND 


Many Federal installations in the United States and other parts of 
the world are located in or close to municipalities or other local goy- 
ernmental units which maintain organized fire-protection facilities. 
It has been the practice of a number of Federal agencies to enter into 
reciprocal agreements with local fire-protection organizations near 
Federal installations providing for reciprocal fire-protection assistance, 
These arrangements have been very satisfactory, particularly to the 
military departments and the Veterans’ Administration, which have 
a large number of Federal field installations under their jurisdiction. 
Federal agencies, by making arrangements to obtain the benefit of 
equipment and personnel available in neighboring communities, have 
been able to save substantial sums which would otherwise be required 
to provide and maintain Federal equipment and personnel. 

In past years, mutual fire-protection agreements have apparently 
been entered into cn the assumption that agency heads had implied 
authority to enter into such agreements and to expend funds pursuant 
to such agreements in order to carry out their duty to safeguard 
Federal property under their jurisdiction. In a decision of August 
13, 1952, however, the Comptroller General disallowed overtime 
payments to Federal employees for services performed pursuant to a 
mutual-aid agreement in extinguishing a fire on non-Federal property. 
The Comptroller General stated that, in the absence of a showing that 
such services were necessary to safeguard Federal property, such 
payments would constitute an unauthorized use of appropriated funds. 
In concluding his decision, however, the Comptroller General said 
that in view of the value of the protection thus secured to Govern- 
ment property which otherwise could be obtained only at greatly 
increased expense, the General Accounting Office— 
will remove any exceptions still outstanding and raise no further objections to 
such mutual-aid agreements with the understanding that the matter be presented 
* * * to the Congress * * * with a view to securing legislative authority for 
such agreements * * *, 

In order to carry out the recommendations of the Comptroller 
General the Navy Department in 1954, after consulting with other 
interested agencies, proposed a bill authorizing such mutual-aid 
agreements. As S. 3773 of the 83d Congress, this bill passed the 
Senate on August 11, 1954. <A similar bill, H. R. 10188, was intro- 
duced in the House of Representatives on August 5, 1954, but was not 
acted upon. 

H. R. 6015 is substantially similar in purpose and effect to S. 3773 
of the 83d Congress, although different language is used in H. R. 6015 
in order more clearly to express the intent of Congress. 
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MAJOR PROVISIONS OF H. R. 6015 


Section 1 defines the terms used in H. R. 6015. 

Section 2 (a) authorizes wre heads to enter into reciprocal fire- 
protection agreements with local governmental units and public or 

rivate organizations maintaining fire-protection facilities near 
installations under the jurisdiction of such heads within the United 
States, its Territories, and possessions or in any foreign country. 
Each such agreement shall provide that the parties thereto waive all 
claims for loss, damage, injury, or death that may arise against each 
other in the performance of such agreement, and may provide for 
reimbursement for the cost of furnishing personnel and equipment 
pursuant to its provisions. 

Section 2 (b) ratifies and confirms existing fire-protection agree- 
ments which would have been authorized had the act been in effect on 
the date of execution thereof. 

Section 3 authorizes agency heads, in the absence of any agreement 
authorized or ratified by section 2, to render emergency fire-protection 
assistance near any place at which such department or agency main- 
tains fire-protection facilities, when such assistance is determined to 
be in the best interest of the United States. 

Section 4 provides that service performed under section 2 or section 3 
by a Federal officer or employee or a member of any armed force of the 

nited States shall be considered to be service performed in the line 
of duty, and that performance of such service by any other individual 
shall not constitute such individual an officer or employee of the United 
States for the purposes of the Federal Employees’ Compensation Act. 

Section 5 authorizes the use of funds to carry out the purposes of the 
act, and provides that sums received by agency or department heads 
for fire protection rendered pursuant to the act shall ie covered into 
the Treasury as miscellaneous receipts. 


ESTIMATED COST 


The committee staff was advised by representatives of the Depart- 
ment of Defense that no actual additional cost to the Federal Govern- 
ment would result from the enactment of this measure. However, if 
the measure is not enacted, various agencies would be required to 
expend large sums of money for, additional fire a equipment 

1 


and personnel. Thus, if any additional expenditure for Federal fire 
fighters and equipment becomes necessary under these agreements it 
will = more than offset by the savings these agreements make 
possible. 

In this connection, the Department of the Navy has advised the 
committee that, in the absence of such mutual-aid fire protection 
agreements, the Departments of the Army and the Navy would have 
to make an initial expenditure of approximately $5,960,000, and an 
annual recurring expenditure of approximately $19,820,000 for 
personnel and equipment. The Air Force estimates an initial expendi- 
ture of some $20,000 and annual recurrent expenditures of approxi- 
mately $35,000 each for an unspecified number of additional companies ~ 
which would be required. 

The Veterans’ Administration, with some 65 installations through- 
out the United States, estimates that without mutual-aid agreements 
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4 EXECUTION OF AGREEMENTS BETWEEN AGENCIES 


it would have to make an initial expenditure of some $75,000 and an 
annual recurrent expenditure of approximately $1,250,000. 

The Comptroller General has advised that the provisions of section 
2 (b) and section 4 of the act would validate past payments of over- 
time compensation made to Federal civilian fire fighters who rendered 
services outside the limits of United States reservations in connection 
with mutual-aid agreements existing prior to the passage of this act. 
Therefore, these provisions would also authorize retroactive payments 
in those cases where payments have not been made. However, the 
General Accounting Office states that it believes that “very few, if 
any, such payments would be involved” and that it does not object 
to the retroactive features of the provisions. Furthermore, in view 
of the explicit statement of the Comptroller General that the General 
Accounting Office— 


will remove any exceptions still outstanding and raise no further objections * * * 
with the understanding that the matter will be presented * * * to the Congress 


it is doubtful if any retroactive payments would be involved, 


AGENCY COMMENTS 


In commenting on 8, 3773 of the 83d Congress, a bill similar to 
H. R. 6015, the State Department said: 

The interest of the Department of State in the proposed legislation is limited 
to the extent to which it would permit the Secretaries of the Army, Navy, and 
Air Force to conclude mutual-aid agreements regarding fire protection, with 
foreign governmental units, such as municipalities and other political subdivi- 
sions of foreign states. From the standpoint of the foreign relations of the United 
States the Department perceives no objection to the military authorities con- 
cluding such agreements on the local level and would interpose no objection to 
the enactmeat of the proposed legislation. 


The Atomic Energy Commission, the Federal Civil Defense Admin- 
istration, and the Department of the Interior also recommended 
passage of S. 3773. 

The Veterans’ Administration expressed an opinion that the pro- 
visions of the proposed legislation might extend line of duty coverage 
to Government employees whose assistance in fighting fires was neither 
requested nor desired. However, the committee believes as does the 
Comptroller General, that the legislation provides sufficient safe- 
guards to prevent undue liability to the Government and at the same 
time makes it possible to utilize the services of other than fire-fighting 

ersonnel. After calling attention to the above reservation, the 
eterans’ Administration stated that the legislation— 
would afford a means of obtaining maximum protection of human life and Govern- 


ment and other property at a minimum of cost. The Veterans’ Administration 
strongly recommends its favorable consideration * * *. 


The Department of the Navy advised that— 


the benefits derived through mutual fire assistance have, without question, been 
overwhelmingly in the Government’s favor * * *. Favorable action on the 
proposed legislation to authorize reciprocal fire protection agreements betwee 
military departments and public or private organizations, providing for mutual-aid 


. in extinguishing fires, is considered to be highly desirable * * *, 


The Department of the Air Force stated that it— 


strongly supports this legislation which would authorize reciprocal fire- rotection 
agreements between departments and agencies of the United States and public or 
private organizations engaged in fire-fighting activities * * *. 
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The Department of the Army advised that unless legislation clearly 
legalizing mutual-aid fire protection agreements is enacted, it would be 


necessary to cancel present agreements for such mutual aid. The 
Department stated that— 


this would be detrimental to both Government and civilian communities with the 
additional personnel and equipment needed to maintain protection of the caliber 
now provided resulting in greatly increased expenditures by the Government. 


The Department of Agriculture advised the committee it favored 
enactment of this legislation since the authority provided— 
would facilitate the protection of forest and range resources from fire. One 
feature * * * of particular interest to this Department at the present time is the 
provision for international agreements. Exercise of this particular authority 
would be primarily in connection with fire protection in the national forests and 
other lands under the administration of the Department of Agriculture, bordering 


on or near Canada where at present no authority exists for reciprocal aid agree- 
ments. 


The Bureau of the Budget recommended favorable consideration of 
this legislation. 


The Comptroller General stated that the legislation— 
would supply the statutory authority which the Comptroller General has held is 


necessary for the use of Federal appropriations for mutual aid by the Federal 


Government and local public or private organizations for fire protection of public 
and private property * * * 


and recommended favorable consideration. 


SUMMARY 


The enactment of H. R. 6015 would: 

1. Meet the objections of the Comptroller General to making pay- 
ments to Federal personnel for services rendered in fighting fires out- 
side Federal property and to using Federal equipment in fighting such 
fires when such payment or use is pursuant to a mutual-aid agreement. 

2. Result in a substantial saving by making the purchase and main- 
tenance of additional equipment and the hiring of additional personnel 
unnecessary. 

3. Authorize fire-protection assistance in the vicinity of Federal 
fire-protection facilities in emergencies and when there is no mutual-aid 
agreement, where such assistance is in the best interest of the United 
States. 

4. Meet with the approval of the Comptroller General, the Director 
of the Bureau of the Budget, the Department of Defense and other 
agencies which are affected by its provisions. 


O 
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BULK PURCHASE OF FEDERAL FARM MORTGAGE COR- 
PORATION ASSETS BY FEDERAL LAND BANKS 





Mar 9, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Cootry, from the Committee on Agriculture, submitted the 
following | 


REPORT 


{To accompany S. 941] 


The Committee on Agriculture to whom was referred the bill (S. 
941) to amend section 13 of the Federal Farm Loan Act, as amended, 
to authorize the Federal land banks to purchase certain remainin 
assets of the Federal Farm Mortgage Corporation, having cauadieed 
the same, ef favorably thereon without amendment and recom- 


mend that the bill do pass. 

The purpose of this bill is to authorize the Federal land banks to 
purchase in bulk the remaining assets of the Federal Farm Mortgage 
Corporation in their respective districts. Authority to purchase 
mortgages and contracts of the Corporation now exists but each 
transaction must be on an individual basis with the borrower becoming 
a member of a farm loan association and subscribing to stock in the 
Federal land bank. 

The loans involved are those which were made by the Land Bank 
Commissioner and no new loans of this type have been made since 
July 1,1947. The Federal Farm Mortgage Corporation is in process of 
liquidation and the loans are now being serviced by the various Federal 
land banks. Many of the loans have reached the point where service 
charges involved are greater than the return from interest on the out- 
standing balance so that it is deemed in the Government’s interest to 
liquidate them in bulk in this manner. A similar bill was reported 
favorably by the committee in the 83d Congress and passed the House 
on April 5, 1954, but was not brought to a vote in the Senate. 

At the hearing on the bill no witnesses appeared in opposition. 
Following is a statement in explanation of the bill made by R. B. 
Tootell, Governor, Farm Credit Administration, at the hearing on the 
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2 BULK PURCHASE OF FARM ASSETS BY FEDERAL LAND BANKS 


bill, and also the letter from the Governor to the Speaker of the House 
of Representatives requesting enactment of this legislation. 


S. 941, as passed by the Senate on March 8, 1955, is a bill to authorize the 
Federal land banks, each as to its own district, to purchase all of the mortgage 
loans, purchase money mortgages, real estate sales contracts, acquired real estate, 
ete., still owned by the Federal Farm Mortgage Corporation in the district. 
This new authority would extend to all of the remaining assets of the Corporation, 
except cash, accounts receivable, and mineral interests heretofore reserved by 
the Corporation. As directed by the Congress (Public Law 760, 81st Cong.), 
such mineral interests are now being sold to the surface owtiers who apply to 
purchase them and any not applied for by September 6, 1957, will be transferred 
to the Department of the Interior. 

A similar bill was passed by the House in the 83d Congress (H. R. 6711, Rept. 
No, .1378) but did not come to a vote in.the Senate. In this Congress, the Farm 
Credit Administration again proposed such legislation in a letter to the Speaker 
of the House and the President of the Senate dated January 25, 1955, a copy of 
which is included in Senate Report No. 37 on 5. 941. In that letter, which I 
assume is available to the committee and may be included in the record here, 
the proposal is discussed in more detail than | have in mind to do in this initial 
statement. However, as the loan and related assets of the Federal Farm, Mort- 
gage Corporation continue to be paid down, we consider that there is even more 
reason for such legislation than when it was first proposed. 

Such loan and related assets, totaling about $13 million, are what the Corpo- 
ration still holds out of some 680,000 Land Bank Commissioner loans made for 
the total amount of $1.2 billion'during the period 1933-47. Under existing law, 
the Federal Farm Mortgage Corporation has authcrity to sell its assets, except 
reserved mineral interests, to the Federal land banks. However, such banks 
may now purchase mortgages or contracts from the Corporation only if, among 
other things, the unpaid balance thereof, together with any prior indebtedness 
on the same, property, does not exceed 65 percent of.the appraised value of the 
property, and the borrower subscribes to stock in and becomes a member of a 
national farm loan associaticn. In order, therefore, to authorize the Federal 
land banks to make a bulk purchase of the remaining mortgage loan assets of 
the Federal Farm Mortgage Corporation, legislation such as the bill before you 
will be necessary. 

The mortgage loan assets now held by the Federal Farm Mortgage Corpora- 
tion are serviced by the Federal land banks through the national farm loan asso- 
eiations, and the banks are compensated for this service on a unit basis. The 
servicing costs per unit have been rising while, as the mortgage loan assets are 
paid down, the interest received on them decreases. On December 31,1954, the 
average unpaid balance of outstanding first mortgage Commissioner loans was 
$503, and of the second mortgage loans it was $629. It would seem to be in the 
mterests of good administration to effect the sale of the remaining assets at this 
time. It would not disturb the debtors on the assets sold as they would continue 
to have their accounts serviced by the Federal land banks through the national 
farm loan associations as at present. 

If the legislation should be approved in time, it is intended that the assets of the 
Corporation will be sold and transferred to the land banks as of June 30, 1955, 
the end of the present fiscal year. Thereafter, in lieu of such assets, the Corpo- 
ration would hold only the promissory notes given by the land banks for the 
purchase price, all of which would be payable within a period of not more than 
ten years. After transfer of any remaining mineral interests of the Corporation 
to the Interior Department in the fall of 1957, the only thing remaining for the 
Corporation to do, so far as concerns liquidation of its assets, would be to receive 
the payments on the land bank notes and declare them as dividends for payment 
into the general fund of the Treasury. 

It is to bring this about, and to clear the way for any further decisions that may 
need to be made as to the Federal Farm Mortgage Corporation, that we urge 
enactment of S. 941 at this time. 
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BULK PURCHASE OF FARM ASSETS BY FEDERAL LAND BANKS 


Farm CrepDIT ADMINISTRATION, 


Washington, D. C., January 25, 1955. 
The honorable the Speaker, 


House of Representatives. 


Dear Mr. Speaker: There is transmitted herewith a proposed bill to amend 
section 13 of the Federal Farm Loan Act, as amended, to authorize the Federal 
land banks to ee certain remaining assets of the Federal Farm Mortgage 
Corporation. The objective of this bill is to accelerate the liquidation of the 
assets of the Federal Farm Mortgage Corporation through a bulk sale and transfer 
of its loans and related assets to the Federal land banks. 

The Federal Farm Mortgage Corporation is a wholly owned Government ‘cor- 
poration established by the Congress in 1934 to aid in the refinancing of farm 
debts by providing funds for the Land Bank Commissioner loans which were 
made on its behalf through the Federal land bank system and by assisting in the 
financing of the Federal land banks. The Corporation has been in process of 
liquidating its assets since 1947 when the authority to make Commissioner loans, 
except to refinance existing loans, expired. All bonds issued by the Corporation 
have matured and been paid or, if not vet presented for payment, provision has 
been made for their payment; its capital provided by the United States has been 
reduced to the nominal amount of $10,000; and, as directed by various appro- 
priation acts, all cash funds in excess of the estimated operating requirements for 
the fiscal year are declared as dividends and paid into the general fund of the 
Treasury. Although no loans, except to refinance loans previously made, have 
been made on behalf of the Corporation since July 1, 1947, outstanding loans and 
related assets, totaling approximately $15 million, have some maturities extending 
into the 1970’s. Instead of having the Coroporation continue to hold such loans 
until they are paid according to their terms, the proposed bill would provide for 
their present disposal by authorizing each Federal land bank to contract with the 
Corporation for a bulk purchase of all renaining assets of the Corporation situated 
in the farm credit district, served by the bank, except cash, accounts receivable, 
and reserved mineral interests. (Reserved mineral interests are-now being sold 
to the owners of the surface pursuant to Public Law 760, 8ist Cong. (64 Stat. 769), 


and any not sold prior to September 6, 1957, will thereafter be transferred to the 
Depart'rent of the Interior.) 


The Federal Farm Mortgage Corporation has no senarate personne! of its own 
and its outstanding loans are being serviced by the Federal land banks and the 
national farm loan associations under yearly contracts with the banks which 


provide compensation for servicing the loans on a per unit basis. In recent 
years the servicing costs per unit have increased while, as the loans are paid 
down, the interest collected on them steadily decreases. At the present time 
the income from loans is insufficient to meet servicing costs in two of the farm 
credit districts and within the next few years this will be so in most of the other 
districts. It is deemed in the interest of good administration, therefore, to pro- 
vide for the sale of such loans and related assets at the present time. A bulk 
sale to the Federal land banks, rather than to any other purchasers, is being 
proposed because the land banks have always serviced the loans for the Corpora- 
tion and a majority of the loans are on second mortgage to persons who also 
have a first-mortgaze loan from a land bank. If the land banks acquire such 
loans and related assets of the Corporation, it would not disturb the borrowers 
in any way since the loans would continue to be serviced by the same loca! asso- 
ciations and under the same policies as in the past. 

The Federal Farm Mortgage Corporation now has authority to sell its assets, 
except reserved mineral interests, to the Federal land banks. Under existing law, 
though, a land bank may purchase mortgage loans or contracts from the Corpo- 
ration only if, among other things, the unpaid balance thereof, together with 
any indebtedness to the land bank on the same property, does not exceed 65 
percent of the appraised normal value of the security, and only if the borrower 
is or becomes a member of the local national farm loan association and acquires 
stock in the association equal to 5 percent of the unpaid balance of the indebted- 
ness, In view of the limitations on the existing authority of the land banks to 
purchase loans from the Corporation, it will be necessary to grant them addi- 
tional authority as now proposed if they are to purchase all remaining loans and 
related assets of the Corporation. 

As provided in the proposed bill, the purchase price of notes and mortgages 
(mortgage loans), purchase money mortgages, and real estate sales~contra ‘ts 
would be the total of their unpaid balances, with accrued interest, at the date 
as of which the purchase is made. The purchase price of real estate, sheri/s’ 
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certificates, loans called for foreclosure, loans in suspense, judgments, and any 
other assets being purchased would be their fair market value as determined by 
agreement. It is contemplated that the fair market value of these latter assets, 
which are carried on the books of the Corporation at less than. $30,00i) out of the 
approximately $15 million of assets subject to purchase, would be based on values 
established by land bank appraisers or on foreseeable recoveries. Each bank 
would assume the liabilities of the Corporation for future payment funds of 
borrowers and trust accounts applicable to the assets it purchased and the amount 
of such assumed liabilities woud be deducted from the purchase price. The total 
consideration for the purchase, arrived at as indicated, would then be payable 
over a period of not more than 10 — upon such terms as shall be agreed upon 
through negotiation by each bank with the Corporation. In negotiating the 
terms of payment, it is deemed necessary to recognize that the Corporation 
would be relieved of the costs of servicing the assets, possible losses in their 
collection, and an eventual operating deficit, when the servicing costs will exceed 
the income from the assets, and that the land banks would be assuming the posi- 
tion of the Corporation in these respects. Accordingly, it is intended that the 
purchase price shall be without interest and that the amounts and dates of pay- 
ments within the 10-year period will be fixed with due regard for such factors 
as the income from and maturities of the assets, the costs of servicing them, and 
possible losses thereon, with appropriate adjustments for differences in such fac- 
tors between districts. The Federal land banks have indicated their willingness 
to pyrene the assets on the basis outlined. 

f the proposed bill is enacted and the Federal land banks purchase the loans 
and related assets of the Corporation as authorized therein, the only further 
activity anticipated for the Corporation is that it will continue to dispose of its 
reserved mineral interests pursuant to Public Law 760 (8ist Cong.); that it will 
hold the notes received from the land banks for the purchase price of the loans 
and related assets, all of which will be payable within not more than 10 years; and 
that all payments received will become a part of the cash assets available for 
payment as dividends into the general fund of the Treasury. Within 10 vears, 
therefore, the assets of the Corporation would be completely liquidated. There- 
after it is intended that the Corporation shall be continued on a standby basis, 
with only its present nominal capital, so that its financial authority, particularly 
its authority to issue Government-guaranteed bonds, may be available to assist 
temporarily in financing the Federal land bank system, if that should again be 
necessary, and to provide a ready means for financing further loans of the Land 
Bank Commissioner type, if the Congress should again direct the making of 
such loans. 

The Federal Farm Credit Board has approved the submission of this proposed 
legislation. The Farm Credit Administration recommends early consideration 
and enactment of the proposed bill. 

The Bureau of the Budget advises that there is no objection to the presentation 
of this proposal for the consideration of the Congress. 

Sincerely yours, 
R. B. Tooreu, Governor. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Representa- 
tives, changes in existing law made by the bill are shown as follows 
(new matter is in italics; existing law in which no change is proposed 
is shown in roman): 


FeperAt Farm Loan Act, as AMENDED 


Src. 13. Every Federal land bank shall have power, subject to the limitations 

and requirements of this subchapter— 
* * * * * * * 

Twentieth. Without regard to any limitations or restrictions of this Act, to purchase 
all assets, except cash, accounts receivable, and reserved mineral interests, held by the 
Federal Farm Mortgage Corporation in the farm credit district in which said bank 
is situated and to assume the liabilities of said Corporation for future payment funds 
of borrowers and trust accounts applicable to said assets. purchase price 0 
notes and mortgages, purchase money mortgages, and real estate sales contracts sh 
be equal to the total of the unpaid balances on such items and accrued interest thereon 
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at the date of purchase, less the total of the liabilities of the Corporation being assumed 
by the bank as herein provided. The purchase price of real estate, sheriff’s certificates, 
loans called for foreclosure, loans in sus nse, judgments, and any other assets 
eligible for purchase under this paragraph but not specifically identified herein shall 
be equal to the fair market value of the assets as determined by agreement. The total 
consideration for the purchase shall be payable over a period of not more than ten 
years from the date of purchase, and upon such terms as shall be agreed upon through 
negotiation with the board of directors of the Corporation. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES | Report 
Ist Session No. 551 





RELIEF OF THE JEFFERSON AND PLAQUEMINES DRAINAGE DIS- 
TRICT AND CERTAIN PERSONS WHOSE PROPERTIES ABUT ON 


THE FEDERAL GOVERNMENT’S RIGHT-OF-WAY FOR HARVEY 
CANAL IN LOUISIANA 





May 9, 1955.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Forrester, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 1768] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 1768) for the relief of the Jefferson and Plaquemines Drainage 
District and certain persons whose properties abut on the Federal 
Government’s right-of-way for Harvey Canal in Louisiana, havin 
considered the same, report favorably thereon with amendments an 
recommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 3, strike out “Court of Claims”, and insert in lieu 
thereof ‘United States District Court for the Eastern District of 
Louisiana, New Orleans Division,’’. 

Page 2, line 14, after the name “District’’, strike out ‘‘and/”’. 

Page 2, line 18, after the period, insert: 


Sec. 3. No monetary benefits or claims against the United States shall accrue 
as a result of the determination of the said boundary under this Act. 


STATEMENT OF FACTS 


In 1924 the United States purchased a 300-foot-wide strip of land 
from the Harvey Land Improvement Co. for use as a right-of-way 
for the Harvey Canal. That land is described in a survey made by 
James S. Webb, civil engineer, in November 1923 and is the land 
identified in H. R. 1768. According to claimants, the surveyor did 
not fix a monument at the southeast terminus of the line. 

In 1944 the boundary markers were destroyed. The Corps of 
Engineers sought to reestablish the boundaries, and the Department 
of the Army contends that these markers were correctly placed. On 
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the other hand, the claimant vigorously denies that the markers were’ 
located properly. In 1945 the Corps of Engineers employed Mr. Webb 
to retrace his 1923 survey, and says that the 1923 survey was re- 
affirmed. Since that time, however, there has been a dispute between 
the Corps of Engineers and the claimant. 

It appears that under the present conditions, there are district’s 
levees built and maintained at considerable expense, and that the 
waters are eroding these levees. Consequently, it would seem that 
this is a matter that should be resolved fairly, and that the boundaries 
should be determined so that the Government will have the exact 
property purchased by the Government in 1923. It is evident that 
the district’s levees are being eroded and is entailing considerable 
expense, and while this is a fact, if the Government is exercising 
ownership within the boundaries purchased, then there is no respon- 
sibility upon the Government, it does behoove the Government to 
allow this matter to be settled in the courts, and the boundary lines 
judicially determined. 

This committee does not feel that the Court of Claims is the proper 
court to hear and determine this controversy, but rather that the 
United States district court is the proper forum to try and dispose of 
issues of this kind. It is recommended that this bill be amended so 
as to confer jurisdiction on the proper United States district court, so 
that suit may be instituted within 1 year after the enactment of this 
act by Jefferson and Plaquemines Drainage District and/or any of 
said abutting property owners may join or intervene in such action, 
with the added provisions that the jurisdiction of that court shall be 
limited to hearing, determining, and rendering judgment fixing the 
boundary line as described in said bill, and that under no circumstances 
shall any person, firm, association, eg reyren or any natural or. 
artificial person or persons whomsoever have any rights or claims of 
any kind or character against the United States arising out of the 
occupancy of the properties described in said bill, or in any other 
manner whatsoever, but simply that the only right of action conferred 
is to hear, determine, and render judgment fixing the boundary line 
described in this bill. In the hearing, determination, and rendering 
of judgment aforesaid, the questions upon laches, lapses of time, 
statutes of limitation, prescriptive periods, and estoppel shall not be 
available as matters of defenses by the United States. Upon said 
bill being amended as set out herein, it is recommended that this bill 
be reported favorably, 





DEPARTMENT OF THE Army, 
Washington 25, D. C., December 23, 1954. 
Hon. CHauncey W. Reep 


’ 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CrarrMan: Reference is made to your request for the views of the 
Department of the Army with respect to H. R. 9817, 83d Congress, a bill for the 
relief of the Jefferson and Plaquemines Drainage District and certain persons whose 

roperties abut on the Federal Government’s right-of-way for Harvey Canal in 
oulsiana. 

The Department of the Army is opposed to the enactment of this bill. 

The purpose of the bill is to confer on the Court of Claims jurisdiction to hear, 
determine. and render judgment fixing the boundary between the east right-of-way 
line for the Harvey Canal, a segment of the intracoasta! canal in Louisiana, and 
the abutting properties and the easement for levee purposes adjacent to the 
right-of-way line claimed by the Jefferson and Plaquemines Drainage District. 
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The bill provides for the filing of suit at any time within 1 year after enactment of 
this act and waiver of all defenses of the United States based upon laches, lapses of 
time, statutes of limitation, prescriptive periods, and estoppel arising out of the 
issuance of permits for any activities or construction along Harvey Canal. 

The United States purchased the 300-foot-wide strip of land identified in the 
bill from the Harvey Land Improvement Co. in 1924 for use as a right-of-way 
for the Harvey Canal. The land conveyed to the United States is the land 
described in a survey prepared for this purpose by Mr. James 8S. Webb, civil 
engineer, in November 1923. 

n 1944 it was discovered that the boundary markers of the right-of-way had 
been destroyed. When the Corps of Engineers reestablished the markers, the 
Jefferson and Plaquemines Drainage District, through its commissioner of finance, 
Mr. Nuna C. Hero, protested the location of the new markers and asserted that 
the line should be located canalward from the district’s levee and between 50 and 
60 feet east of the line on which the new markers had been placed. Although 
the placement of the new markers was carefully reviewed and found to be correct 
within a few tenths of a foot, a difference of opinion concerning the proper loca- 
tion of the right-of-way line persisted. In 1945 the Corps of Engineers employed 
Mr. Webb to retrace his 1923 survey. The accuracy of the original survey was 
reaffirmed and the Jefferson and Plaquemines Drainage District was so informed. 
However, the controversy has continued and the drainage district, in 1952, 
finally engaged Mr. F. C. Gandolfo, Jr., to survey the property. The Webb and 
Gandolfo surveys have been the subject of numerous conferences between in- 
terested parties and the New Orleans district, Corps of Engineers, has carefully 
considered data submitted by the Jefferson and Plaquemines Drainage District 
to discredit the Webb surveys. However, the drainage district was last informed, 
through its attorney, Mr. R. Emmett Kerrigan, on December 23, 1953, that the 
Webb surveys represent the correct location of the 300-foot-wide Government- 
owned Harvey Canal tract. 

This bill would confer jurisdiction upon the Court of Claims to adjudge a bound- 
ary dispute. The court generally has jurisdiction in money claims including con- 
gressional and departmental reference cases and in other cases involving money 
damages (28 U. 8. C. 1491 et seq). In the event that the Congress should deter- 
mine that legislative relief is appropriate in the present case, it is believed that 
the matter should be referred to the appropriate United States district court which 
can be expected to be more familiar with cases of this kind. However, it is the 
view of this Department that further expense by the Federal Government in this 
connection would not be warranted. While it is unfortunate that the effort which 
has been made to resolve this controversy administratively has not been success- 
ful, the Department of the Army does not consider the claims of the Jefferson and 
Plaquemines Drainage District to be meritorious. Accordingly, the Department 
of the Army is strongly opposed to the enactment of this bill. 

The fiscal effect of the enactment of this measure is not readily ascertainable. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
Rosert T. Stevens, 
Secretary of the Army. 


Devutsc#, Kerrican & STiLes, 
Counsellors at Law, 
New Orleans 12, April 8, 1956. 
Re Jefferson-Plaquemines Drainage District bill. 
Hon. Hate Boaas, 
Member of Congress, 
House of Representatives, Washington, D. C. 

Dear Hate: In further answer to your letter of March 28 I am submitting 
this summary ert forth the factual and legal basis on which we make our 
request for a special bill granting jurisdiction to the Court of Claims to hear and 
decide this matter. 

Exhibit A is an act of sale dated March 10, 1924, in which the Government 
purchased three tracts of land for Harvey Canal. Under “Thirdly” a tract is 
described as follows: 

“A tract of land * * * being 300 feet in width * * * . The downstream or 
easterly boundary of this tract * * * runs south 17 degrees east 13 586.44 feet, 
more or less, to a railroad iron at the 80 arpent line * * *; thence south 16 





4 RELIEF OF CERTAIN ‘PERSONS ON’ HARVEY CANAL IN LOUISIANA 


50’ east 6,600 feet, more or less, to the dividing line between lots 16 and 17; and 
thence south 16° 50’ east 6,720 feet, more or less, to Bayou Barataria.” The 
same course is stated for the upstream boundary. 

Exhibit B is a complete copy of the survey made by James 8. Webb, civil 
engineer, dated November 27, 1923, which was annexed to the original act of sale. 
The foregoing description is set forth thereon under ‘‘3.”’ 

For the purpose of this letter only and not by way of admission in the event this 
matter is litigated, we may assume that our controversy concerns the land that 
begins with the line near the center of the map called “80 arpent line,” and running 
to the right on the map in a southeasterly direction to Bayou Barataria. 

Although the surveyor fixed a mark on the ground at the 80 arpent line, no such 
monument was established at the southeast terminus of the line. In other words, 
there was no actual fixing of the point at which this line ended. 

Our claim is that, in following the description called for in the act of sale 
(exhibit A), and in attempting to follow the survey as set forth in exhibit B, the 
Government surveyors made an error and incorrectly located on the ground, the 
east line of the United States right-of-way. That mistake covers a strip of land 
that extends some 13,320 feet from the 80 arpent line southeast to Bayou Barataria. 

It is clear from the act of sale and the survey annexed thereto (exhibits A and B) 
that from the 80 arpent line the surveyor was supposed to run the east boundary 
south 16° 50’ east for the entire distance of 13,320 feet to Bayou Barataria. 
Instead of doing that, the Government surveyor from the 80 arpent line physically 
ran the east boundary south 17° 00’ east for the entire distance from the 80 
arpent line to Bayou Barataria. This appears by clear admission from the 
pebienteme ed survey of October 31, 1945, again prepared by Mr. James 8. Webb 
(exhibit C). 

You will note from Mr. Webb’s survey that the Government ran the entire line 
incorrectly, but, for the purpose of this letter, we shall confine ourselves to the 
east boundary line which appears on the lower half of the survey marked “Exhibit 
C.” By the Government’s own survey the line in 1945 followed the call of south 
17°00’ east instead of south 16°50’ east as originally called for in the 1923 act of 
sale and the 1923 Webb survey (exhibits A and B). It is obvious, therefore, that 
beginning at the 80 arpent line there is an ever-widening strip of land along the 
east boundary illegally taken by the Government from the abutting landowners. 

Assuming, for the sake of argument, that the survey was correctly called from 
the river to the 80 arpent line, then the illegal taking from the 80 arpent line to 
Bayou Barataria ranges from a mere fraction of a foot just southeast of the 80 
arpent line, to an illegal taking of some 50 feet or more by the time the east bound- 
ary reaches Bayou Barataria. 

We do not make the foregoing analysis without the benefit of expert surveving 
advice. The Jefferson-Plaquemines Drainage District employed G. C. Gandolfo, 
Jr., surveyer, and certainly one of the finest surveyors in this area. Exhibit D 
is Mr. Gandclfo’s survey of July 16, 1953, based on his careful physical survey 
of the canal and his examination of all of the prior surveys. You will note that 
the proper east boundarv line as set forth in the act of sale, and the boundary 
line as improperly staked out by the Government, begin to diverge from the 80 
arpent line (which begins on the upper left-hand corner of the survey), until at 
the point where the east boundary line meets Bavou Barataria (shown on the 
lower right-hand corner of the survey). the divergence is considerable indeed. 

The Government admits that it did not physicallv lav off on the ground the 
calls set forth in the act of sale and survey of 1923. The position of the Corps of 
Engineers is that the east boundary from the river to the 80 arpent line had to 
be run incorrectly in order to meet a monument on the 80 arpent line. There is 
some dispute as to the location of this monument. 

Be that as it may, having cut the 80 arpent line at the supposed monument, 
rather than at the point called for by the courses in the act of sale, the Govern- 
ment arbitrarily decided not to follow the course provided for in the act of sale 
from the 80 arpent line to the bayou. Instead, the Government merely turned 
the line 10 minutes to the right at the 80 arpent line and continued some 13,300 
feet to Bayou Barataria. No monument was stated in the act for the terminus 
on the bayou. Consequently, the refusal of the Government to follow the 
course, called for in the act of sale, from the 80 arpent line to the bayou is entirely 
arbitrary and illegal. 

As a result of the improper location of the canal, the east .boundary. of the 
Government right-of-way has. been staked. out to include within the Government 
right-of-way a portion of the property on which the Jefferson-Plaquemines Drain- 
age District has a servitude for levee purposes. Also included are large portions 
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of the district’s levees, built and maintained thereon at considerable expense, and 
which the waters of the canal are eroding. 

This is a serious matter indeed, and is not a mere effort on the part of the 
drainage district to collect damages from the Government... Rather, it is an effort 
on the part of the drainage district to be enabled to carry out properly its public 
duties to the people in the area. 

What. we wish to accomplish, either by judgment in the Court of Claims or by 

rivate bill, is a declaration of the pe location of the Government’s eastern 
Sounders. We believe, that in all fairness, the eastern boundary should be 
located. in the position given to the Government by its.act of sale. 

Once that is accomplished, then the United States engineers may be required 
properly to confine the waters of Harvey Canal within the 300-foot right-of-way 
of the Government. That will enable the Jefferson-Plaquemines Drainage 
District to maintain its levees properly outside the Government’s right-of-way. 
At present the levees are subject to the assumed right of the Government to permit 
them to erode to the erroneous survey line established by the Government. 

There are, of course, other factual and legal details which will arise if this case 
is tried before the Court of Claims, but the above is essentially what the drainage 
district is trying to accomplish. 

We have not burdened this memorandum to you with more documents than is 
absolutely necessary. Annexed as an additional exhibit, marked ‘Exhibit E,”’ is 
a short summary of pertinent legal authorities which support our position in the 
matter. 

We anticipate that a representative of this office will be in Washington near 
the end of next week and we should like permission to have him confer with a 
staff member of the committee in order to clarify some of the details of this matter 
which may not be readily ascertainable from the documents themselves. 

With kindest personal regards, I beg to remain, 

Cordially yours, 
Signed) Emmett. 
(Typed) R. Emmerr KEerriaan. 


MEMORANDUM 


The main problem is the direction to be given to the line from the 80 arpent 
line to the bayou. There can only be one answer to this. To ignore the call of 
south 16° 50’ east in favor of a hypothetical inflection angle at the 80 arpent line 
of 0° 10’ right, is to interject a direction not mentioned or used by anyone at the 
time of the act of sale and to cause an ambiguity or confusion where none exists. 

There are no monuments on the bayou mentioned in the act. There are merely 
courses and distances. 

“In the absence of terminating monuments, lines other than those surveyed 
and marked should be run on the courses and distances stated” (Patton on Titles, 
pp. 270-271, sec. 74). 

As stated in City of Athens v. Andrews (231 8. W. 2d 928, 932 (Tex. Civ. App., 
1950)): 

“*The boundaries of a tract * * * are established by reference to the calls in 
the grant * * *. If the land can be definitely located from such calls and there 
is no ambiguity or uncertainty in them, it must be so located as a matter of 
law * * *’” 

The survey attached to the act speaks not of 0° 10’ right at the 80 arpent line. 
It clearly shows south 16° 50’ east for both boundaries. “The intention which 
the law provides shall be ascertained and given controlling effect in locating a 
boundary line is not an intention which the description of the land fails to express, 
but the intention which it does express” Ellison v. Humble Oil & Refining Co. 
(106 S. W. 2d 1083, 1085 (Tex. C. v. App., 1937)). 

The vice of the attempt to rewrite the description used by the parties appears 
most clearly in the 1945 survey. Examine the lower half of the sheet. The down- 
stream boundary calls for south 17° 04’ east; the upstream boundary for south 
16° 50’ east. Starting at the 80 arpent line with a 300-foot width as indicated on 
the survey in response to the undisputed intention of the parties, the lines diverge 
for 13,320 feet at an angle of 14’. At the end, in Bayou Barataria, the survey 
properly would delimit a 300-foot width. Obviously, unless the downstream line 
follows the course of the deed, south 16° 50’ east, the strip will have widened by 
another 50 feet or more. 

If one recalls that the courses run in 1945 southeasterly from the T. & P. R. R. 
to the 80 arpent line probably result in a tract some 45 to 50 feet wider at the 
80 arpent line than at the outset, it is clear that the combined errors would stretch 
the tract to about 400 feet in width on the bayou. 
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The measurement, as to which no question exists, is tne 300 foot width throu 
out the right-of-way. This intention of the parties reinforced by the other 
expressed intention of having both boundaries run at a course of south 16° 50’ east 
from the 80 arpent line, is controlling. 

The Supreme Court of Louisiana stated the rule as follows: 

“In determining boundary lines the law recognizes certain well known guides 
which are in the order of their importance (1) natural monuments; (2) artificial 
monuments; (3) distances; (4) courses; and (5) quantity. ‘But the controlling 
consideration is the intention of the party or Reseed | 

The element on which the Government rests its case is, in the sense used, a 
“quantity”; i. e., an angle of 10’. As against a specific course, south 16° 50’ east 
the hy thesized angle of 10’ must give way. Since there is no monument on 
Bayou Barataria, the only call that can be followed is south 16° 50’ east. 


§ Dufrene v. Bernstein (181 So. 859, 860 (1938)). 
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SUBPENA POWER FOR COMMODITY EXCHANGE 
AUTHORITY 





Mary 9, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Cooter, from the Committee on Agriculture, submitted the 
following 


REPORT 
(To accompany H. R. 4514] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 4514) to strengthen the investigation provisions of the Com- 
modity Exchange Act, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


STATEMENT 


The purpose of this bill is to confer on the Commodity Exchange 
Authority of the Department of Agriculture authority for the use of 
subpenas in the conduct of its investigations similar to the authority 
available to virtually all the other regulatory agencies of the 
Government. 

The Commodity Exchange Authority is the agency of the Depart- 
ment which administers the provisions of the Commodity Exchange 
Act with respect to — over and — of the trading in 
commodity futures. The scrutiny of books and records and the 


investigation of activities in the futures markets are —— parts 


of its operation, but at the present time the Authority does not have 
the power to issue subpenas until it has conducted sufficient investi- 
yee without that power to issue an official complaint and begin 
ormal administrative proceedings. 

This bill will remedy this obvious weakness in adequate adminis- 
tration of the Commodity Exchange Act by giving the Authority 
subpena power in the performance of its duties identical with that 
authorized by the Interstate Commerce Act for the Interstate 

mmerce Commission. 
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All the witnesses at the hearing on the bill appeared in favor of its 
enactment and the committee knows of no opposition to it. Following 
is the favorable report of the Department of Agriculture. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 27, 1955. 
Hon. Harotp D. Coo tey, 
Chairman, Committee on Agricalture, 
House of Representatives. 

Dear ConcressMAN Cooter: This is in response to the telephone request 
today by the clerk of the Committee on Agriculture that a report be submitted 
today with respect to H. R. 4514. 

The Department recommends the enactment of H. R. 4514. 

The bill proposes to amend the Commodity Exchange Act, as amended, by 
authorizing the issuance of subpenas incident to the conduct of investigations 
necessary in the administration of the act. Such authority would enable the 
Department to subpena witnesses and records without first having to conduct 
extended investigations with subsequent issuance of official complaints necessi- 
tating formal administrative proceedings. The authority proposed by H. R. 
4514 would be of great help to the Department in facilitating investigations 
under the Commodity Exchange Act. The absence of such authority, exercised 
by other regulatory agencies, has proved a severe handicap in the enforcement of 
regulatory. provisions of the statute. 

The Department believes that the enactment of this bill would not require any 
additional appropriation. 

The Budget Bureau advises that there is no objection to the submission of this 
report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is in italics; existing law in which no change is 
proposed is shown in roman): 


Commopitry Excuance Act (7 U.S. C. 1-17) 
* * * * * * * 


Sec. 6 (b) (7 U. 8. C. 15) [For the purpose of securing effective enforcement of 
the provisions of this chapter, the provisions, including penalties, of sections 12 
and 46-48 of Title 49, as amended and supplemented relating to the attendance 
and testimony of witnesses, the production of documentary evidence, and the 
immunity of witnesses, are made applicable to the power, jurisdiction, and 
authority of the Secretary of Agriculture, the said commission, and said referee 
in proceedings under this chapter, and to persons subject to its ape 
For the purpose of securing effective enforcement of the provisions of this Act, anc 
for the purpose of any investigation or proceeding under this Act, the provisions, 
including penalties, of the Interstate Commerce Act, as amended and supplemented 
(49 U.S. C. 12, 46, 47, 48), relating to the attendance and testimony of witnesses, 
the production cf documentary evidence, and the immunity of witnesses, are made 
applicable to the power, jurisdiction and authority of the Secretary of Agriculture 
(or any person designated by him), the commission, and any referee designated pur- 
suant to the provisions of this Act, and to any person subject thereto. 
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MILITARY PERSONNEL AND CIVILIAN EMPLOYEES’ 
CLAIMS ACT OF 1955 





May 9, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Lang, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 5650} 


The Committee on the Judiciary, to whom was referred the bill 


(H. R. 5650) to provide for the settlement of claims of military person- 
nel and civilian employees of the Federal Government for damage to, 
or loss, destruction, capture, or abandonment of, personal property 
occurring incident to their service, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


STATEMENT OF FACT 


This proposed legislation was submitted to the Speaker of the 
House of Representatives on April 5, 1955, by the Secretary of Com- 
merce and referred to this committee. 

After careful study, the committee believes the suggested legislation 
is meritorious, and recommends passage of the bill. 

The communication from the Department of Commerce explains 
fully the need for the legislation and the purpose of its provisions. 
That communication is as follows: 


Tue Secretary or Commerce, 


Washington, April 5, 1956. 
Hon. Sam Raypurn, 


Speaker of the House of Representatives, 
Washington 25, D. C. 

Dear Mr. Speaker: In September 1952, some 103 employees of this Depart- 
ment at Wake Island suffered losses of personal property when the Government- 
owned quarters which they occupied were destroyed or damaged by a typhoon. 
We feel that these employees should be compensated. The losses occurred 
through no fault of the employees, directly as a result of the fact that they were 
required by their employer, the United States Government, to live in Govern- 
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ment-owned and Government-maintained quarters, which proved inadequate to 
protect the employees from weather that could have been expected at that 
station. 

Shortly after the occurrence of these losses, while this Department was con- 
sidering the submission of private bills to pay these claims, we received a sug- 
— from Congressman Chauncey W. Reed, then chairman of the House 

udiciary Committee, that we prepare, instead, a draft of general legislation to 
permit administrative payment of claims of this type by heads of executive 
agencies without, in each case, presenting them to Congress for adjustment 
through private bills. We complied with Congressman Reed’s suggestion, and 
after clearance with the other executive agencies, submitted the enclosed draft 
proposal, ‘“‘To provide for the settlement of claims of military personnel and 
civilian employees of the Federal Government for damage to, or loss, destruction, 
capture, or abandonment of personal property occurring incident to their service, 
and for other purposes” which was introduced in Congress on June 7, 1954, as 
H. R. 9461, 83d Congress. The 83d Congress adjourned shortly thereafter, 
without having had an opportunity to consider this bill. We request that the 
bill be reintroduced, and we recommend that it be given early and favorable 
consideration by this Congress. 

The language of the bill was adapted from those parts of the Military Personnel 
Claims Act of 1945, as amended (31 U. 8. C. 222c¢ through 222h), which deal 
with this subject; the only major change which has been made is to extend to the 
heads of all independent Federal agencies the same authority that the 1945 act 
grants to the Secretaries of Defense, the Army, the Navy, and the Air Force. 

The draft bill would authorize settlement of claims arising on or after June 25, 
1950. We believe that the date chosen is appropriate, since it coincides with the 
commencement of the Korean war and would, therefore, cover the bulk of out- 
standing claims. 

We have been advised by the Bureau of the Budget that they would interpose 
no objection to the submission of this draft legislation to the Congress. 

Sincerely yours, 
Sinctarnk WEEKS, 
Secretary of Commerce. 
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AUTHORIZING SETTLEMENT OF CLAIMS FOR RESIDENTIAL STRUC- 
TURES HERETOFORE ERECTED AT THE EXPENSE OF PATIENTS 
ON THE GROUNDS OF THE PUBLIC HEALTH SERVICE HOSPITAL, 
CARVILLE, LA. 





May 9, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Lang, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. R. 5787) 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5787) to authorize settlement of claims for residential structures 
heretofore erected at the expense of patients on the grounds of the 
Public Health Service Hospital, Carville, La., having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


This proposed legislation was submitted to the Speaker of the House 
of Representatives and referred to this committee for consideration. 
After careful study your committee concurs in the recommendation 
of the Department of Health, Education, and Welfare. 

Letter from the Department is as follows: 


DEPARTMENT OF HEALTH, EpucATION, AND WELFARE, 
Washington, April 19, 1956. 
Hon. Sam RayBurn, 

Speaker of the House of Representatives. 


Dear Mr. Speaxer: Enclosed for your consideration is a draft of a bill to 
authorize settlement of claims for residential structures heretofore erected at the 
7 aera of patients on the grounds of the Public Health Service Hospital, Carville, 


Since 1921, the Public Health Service has operated a hospital at Carville, La., 
for the care and treatment of persons afflicted with leprosy. Until a few years 
ago patients entering the hospital for the treatment of leprosy remained for a 
prolonged period or even a lifetime. Under the circumstances they found it 
necessary to adjust themselves to a quite confining and limited existence. As 
time went on some of them expressed a desire to live outside the dormitory 
facilities provided by the Government and thus enjoy a more homelike atmosphere. 

ver a period of years, a number of patients have constructed, maintained, and 
improved at their own expense dodien on the hospital grounds which they 
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consider as their private residences. Permission was given in certain cases by 
the medical officer in charge to construct these dwellings. They have been used 
by various patients from time to time and transfers of the dwellings between 
patients have been accomplished by sale, rental, or by will. 

In view of the progress that has been made in recent years in the treatment of 
leprosy, patients are more hopeful of shortening their length of stay at the hospital. 
Consequently, as the patients are gradually becoming eligible for discharge, those 
occupying the cottages are interested in knowing whether there is any possibility 
of obtaining an equitable financial settlement from the Government for their 
personal investment or whether they have sufficient legal interest to sell or rent 
to other patients. 

Several of the buildings are poorly constructed and should be removed. Others 
will eventually deteriorate and will also have to be removed. In view of their 
general condition it is not advisable to permit further repairs or improvements. 
On the other hand, some of the dwellings are of more permanent construction and 
could be used for assignment to patients on the basis of therapeutic need. As to 
all buildings, however, the facilities for providing utilities services to the cottages 
are inadequate and overloaded. 

Under the circumstances, it would be desirable to eliminate any question in the 
minds of the patients and others as to the Government’s jurisdiction, ownership, 
and control of these buildings. The enclosed bill will accomplish this in a manner 
which will be equitable to all concerned by permitting reasonable settlements with 
the patients. 

he enclosed draft bill would authorize the Secretary to settle or compromise all 
claims of any right or title to or interest in these structures, including furniture 
and fixtures. This authorization would apply only to structures erected by pa- 
tients at their own expense prior to January 1, 1954. The amounts for which 
the claims were settled or compromised would be arrived at by agreement between 
the Secretary and theclaimants. The Secretary’s action in settling or compromis- 
ing the claims would, however, be subject to ‘approval by the Administrator of 
Jeneral Services. The bill would also make it clear that it was not intended to 
affect the Attorney General’s authority to conduct litigation affecting the United 
States. 

We shall appreciate it if you will be good enough to refer the enclosed draft bill 
to the proper committee for consideration. 

The Bureau of the Budget has advised that it perceives no objection to the 
submission of this proposed legislation to the Congress for its consideration. 

Sincerely yours, 


AUTHORIZING SETTLEMENT OF CLAIMS OF PATIENTS 


Oveta CuLp Hossy, 
Secretary. 
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AMENDING SECTION 1721, TITLE 18, UNITED STATES 


CODE, RELATING TO THE SALE OR PLEDGE OF POSTAGE 
STAMPS 





May 9, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Wiis, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 5417] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5417) to amend section 1721, title 18, United States Code, 
relating to the sale or pledge of postage stamps, having considered 
the same, report favorably thereon with an amendment and recom- 
mend that the bill do pass. 

The amendment is as follows: 


a 


Page 1, line 7, after the word “willfully” insert a colon. 


PURPOSE OF AMENDMENT 


This is a clerical amendment; the colon was inadvertently omitted 
when the bill was introduced. 


HISTORY AND PURPOSE OF LEGISLATION 


This bill was introduced at the request of the Post Office Depart- 
ment. Similar legislation was introduced in the 83d Congress (H. R. 
7326, H. Rept. No. 2547) and passed the House on August 3, 1954, 
but, because of the imminence of adjournment and the lack of time to 
properly consider the bill, the Senate took no action. The bill has a 
twofold purpose: 

(1) It seeks to broaden the class of postal employees who are pro- 
hibited by existing law from inducing or attempting to induce any 
person to purchase postage stamps, stamped envelopes, or postal 
cards for the purpose of increasing the emoluments or compensation 


of the postmaster or any employee of any post office or any station or 
branch thereof; and 
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(2) It seeks to broaden the prohibition of existing law to include 
the inflation of postal receipts other than by the improper sale of 
postage stamps, stamped envelopes, or postal cards. 


STATEMENT 


Under existing law, only those employees who are “entrusted with 
the sale or custody of postage stamps, stamped envelopes, or postal 
cards” are prohibited from making or attempting to make such sales 
for the purpose mentioned. There are, however, numerous postal 
employees who could benefit by inflated postal receipts who are not 
entrusted with the sale of postage stamps, stamped envelopes, or 
postal cards. Among such employees not covered by the present law 
are assistant ome superintendents of mail, and a number of 
others. The bill would expand the law to include all such employees. 

As to the second objective of the bill—to broaden the language to 
include the inflation of postal receipts other than by the improper sale 
of postage stamps, stamped envelopes, or postal cards—perhaps the 
most important purpose is to bring within the prohibition of the law 
the inflation of postal — by meter settings. The continually 
increasing sales of postage by means of meter settings is —— 
known, and there are other methods of selling postage without the 
use of stamps or stamped envelopes or cards. Inducing the se 
inflation of postal receipts by the sale of meter settings or by other 
sales not involving stamps or stamped envelopes or cards is not now 
prohibited by law. This bill would broaden the law to cover any 
type of such inflation. 


DEPARTMENTAL COMMUNICATION 


There is inserted and made a part of this report the executive com- 
munication from the Post Office Department dated March 28, 1955. 





Orrice or THE PostMasTeR GENERAL, 
Washington 25, D. C., March 28, 1955. 
Hon. Sam Raysourn, 
Speaker of the House of Representatives. 

Dear Mr. Spesxer: There is transmitted herewith a draft proposal of legisla- 
tion to amend section 1721, title 18, United States Code, relating to the sale or 
pledge of postage stamps. 

The purpose of this proposed legislation is to broaden the class of postal em- 
ployees who are prohibited from inducing or attempting to induce any person 
to purchase postage stamps, stamped envelopes, or postal cards for the purpose 
of increasing the emoluments or compensation of the postmaster or any employee 
of any post office or any station or branch thereof. 

At the present time only those employees who are “entrusted with the sale or 
eustody of postage stamps, stam envelopes, or postal cards’’ are prohibited 
from making or attempting to make such sales for the purposes mentioned above. 
There are, however, other postal employees who may benefit directly or indirectly 
from the increase in receipts at the post offices at which they are employed and 
these employees, also, should be brought within this law, 

A case in point recently occurred. A money order clerk was employed by 5 
private concern after his duty hours in the post office where he worked. The clerk 
was the son of the postmaster. The clerk persuaded his private employer to 
purchase his post office meter impressions at such time as to increase the receipts 
of the post office for the year 1952. Upon being interviewed 7 a post office in- 
spector, the clerk stated that it was a matter of common knowledge that the re- 
ceipts of the office had been increasing for some time and that the office was ap- 
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proaching the $300,000 annual receipt category. The reaching of this receipt 
range would result in an increase in compensation for the postmaster and various 
supervisory employees. The clerk further admitted to the inspector that by 
making his ———— concerning the meter settings to his private employer he 
intended to influence the salaries of the officials at the office in question. 

The facts in the case were presented to the assistant United States attorney for 
the proper district who declined to prosecute because the money order clerk was 
not an employee “entrusted with the sale or custody of postage stamps, stamped 
envelopes, or postal cards,” as prescribed by the statute. 

It is to prevent occurrences such as that above related, and other similar situa- 
tions, that this proposal is being submitted. 

It is believed that the suggested legislation is in the public interest, and its 
early enactment is recommended. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this legislative proposal to Congress. 

Sincerely yours, 
Cuartes R. Hook, Jr., 
Acting Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is printed below in roman type without 
brackets, existing law in which no change is proposed by the bill; 

resent provisions proposed to be stricken are enclosed in black 


rackets; and new provisions proposed to be inserted are shown in 
italic: 


Section 1721, Tirte 18, Unrrep States Cope 


§ 1721. Sale or pledge of stamps. 


Whoever, being a postmaster or Postal Service employee [entrusted with the 
sale or custody of postage stamps, stamped envelopes, or postal cards, ] knowingly 


and willfully: uses or disposes of [them] postage stamps, stamped envelopes, or 
postal cards entrusted to his care or custody in the payment of debts, or in the pur- 
chase of merchandise or other salable articles, or pledges or hypothecates the same 
or sells or disposes of them except for cash; or sells or disposes of postage stamps 
or postal cards for any larger or less sum than the values indicated on their faces; 
or sells or disposes of stamped envelopes for a larger or less sum than is charged 
therefor by the Post Office Department for like quantities; or sells or disposes of 
postage stamps, stamped envelopes, or postal cards at any point or place outside 
of the delivery of the office where such postmaster or other person is employed; 
or for the purpose of increasing the emoluments, or compensation of the post- 
master or any employee of a post office or station or branch thereof, [or the allow- 
ances or facilities provided therefor, induces or attempts to induce any person to 
purchase at such] inflates or induces the inflation of the receipts of any post office 
or any station or branch [thereof,] thereof; [or from any employee of such post 
office, postage stamps, stamped envelopes or postal cards;] or sells or disposes of 
pouaee stamps, stamped ervelopes, or postal cards, otherwise than as provided 

y law or the regulations of the Post Office [Department,] Department; shall be 
fined not more than $500 or imprisoned not more than one year, or both. 
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LOWERING LIGHTHOUSE SERVICE RETIREMENT AGE 





May 10, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries; 
submitted the following 


REPORT 


[To accompany H. R, 3399] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 3399) to lower the age requirements with respect 
to optional retirement of persons serving in the Coast Guard who 
served in the former Lighthouse Service, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of this bill is to reduce the optional retirement age of 
civilian employees of the Coast Guard who were members of the 
Lighthouse Service from 65 to 60. There is mandatory retirement 
at age 70 and optional retirement under the present law at 65 for those 
who have served at least 30 years. This bill, in addition to reducing 
the optional retirement to 60 for 30 years’ service, permits retirement 
at 62 for those with at least 25 years’ service. 

This bill can be justified on two separate grounds. First, the work 
of the class of pth covered by the bill, lightkeepers, mechanics, 
and laborers in the field service, is fairly heavy and becomes increas- 
ingly difficult with advancing age. Second, most of the other retire- 
ment systems, Coast and Geodetic Survey, Public Health Service, 
civil service, and the Armed Forces, permit retirement at not over 60 
with 30 years’ service. This bill, therefore, is designed to bring the 
requirements of this retirement system more nearly in line with the 
other systems covering Government employees. 

The Bureau of the Budget has recommended favorable action and 
the Treasury Department has no objection thereto. Their reports 
and that of the Civil Service Commission follow: 


74008°—57 H. Rept., 84-1, vol. 2——111 








LOWERING LIGHTHOUSE SERVICE RETIREMENT AGE 











Unrrep Sratres Crvit Servics Commission, 
Washington 25, D. C., March 21, 1956: 
Hon: Hersert C. Bo 


NNER, 
Chairman, Commitiee on Merchant Marine and Fisheries, 
House of Representatives, Old House Office Building. 
Dear Mr. Bonner: I am referring further to your letter of February 4, 1955, 
relative to H. R. 3399, a bill to lower the age requirements with respect to optional 
retirement of persons serving in the Coast Guard who served in the former Light- 





house Service. F 
The act of June 20, 1918, as amended, sets up a noncontributory retirement ( 
system for officers and employees engaged in the field service or on vessels of the 


Lighthouse Service, except persons continuously eactored in district offices or 
shops. The Lighthouse Service has since been consolidated with the Coast Guard, 
but certain of its officers and employees are still covered by the cited system. The 
governing statute allows such persons to retire at their option upon attaining age 
65 and completing 30 years’ Government service. 

The bill would amend this option to permit the employee’s retirement at age 
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60 with 30 years’ service or at age 62 after 25 years’ employment. F 

Under the Civil Service Retirement Act, which covers Government employees u 

generally and requires an employee contribution amounting to 6 percent of basic 2 
salary, optional retirement is allowed at age 60 with 30 years of service or at age 62 

after 15 years. Since the Lighthouse Service system is administered by the a 

Coast Guard, however, the Commission does not feel warranted in making com- - 

ment on the merits of this proposal. t! 

By direction of the Commission: r 

Sincerely, bs 

Pure Youna, Chairman. u 

b 

Executive OFFICE OF THE PRESIDENT, w 

BuREAU OF THE Bupcet, in 


Washington 25, D. C., April 25, 1956. 
Hon. Hersert C. Bonner, 


Chairman, Commiitee on Merchant Marine and Fisheries ni 
House of Representatives, 219 Old House Office Building, 
Washington 25, D. C. 

My Dear Mr. Cuarrman: As requested in your letter of February 4, 1955, 
this Bureau has reviewed H. R. 3399, a bill to lower the age requirements with 
respect to optional retirement of persons serving in the Coast Guard who served 
in the former Lighthouse Service. 

H. R. 3399 would permit employees of the Coast Guard who are still subject 
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to the Lighthouse Service retirement plan to retire at their option at age 60 R 
after 30 years of Government service or at age 62 after 25 years of Government ; . 
service. Under the current plan such employees are permitted to retire optionally di 
at 65 after 30 years of service. The other features of this retirement plan en 
would not be affected by the bill. mr 
In certain respects the noncontributory Lighthouse Service retirement plan 

is like other noncontributory Federal retirement plans such as those for military 

; personnel. However, military personnel aerated may retire after 20 years of 
= service regardless of age, and members of the Coast and Geodetic Survey and 
2 the Public Health Service systems are required to have 30 years of service, but ho 
‘ may retire optionally after such service regardless of age. The major contributory [wv 
- retirement systems for Federal personnel, including the regular civil service in 
retirement system, generally permit optional retirement at age 60 with 30 years siz 
of service or at age 62 with 15 or fewer years of service. By comparison, there- (2) 
ss fore, the current Lighthouse Service retirement — has a greater age and service the 
: sagen than other retirement systems for Federal employees. per 
ee . R. 3399 would thus bring the age and service requirements of the Light- the 
: house Service retirement system somewhat more in line with those of other of | 
F Federal employee retirement systems. Accordingly, the Bureau of the Budget sur 
recommends favorable consideration of the bill by your committee. = yes 
Sincerely yours, dey 
Donautp R, Betcuer, Assistant Director. exc 


Suri 
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LOWERING LIGHTHOUSE SERVICE RETIREMENT AGE 


Treasury DEPARTMENT, 
Washington, May 2, 1956. 
Hon. Hersert C. Bonner, 


hairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: Reference is made to the request of your committee 
for the views of the Treasury Department with respect to Hi. R. 3399, to lower the 
age requirements with respect to optional retirement of persons serving in the 
Coast Guard who served in the former Lighthouse Service. 

Certain civilian employees of the Coast Guard who were also in the former 
Lighthouse Service may at their option retire at the age of 65 if they have at 
least 30 years service. Retirement at age 70 is mandatory for these employees. 
These provisions are contained in section 6 of the act of June 20, 1918. The 
employees covered under this section are those engaged in the field service, such 
as lightkeepers, mechanics, and laborers. 

The purpose of this bill is to amend section 6 of the act of June 20, 1918, ta 
provide that an employee under the section may at his option (1) retire at age 60 
if he has at least 30 years’ active service, and (2) retire at age 62 if he has at least 
25 years’ active service. 

t Guard employees to which section 6 is applicable often find on reaching 
age 60 that it is difficult to perform heavy duties required in certain jobs. For 
example, it may be difficult for a lightkeeper older than 60 to climb the stairs to 
the tower of a light station. The provisions of H. R. 3399 would permit him to 
retire earlier. The bill if enacted would also make the permissive retirement age 
of those affected nearer to the age of retirement provided for civil service employees 
under the Civil Service Act. 

There are approximately 360 Coast Guard employees that would be affected 
by the passage of this bill. The estimated additional cost to the Coast Guard 
under the provisions of the bill would be $102,000 for the fiscal year 1956, assum- 
ing that those eligible will take advantage of its provisions. 

The Treasury Department has no objection to the enactment of H. R. 3399. 

The Department has been advised by the Bureau of the Budget that there is 
no objetion to the submission of this report to your committee. 

Very truly yours, 

H. Cuapman Rosse, 
Acting Secretary of the Treasury. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


33 Unrrep States Cope, Section 763 


All officers and employees engaged in the field service or on vessels of the Light- 
house Service, except persons continuously employed in district offices or shops, 
[who shall have reached the age of sixty-five years, after having been thirty years 
in the active service of the Government,] who (1) shall have reached the age of 
sizty years, after having been thirty years in the active service of the Government, or 
(2) shall have reached the age of sixty-two years, after having been twenty-five years in 
the active service of the Government, may at their option be retired from further 
performance of duty; and all such officers and employees who shall have reached 
the age of seventy vears shall be compulsorily retired from further performance 
of duty: Provided, ‘That the annual compensation of persons so retired shall be a 
sum equal to one-fortieth of the average annual pay received for the last five 
years of service for each year of active service in the Lighthouse Service, or in a 
department or branch of the Government having a retirement system, not to 
exceed in any case thirty-fortieths of such average annual pay received: Provided 
further, That such retirement pay shall not include any amount on account of 
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subsistence or other allowance: Provided further, That the retirement provisions 
and pay shall not apply to persons in the field service of the Lighthouse Service 
whose duties do not require substantially all their time. 

Sxc. 2. This Act shall take effect on the first day of the second month beginning 
after the date of enactment of this Act. 


O 
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AUTHORIZE EARLY COAST GUARD DISCHARGES 





May 10, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. R. 5224] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 5224) to amend title 14, United States Code, 
entitled “Coast Guard,” to authorize certain early discharges of 
enlisted personnel, having considered the same, report favorably 
thereon with an amendment and recommend that the bill do pass. 

The amendment is as follows: 

Amend the title so as to read: 

A bill to amend title 14, United States Code, entitled “Coast Guard”, to 
authorize certain early discharges of enlisted personnel, and preserve their rights, 
privileges, and benefits. 

The purpose of the bill is to minimize fluctuations in Coast Guard 
enlistments and facilitate a more stable rate of enlistments, at the 
same time preserving to the enlisted man such rights, privileges, and 
benefits as he may have acquired by reason of his service. From 
time to time, by reason of the institution of a new program, such as 
the port security program, there is an increased need for men, with 
consequent increases in enlistments within a brief period. Four years 
later, at the expiration of those enlistments, there arises the necessity 
of replacement within a short time. The effect of this bill is to extend 
the period of time during which such replacement might be made 
without exceeding the ceiling on personnel authorization. 

Actually, the Coast Guard already possesses authority to discharge 
men before the expiration of their enlistment but there exists no provi- 
sion to preserve their rights in the event of such discharge. This bill 
provides for the retention of rights, privileges, and benefits in the event 
of an early discharge. Thus, under this bill, the only effect of a dis- 
charge within 3 months of the expiration of the term of enlistment 
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would be the loss of active duty pay for the period not served. The 
Navy has had similar authority since 1912. 

In order to clarify the intent of the bill in this respect, the title 
thereof was amended by the committee to add the words, “and pre- 
serve their rights, privileges, and benefits.” 

The bill was the subject of an executive communication from the 
Secretary of the Treasury as follows: 


Treasury DEPARTMENT, 
Washington, March 21, 1956. 
The Speaker or THe House or REPRESENTATIVES. 

Str: There is transmitted herewith a draft of a proposed bill to amend title 
14, United States Code, entitled “Coast Guard,” to authorize certain early dis- 
charges of enlisted personnel. 

The purpose of this proposed legislation is to add a new section to title 14, 
United States Code. 

The addition of section 370 would authorize the Coast Guard to discharge 
enlisted men at any time within 3 months before the expiration of the term of 
enlistment or extended enlistment without prejudicing the aig of the man 
involved, except that he would not receive pay and allowances for the unexpired 
— not served. This authority would aid the Coast Guard in leveling fluc- 

uations of enlistment and would assist in the achievement of a more stable rate 
of recruitment. It would be similar to the authority provided for the Navy by 
the act of August 22, 1912 (37 Stat. 331; 34 U. 8S. C. 195). 
y It would be appreciated if you would lay the proposed bill before the House 
of Representatives. A similar proposed bill has been transmitted to the President 
of the Senate. 

The Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this proposed legislation to the Congress, 

Very truly yours, 
H. Cuapman Rose, 
Assistant Secretary of the Treasury. 


A BILL To amend title 14, United States Code, entitled “Coast Guard”, to authorize certain early 
discharges of enlisted personnel 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the analysis of chapter 11 of title 14, United 
States Code, is amended by inserting following and underneath item 369 in such 
analysis, the following item: 

“370. Discharge with three months before expiration of enlistment.” 


Sec. 2. Chapter 11 of title 14, United States Code, is amended by inserting, 
immediately following section 369 thereof, a new section, as follows: 


**§ 370. Discharge within three months before expiration of enlistment 
“Under regulations prescribed by the Secretary, any enlisted man may be dis- 
charged at any time within three months before the expiration of his term of 
enlistment or extended enlistment without prejudice to any right, privilege, or 
benefit that he would have received, except pay and allowances for the unexpired 
eriod not served, or to which he would thereafter become entitled, had he served 
is full term of enlistment or extended enlistment.” 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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UNITED STATES CODE, TITLE 14 
CHAPTER 11—PERSONNEL 


COMMISSIONED OFFICERS 


BR 


Filling of vacancies. 

Promotion of officers to flag rank. 

Filling of vacancies by promotion. 

Filling of vacancies by appointment. 

Permanent appointments. 

Temporary appointments. 

Promotion and dismissal of temporary commissioned officers. 
Appointment of commissioned warrant officers. 

Revocation of commissions during first three years of commissioned service. 
Compulsory retirement at age of sixty-two. 

Voluntary retirement after thirty years’ service. 

Voluntary retirement after twenty years’ service. 

Retirement for failure in physical examination for promotion. 
Personnel Board; procedure; recommendations. 

Pay and grade upon involuntary retirement after thirty years’ service. 
Pay and grade upon involuntary retirement after ten years’ service. 
Voluntary retirement when out of line of promotion. 

Retirement in case of special] commendation. 

Recall to active duty during war or national emergency. 

. Recall to active duty with consent of officer. 

. Relief of retired officer promoted while on active ott 

. Retirement in cases where higher grade has been held. 

Resignation when out of line of promotion. 


ESBABEERESEENERERS 


WARRANT OFFICERS 
. Permanent appointments. 
Temporary appointments, 
. Compulsory retirement at of sixty-two. 
. Voluntary retirement after thirty years’ service. 
. Voluntary retirement after twenty years’ service. 
. Retirement upon recommendation of Personnel Board. 
. Pay upon involuntary retirement after thirty years’ service. 
. Retirement in case of special commendation. 
310, Recall to active duty during war or national emergency. 
311. Recall to active duty with consent of officer. 
312. Relief of retired warrant officer promoted while on active duty. 
313. Retirement in cases where higher grade has been held, 
$14, 315. (Repealed.) 
ENLISTED MEN 
351. Enlistments. 
352, Promotion. 
. Compulsory retirement at of sixty-two. 
354. Voluntary retirement after thirty years’ service. 
355. Voluntary retirement after twenty years’ service. 
. Enlisted Personnel Board. 
358, Limitation of retirements. 
359. Recall to active duty during war or national emergency. 
360. Recall to active duty with consent of man. 
361. Relief of retired man promoted while on active duty. 
362. Retirement in cases where higher grade or rating has been held. 
. Extension of enlistments. 
366. Retention beyond term of enlistment in case of disability. 
. Detention beyond term of enlistment. 
. Discharge in case of under-age enlistment. 
. Inclusion of certain conditions in enlistment contract. 
ge within three months before expiration of enlistment, 


Unirep Srates Cops, Tirtz 14 


Src. $70. Discharge within three months before expiration of enlistment under 
regulations prescribed by the Secretary, any enlisted man may be discharged at any 
time within three months before the expiration of his term of enlistment or extended 
enlistment without prejudice to any right, privilege, or benefit that he would have 
received, except pay and allowances for the unexpired period not served, or to which 
he would thereafter become entitled, had he served his full term of enlistment or 
extended enlistment. O 
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PROVIDING INVOLUNTARY RETIREMENT OF CERTAIN 
OFFICERS IN COAST GUARD 





Mar 10, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 
[To accompany H. R. 5875] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 5875) to amend title 14, United States Code, 
entitled “Coast Guard,” for the purpose of providing involuntary 
retirement of certain officers, and for other purposes, having con- 
sidered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendments are as follows: 

On page 2, line 5, delete the words “shall be placed on the retired 
list” and insert in lieu thereof “shall be retired’. 

On page 2, lines 16 and 17, delete the words “‘shall be placed on the 
retired list’”’ and insert in lieu thereof ‘‘shall be retired’’. 

On page 3, lines 21 and 22, delete the words “shall be placed on the 
retired list”? and insert in lieu thereof “shall be retired”’. 

On page 4, lines 6 and 7, delete the words “shall be placed on the . 
retired list’? and insert in lieu thereof ‘‘shall be retired’’. 

The purpose of this bill is to insure sufficient personnel turnover in 
the upper ranks of the Coast Guard to maintain the efficiency of the 
organization. At present there is developing within the organization 
a situation, by reason of age distribution of senior officers, whereby 
the promotion program faces virtual stagnation. Under existing law, 
the last of the 15 admirals presently serving will not reach the statu- 
tory retirement age of 62 until 1967. As a result, officers presently in 
the rank of captain cannot anticipate promotion until they have 
served about 35 years and are about 57 years old. By the same 
token, those serving in ranks below that of captain have little hope of 
promotion commensurate with their age, experience, and ability, with 
the result that the morale of the organization can reasonably be ex- 
pected to deteriorate. 

55006 















b 

; 

y 
: 
4 
E 
C 





DS Sg in Ura tae ies Se 


pd aS ihe BAS be) ta 


TRA RS ieee, ae ieee 


—UINIVERSITY OF MICHIGAN LIBRARIES 


2 RETIREMENT OF CERTAIN OFFICERS IN COAST GUARD 





The other armed forces ses. possess legislative authority to meet 
this same problem. While each service has a somewhat different 
approach, the fundamental solution is the same: to avoid stagnation 
in promotions by accelerating the retirement of higher ranking officers. 
Hitherto the Coast Guard has not been confronted with this problem 
since increases in the scope of its activities have occurred with sufficient 
sr assure a reasonable ft rasa program. But the pres- 
ent age distribution in higher ranking officers is such as to present an 
immediate problem that this bill is ren grt to meet. In the course 
of the hearing the committee amended the language of the bill to 
substitute the words, “shall be retired’ for “shall be placed on the 
retired list.’”” The purpose of the amendment is eanily to conform 
the language of the bill to existing statutory usage. 

The bill was the subject of an executive communication from the 
Secretary of the Treasury, which is as follows: 


TREASURY DEPARTMENT, 
Washington, March 31, 1956. 


The SPEAKER OF THE House oF REPRESENTATIVES. 


Str: There is transmitted herewith a draft of a Pa cage bill to amend title 
14, United States Code, entitled “Coast Guard,” for the purpose of providing 
involuntary retirement of certain officers, and for other purposes. 

The purpose of this oe (my to induce a necessary orderly flow of promotion 
in the officer ranks of the Guard by providing effective means for achieving 
a@ reasonable de of continuing forced attrition of officers in the grades of 
rear admiral and captain. Existing statutes are inadequate to accomplish this 


urpose. 
° A system of forced attrition as pro is necessary to provide an essential 
flow of promotion in officer grades in the Coast Guard. In the absence of reme- 
dial legislation the prospect is for stagnation in the higher grades and resultant 
progressive stagnation in the lower grades. Lack of timely promotions will 
adversely affect the initiative and morale of officers in lower es. Moreover, 
the essential flow of young, able, and vigorous officers into top management 
positions will be retarded. In turn, the efficiency of the Coast Guard will suffer. 

Briefly, the proposal provides that rear admirals with 7 years service in that 
grade or 35 years total commissioned service will be involuntarily retired. For 
captains, a continuing system of selection is provided whereby captains with at 
least 8 years service in that grade and 30 years total commissioned service would 
be considered for further retention on active duty by annual boards. Seventy- 
five percent of the eligible captains would be retained annually; the remaining 
25 percent would be involuntarily retired. There are provisions for retainin 
on active duty a required number of needed officers in each grade who woul 
otherwise be retired. The Commandant, Assistant Commandant, and Engineer 
in Chief would be exempt from the proposal while serving in those statutory 
positions. A memorandum is attached explaining in more detail the need for 
and nature of this pro l. 

It would be appreciated if you would lay the proposed bill before the House 
- Poegrensedives. A similar proposed bill has been transmitted to the President 
of t nate. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this proposed legislation to the Congress. 

Very truly yours, 
G. M. Humpurey, 
Secretary of the Treasury. 


MemoranpuM Re Proposep Britt To Amenp Titte 14, Unrtep States Cops, 
Entittep “Coast Guarp,” FoR THE Purpose or Provipine INVOLUNTARY 
RETIREMENT OF CERTAIN OFFICERS, AND FoR OTHER PuRPOSES 


This proposed legislation is designed to induce a necessary orderly flow of 
peomaiies in the officer renks of the Coast Guard by providing an effective means 
or achieving a reasonable degree of continuing forced attrition in the top grades 
of captain and rear admiral. Before —— @ sectional analysis of the pro- 
posal, it is desirable to first demonstrate the need for the legislation in terms of the 
retirement and promotion situation potential without it. 
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At the present time there are 15 admirals in the Coast Guard (14 rear admirals 
and 1 vice admiral, the Commandant). Of these 15 admirals, 3 are serving in 
statutory appointments as Commandant, Assistant Commandant, and Engineer 
in Chief, respectively. For purposes of this discussion a base figure of 15 admirals 
is used throughout. 

A study was recently made of the retirement expectancies of the admirals pres- 
ently on duty and the promotion outlook for captains in relation thereto. This 
study was based on the assumption that all present admirals would remain on 
active duty until reaching the statutory retirement age of 62. In terms of this 
study, the situation to be reasonably expected in the future unless relief is afforded 
in the form of the proposed legisiation is briefly described as follows: 

The last of the 15 admirals now on duty would retire for age in 1967. During 
the 13-year period 1955-67 the average attrition rate of those officers would be 
about 1.2 per year. 

Presently, the average age of all admirals is about 55; in 1961 this would have 
increased to about 57; by 1967 the average age would be about 59. 

Presently, the average admiral has about 32 years of total commissioned service; 
in 1961 this would have increased to about 35; by 1967 the average total service 
would be about 38. 

Until recently, the average captain selected for flag rank has been promoted to 
the grade of rear admiral in about his 30th year of total service at about age 52; 
in 1961 the typical captain possessing excellent qualifications for the higher grade 
could not expect promotion until about his 34th year of service at about age 56; 
by 1967 a similar well-qualified captain could not anticipate promotion to the 
grade of rear admiral until about his 36th year of service at sbout age 58; this 
latter officer could then expect only about 4 years service or less as an admiral 
before being forced out by age 62 retirement. 

While this forecast is based on the rather extreme expectancy of age 62 retire- 
ment alone, it is not believed that attrition from other causes would alter the 
picture to any significant degree. Thus the outlook is for progressive stagnation 
in the grade of rear admiral and a resultant growing stagnation in the lower grades. 

The proposed legislation will provide the relief needed. Once the forced at- 
trition principle of the proposal becomes fully operative the following comparative 
results should obtain: 

The rate of attrition of admirals should increase to about three per year. 

The average age of all admirals on active duty would remain fairly constant at 
about 54'4 years. 

At any given time, the average admiral on active duty would have about 32% 
years total service. 

The typical captain with excellent qualifications for the higher grade could 
expect promotion in about his 30th year of service at about age 52; he could 
expect to serve in the grade of rear admiral for at least 5 years. 

or purposes of a similar study for captains, a base figure of 150 is used, repre- 
senting the approximate number of captains presently on active duty. First, 
if the extreme case is taken that all present captains will remain on active duty 
until reaching the statutory retirement age of 62, the following will briefly demon- 
strate the expected retirement and promotion situation relative to that grade if 
remedial legislation is not obtained: 

By 1959 there will be as many captaias with over 30 years totai service as 
there will be captains with less than 30 years service. 

By 1963, and continuing thereafter, all 150 captains in the Coast Guard will 
have over 30 years service. 

In 1963 and thereafter the typical qualified commander could not expect to 
be promoted to captain until he was in about his 32d year of total service at 
about age 54. 

Since the extreme situtation is assumed in the foregoing analysis—that all 
captains will remain on active duty until age 62—the conclusions will probably be 
subject to some adjustments in actual practice. However, even assuming that 
the attrition rate for captains is five per year from all causes (as reasonably con- 
firmed by recent experience in the matter), the forecast is that by 1961 there will 
be as many captains with over 30 years service as there will be captains of less 
than 30 years service. By 1966 and afterwards there will be a constant ratio of 
about 130 captains with over 30 years service to about 20 captains with less than 
30 years service. 
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It can be seen that the outlook without remedial legislation is very unfavorable 
because stagnation in the grade of captain will result in proportional s ation 
in the lower grades. The orderly flow of promotion to higher ranks will be re- 
tarded. Discontent, lack of incentive, reduced initiative, and poor morale will 
follow. There will be an inadequate flow of young, able officers into top manage- 
ment posts. 

The proposed legislation will provide the means of materially correcting this 
situation. Once the forced attrition principle becomes fully operative the future 
situation will develop as follows: 

Beginning about 1963 there would be a constant ratio of about 30 captains with 
over 30 years service to about 120 captains with less than 30 years service—a very 
poe han balance between the experience of maturity and the drive of the more 
you i 

Almost immediately the flow of promotion would assume required orderly 
proportions, so that the average qualified commander could reasonably expect 
promotion to the grade of captain in about his 25th year of commissioned service, 
at about the age of 47. 

Section 247 of the pro legislation provides for the involuntary retirement 
of any rear admiral on June 30 of the fiscal year in which he completes either 7 
years of service as a permanent rear admiral or a total of 35 years active com- 
missioned service. No board action would be required to effect the retirement. 

Section 247 also contains a provision that the Commandant, with the approval 
of the Secretary, may retain on active duty from year to year any rear admiral 
who would otherwise be retired. This provision is required to permit the reten- 
tion of any such officer when the retention is necessary in the public interest. 

Section 247 would not apply to any officer serving in a statutory appointment 
as Commandant, Assistant Commandant, or Engineer in Chief. However, an 
officer who has completed his duty in a statutory appointment and resumed his 
place on the regular list of rear admirals would come under the involuntary 
retirement provision; all time served in those appointments would be included 
in any computation under that provision. 

While the same general principle of forced attrition would apply to officers in 
the grade of captain, circumstances require the application of a somewhat different 
concept of forced retirement for that grade. Retirement would not be automatic. 
Rather, section 248 of the proposal provides a basic method for retaining on the 
active list as “best fitted’’ a prescribed percentage of those captains who during 
any fiscal year complete both 8 or more years service in the grade of captain and 30 
or more years commissioned service, including appropriate constructive service. 
The captains to be retained would be selected by an annual board consisting of 
five or more rear admirals, whose function it would be to select as ‘‘best fitted” for 
retention on the active list 75 percent of those captains who have previously 
completed or who will complete both of the service requirements during the fiscal 
year in which the board convenes. The 25 percent not selected for retention would 
be retired on June 30 of that fiscal year. However, here too there is a provision 
for retention on the active list, in the public interest of captains among the 25 
percent who would otherwise be retired. An officer so retained would not again be 
eligible for consideration for retention by any subsequent annual board. He would 
be retired on June 30 of the fiscal year in which last retained under this authority. 

The Congress in recent years has provided each of the other Armed Forces 
with legislation designed to meet the same general problem that now faces the 
Coast Guard. 

The results to be expected from this proposed legislation would closely parallel 
the results now being obtained by the Navy through operation of its selection and 
promotion laws. 


A BILL To amend title 14, United States Code, entitled “Coast Guard”, for the purpose of providing 
involuntary retirement of certain officers, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That chapter 11 of title 14 of the United States 
Code is amended by— 

(1) inserting, in the analysis thereto after item 244 the following: 

“245. Repealed. 

“346. Repealed. 

“247. Rear admirals; involuntary retirement; retention on the active list, 

“248. Captains; retention on the active list; involuntary retirement.”’; 


and 


(2) inserting, immediately after section 244 thereof, the following new 
sections: 
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**§ 247. Rear admirals; involuntary retirement; retention on the active list 


“(a) Any rear admiral, unless retired under some other provision of law or 

retained on the active list under subsection (b) of this section, shall be placed on 
the retired list on June 30 of the fiscal year in which he completes a total of 
seven years of service in the permanent grade of rear admiral or a total of thirty- 
five years of active commissioned service, including service creditable for retire- 
ment purposes under sections 432, 433, and 434 of this title. 
w@“(b) Notwithstanding subsection (a) of this section, the Commandant, with 
the approval of the Secretary, may by annual action retain on the active list 
from fiscal year to fiscal year any rear admiral who would otherwise be retired 
under subsection (a). A rear admiral so retained, unless retired under some 
other provision of law, shall be placed on the retired list on June 30 of that fiscal 
year in which no action is taken to further retain him under this subsection. 

“(e) Subsections (a) and (b) of this section do not apply to any officer serving 
as Commandant, Assistant Commandant, or Engineer-in-Chief. However, time 
served in any of those offices shall be included in any computation made under 
subsection (a) after the officer has vacated the office. 


**$248. Captains; retention on the active list; involuntary retirement 


“(a) The Secretary shall convene annually during January a board consisting 
of not less than five commissioned officers of the grade of rear admiral. The 
board shall consider for retention on the active list, and shall select for retention 
on the active list 75 percent of, all captains who have completed, or who during 
the fiscal year in which the board meets will complete, a total of eight or more 
years of service, whether permanent or temporary, in the grade of captain, and 
a total of thirty or more years of active commissioned service, including service 
creditable for retirement purposes under sections 432, 433, and 434 of this title. 
When a final fraction occurs in any computation made of the number of captaius 
to be retained under this section, the nearest whole number shall be taken, and 
if the fraction be one-half, the next highest whole number shall be taken. 

“(b) Any captain who is considered by the board and is not selected for reten- 
tion under subsection (a) of this section, unless retired under some other provision 
of law or retained on the active list under subsection (ce) of this section, shall be 
placed on the retired list on June 30 of the fiscal year in which considered by 
the board. 

“(e) Notwithstanding subsection (b) of this section, the Commandant, with 
the approval of the Secretary, may by annual action retain on the active list 
from fiseal year to fiscal year any captain who would otherwise be retired under 
subsection (b). A captain so retained shall not be considered for retention on 
the active list by any subsequent board convened under subsection (a) of this 
section, and, unless retired under some other provision of law, shall be placed on 
the retired list on June 30 of that fiseal year in which no action is taken to further 
retain him under this subsection.” 

Sec. 2, This Act shall become effective on July 1, 1955. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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RETIREMENT OF CERTAIN OFFICERS IN COAST GUARD 


UNITED STATES CODE, TITLE 14 
CHAPTER 11—PERSONNEL 


COMMISSIONED OFFICERS 
See. 


221. Filling of vacancies. 

222. Promotion of officers to flag rank. 

223. Filling of vacancies by promotion. 

224. Filling of vacancies by appointment. 

225. Permanent appointments, 

226. Temporary appointments. 

227. Promotion and dismissal] of temporary commissioned officers, 

228. Appointment of commissioned warrant officers. 

229. Revocation of commissions during first three years of commissioned service. 
230. Compulsory retirement at age of sixty-two. 

231. Voluntary retirement after thirty years’ service. 

232. Voluntary retirement after twenty years’ service. 

234. Retirement for failure in physical examination for promotion. 

235. Personnel Board; procedure, recommendations. 

236. Pay and grade upon involuntary retirement after thirty years’ service. 
237. se and grade upon involuntary retirement after ten years’ service. 
238. Voluntary retirement when out of line of promotion. 

239. Retirement in case of special commendation. 

240. Recall to active duty during war or national emergency. 

241. Recall to active duty with consent of officer. 

242. Relief of retired officer promoted while on active duty. 

243. Retirement in cases where higher grade has been bela. 

244. Resignation when out of line of promotion. 

245. Repealed, 

246. Repealed. 

247. Rear admirals; ineoluntary retirement; retention on the active list. 
248. Captains; retention on the active list; involuntary retirement. 


Unrrep States Cops, Titus 14 


Sec. 247. _ ew involuntary retirement; retention on the ac- 
ive lis 


(a) Any rear admiral, unless retired under some other provision of law or retained 
on the active list under subsection (b) of this section, shall be placed on the retired 
list on June 80 of the fiscal year in which he completes a total of seven years of service 
in the permanent grade of rear admiral or a total of thirty-five years of active com- 
missioned service, including service creditable for retirement purposes under sections 
482, 483, and 434 of this title. 

(b) Notwithstanding subsection (a) of this section, the Commandant, with th 
approval o jthe Secretary, may by annual action retain on the active list from fiscal 
year to fiscal year any rear admiral who would otherwise be retired under subsection 
(a). <A rear admiral so retained, unless retired under some other provision of lav, 
shall be placed on the retired list on June 30 of that fiscal year in which no action is 
taken to further retain him under this subsection. 

(c) Subsections (a) and (b) of this section do not apply to any officer serving a: 
Commandant, Assistant Commandant, or Engineer-in-Chief. However, time served 
in any of those offices shall be included in any computation made under subsection (a) 
after the officer has vacated the office. 


Sec. 248. Captains; retention on the active list: involuntary retirement 


(a) The Secretary shall convene annually during January a board consisting of no 
less than five commissioned officers of the grade of rear admiral. The board shall con 
sider for retention on the active list, and shall select for retention on the active list 75 per 
centum of, all captains who have completed or who during the fiscal year in which the 
board meets will complete, a total of eight or more years of service, whether permanent or 
temporary, in the grade of captain, and a tolal of thirty or more years of active com- 
missioned service, including service creditable for retirement purposes under section 
432, 433, and 434 of this title. When a final fraction occurs in any computation 
made of the number of captains to be retained under this section, the nearest whole 
number sha!! be taken, and if the fraction be one-half, the next highest whole number 
shall be taken. 

(b) Any captain who is considered by the board and is not selected for retention 
under subsection (a) of this section, unless retired under some other provision of lav 
or retained on the active list under subsection (c) of this section, shall be placed on tht 
retired list on June 80 of the fiscal year in which considered by the board. 

(c) Notwithstanding subsection (b) of this section, the Commandant, with approvd 
of the Secretary, may by annual action retain on the active list from fiscal year ” 
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1st Session 


84TH CoNnGrEss } HOUSE OF REPRESENTATIVES | Report 
No. 573 





INCORPORATION OF ARMY AND NAVY LEGION OF VALOR 
OF UNITED STATES OF AMERICA 





May 10, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted 
the following 


REPORT 


(To accompany H. R. 3786] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3786) to authorize the incorporation of Army and Navy Legion 
of Valor of United States of America, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

GENERAL STATEMENT 


This is a bill to incorporate the Army and Navy Legion of Valor. 
The Army and Navy Legion of Valor was organized in Washington, 
D. C., in 1890 as the Medal of Honor Legion by Civil War veterans 
and men who had been awarded the Congressional Medal of Honor 
during the Indian campaigns. On November 25, 1918, the name of 
the organization was changed to its present name and its constitution 
amended to render eligible for membership recipients of the Dis- 
tinguished Service Cross. On September 13, 1933, the constitution 
was again amended to make recipients of the Navy Cross eligible for 
membership. Thus the membership of the organization is very 
exclusive. The only persons eligible for membership are persons who 
have been awarded the aforementioned three highest decorations our 
country can bestow for heroism in action, the Congressional Medal 
of Honor, the Distinguished Service Cross, and the Navy Cross. 

It must not be interpreted that only those who have been decorated 
have performed deeds of valor. There are countless thousands of 
men and women who have performed deeds of great heroism but 
unfortunately their acts have been unobserved. Only those who 
have been decorated, whose deeds were observed by impartial and 
disinterested eyewitnesses are eligible for membership in the Army 
and Navy Legion of Valor. 
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2 INCORPORATION OF ARMY AND NAVY LEGION OF VALOR 


The ee now has approximately 3,000 members from all ! 
parts of the country. It carries out a program of patriotic education : 
and public service. The Committee on the Judiciary feels that this 
is 8 meritorious bill and therefore reports H. R. 3786 favorably without 
amendment. 
O 
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84TH CoNGREsS } HOUSE OF REPRESENTATIVES ° f Report 
1st Session No. 574 





AMENDING THE AMERICAN LEGION CHARTER 





May 10, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary submitted the 
following 


REPORT 
[To accompany H. R, 3813] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3813) to amend the act incorporating the American Legion so 
as to redefine eligibility for membership therein, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

GENERAL STATEMENT 


This legislation makes a simple amendment to the Federal incor- 

ration act of the American Legion in relation to Korean veterans. 
Inder present law, Korean veterans are eligible for membership in 
the American Legion by virtue of title 36, United States Code, 
section 45, which provides eligibility for those who served in the 
Armed Forces from June 25, 1950, to the date of cessation of hostilities. 
This legislation makes the cutoff date for membership definite, July 
27, 1953, the date the truce went into effect, in place of the less 
definite provision, to wit, “the date of cessation of hostilities.” This 
clarification is meritorious and the Committee on the Judiciary 
favorably recommends its passage. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported (present provisions proposed to be stricken are ericlosed 
in black brackets; and new provisions proposed to be inserted are 
shown in italic): 
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2 AMENDING THE AMERICAN LEGION CHARTER 


Section 3 or tHE Act Aprrovep SepremBerR 16, 1919, Entirruep “AN Act To 
INcoRPORATE THE AMERICAN LEGION’, as AMENDED 


* * * * * * * 


Sec. 3. That the purpose of this corporation shall be: To uphold and defend 
the Constitution of the United States of America; to promote peace and good will 
among the peoples of the United States and all the nations of the earth; to preserve 
the memories and incidents of the two World Wars and the Korean hostilities fought 
to uphold democracy; to cement the ties and comradeship born of service; and 
to consecrate the efforts of its members to mutual helpfulness and service to their 
country. 


* o z= * * * . 


Secrion 5 or tHe Act Approvep SEPTEMBER 16, 1919, EntitLEp “AN Act To 
IncorPporATE Tue American LEGION”, aS AMENDED vs 


* * * * * * a 


Src. 5. That no person shall be a member of this corporation unless he has 
served in the naval or military services of the United States at some time during 
any of the following periods: April 6, 1917, to November 11, 1918; December 7, 
1941, to September 2, 1945; June 25, 1950, [to the date of cessation of hostilities, 
as determined by the United States Government] to July 27, 1953; all dates 
inclusive, or who, being a citizen of the United States at the time of entry therein, 
served in the military or naval service of any of the governments associated with 
the United States during said wars or hostilities: Provided, however, That such 
person shall have an honorable discharge or separation from such service or con- 
tinues to serve honorably after any of the aforesaid terminal dates. 


* > * * * * s 
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84TH CoNGREsS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 575 





AMENDING THE AMVETS CHARTER 





May 10, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 4754] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4754) to redefine eligibility for membership in AMVETS 
(American Veterans of World War II), having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


GENERAL STATEMENT 


This legislation makes a simple amendment to the Federal Incor- 
poration Act of the American Veterans of World War II (the 
AMVETS). Under present law there is no provision for member- 
ship in the AMVETS for Korean veterans. This bill makes Korean 
veterans eligible for such membership. There appears no reason why 
Korean veterans should not be entitled to the same membership 
rights in the AMVETS as others who have served in the Armed 
Forces in time of conflict. Accordingly, the Committee on the Judi- 
ciary favorably recommends this legislation. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Representa- 
tives, there is printed below in roman type without brackets existing 
law in which no change is proposed by enactment of the bill here 
reported, present provisions proposed to be stricken are enclosed in 


black brackets; and new provisions proposed to be inserted are shown 
in italics: 


Section 6 or tHe Act Approvep Jury 23, 1947 (Pusnic Law 216, E1cHTrets 
Coneress, 61 Srar. 407; 36 U. S. C. 672) as AMENDED 


? * * * * * * 
Sec. 6. Any person who served in the Armed Forces of the United States of 
America or any American citizen who served in the armed forces of an allied 
55006 
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2 AMENDING THE AMVETS CHARTER 


nation of the United States on or after September 16, 1940, [and before the ! 
termination of World War II] and on or before January $1, 1956, is eligible for 
regular membership in AMVETS, provided such service when terminated by 
discharge or release from active duty be by honorable discharge or separation. 
No person who is a member of, or who advocates the principles of, any organization 
believing in, or working for, the overthrow of the United States Government by 
force, and no person who refuses to uphold and defend the Constitution of the 
United States, shall be privileged to become, or continue to be, a member of this 
organization, 
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84TH ConaREss t HOUSE OF REPRESENTATIVES ~ { Report 
_ Ist Session No. 578 





PROVIDING PENALTIES FOR THREATS AGAINST THE 
PRESIDENT-ELECT AND THE VICE PRESIDENT 





Mar 10, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 734] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 734) to amend title 18, United States Code, section 871, to provide 
eae for threats against the President-elect and the Vice President, 


aving considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


GENERAL STATEMENT 


Title 18, United States Code, section 871, makes it a Federal crime 
willfully and knowingly to make any threat to take the life of or to 
inflict bodily harm upon the President of the United States, whether 
such threat is deposited for conveyance in the mail, or is otherwise 
communicated. The proposed legislation would amend present law 
to include, in addition to threats against the President, threats made 
— the President-elect and the Vice President of the United 

tates, 

The United States Secret Service, Treasury Department, is by law 
charged with the protection of the President-elect and Vice President, 
as well as the protection of the President and his family. It has been 
the experience of the Secret Service that the present law has been a 
great aid in the investigation of threats against the President, in that 
it permits prompt Federal action to be taken in the matter regardless 
of the manner in which the threats are communicated. Although it 
has been the past experience of the Secret Service that threats against 
the President-elect or the Vice President have been somewhat less 
numerous than those directed against our Presidents, there have been 
sufficient numbers of cases involving threats against the President-elect 
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2 PENALTIES FOR THREATS AGAINST PRESIDENT-ELECT 


and Vice President, investigation or prosecution of which have been 
hampered because of lack of an applicable Federal statute, to warrant 
the proposed amendment of title 18, United States Code, section 871, 
and the Treasury Department has recommended enactment of the 
proposed legislation. 

The Committee on the Judiciary is in agreement with the recom- 
mendations of the Treasury Department that it is necessary to grant 
protection against threats to the President-elect and the Vice President 
of the United States. No reason appears why they should not be 
accorded the same protection now accorded to the President of the 
United States. 

The Committee on the Judiciary believes that this legislation is 
meritorious ‘and, therefore, reports S. 734 favorably without amend- 
ment. 

Included herewith is the letter of the Acting Secretary of the Treas- 
ury with which was transmitted a draft of this proposed statute. 





JaNvuARY 5, 1955. 
The SPEAKER OF THE Hovuss OF REPRESENTATIVES. 


Srr: There is transmitted herewith a draft of a proposed bill to amend 18 
United States Code 871 to provide penalties for threats against the President- 
elect and the Vice President. ‘ 

Title 18, United States Code, section 871, makes it a Federal crime willfully 
and knowingly to make any threat to take the life of or to inflict bodily harm 
upon the President of the United States, whether such threat is deposited for 
conveyance in the mail, or is otherwise communicated. The proposed legislation 
would amend this statute to include, in addition to threats against the President, 
— made against the President-elect and the Vice President of the United 

tates. 

The United States Secret Service, Treasury Department, is by law charged 
with the protection of the President-elect and Vice President, as well as the 
eee oe of the President and his family. It has been the experience of the 

cret Service that the present law has been a great aid in the investigation of 
threats against the President, in that it permits prompt Federal action to be taken 
in the matter regardless of the manner in which the threats are communicated. 
Although it has been the past experience of the Secret Service that threats against 
Presidents-elect or Vice Presidents have been somewhat less numerous than those 
directed against our Presidents, there have been a sufficient number of cases in- 
volving threats against the President-elect and Vice President, investigation or 
pees of which have been hampered because of lack of an applicable 

ederal statute, to warrant the proposed amendment of title 18, United States 
Code, section 871. Accordingly, the Treasury Department recommends the 
enactment of the proposed legislation. 

A comparative type showing changes which the proposed legislation would 
make in existing law is enclosed for convenient reference. The proposed legisla- 
tion was submitted by the Department to the 83d Congress and introduced as 
S. 2602 and H. R. 5665. However, no further action was taken prior to adjourn- 
ment. 

It would be appreciated if you would lay the proposed bill before the House of 
Representatives. A similar proposed bill has been transmitted to the President 
of the Senate. ; 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this proposed legislation to the Congress. 

Very truly yours, 


H. Cuarman Rosz, 
Acting Secretary of the Treasury. 
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PENALTIES FOR THREATS AGAINST PRESIDENT-ELECT 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
as introduced; present provisions proposed to be stricken by the bill 
as introduced are enclosed in black brackets, and new provisions 
proposed to be inserted are shown in italic. 


Tirte 18, Unitrep Stares Cope, Section 871 


§ 871. Threats against President[.], President-elect, and Vice President. 


Whoever knowingly and willfully deposits for conveyance in the mail or for 
delivery from any post office, or by any letter carrier, any letter, paper, writing, 
rint, missive, or document containing any threat to take the life of or to inflict 
ily harm upon the President of the United States, the President-elect, or the 
Vice President of the United States, or knowingly and willfully otherwise makes any 
such threat against the President, President-elect, or Vice President, shall be fined 
not more than $1,000 or imprisoned not more than five years, or both. 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES © { Report 
1st Session No. 579 





INCREASING SALARIES FOR PART-TIME AND FULL-TIME 
REFEREES IN BANKRUPTCY 





May 10, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 4791} 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4791) to amend section 40 of the Bankruptcy Act, so as to 
increase salaries for part-time and full-time referees, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

Page 1, line 3, immediately after “40 a”, add “(11 U.S. C. 68 (a))”. 

Page 1, line 5, change the word “Rereree’s” to “Rereress” and 
immediately after this word “Rerreress” add a semicolon and the 
word “REFEREES’ ’’. 

oa 1, line 6, delete the short line between the word Rerserezs 
and the letter ‘a’. 

Page 1, line 11, the figures “$17,500” should be changed to read 
“$15,000”. 
age te 2, line 1, the figures “$9,000” should be changed to read 
‘$7,500’. 

PURPOSE OF THE BILL 


The purpose of this legislation is to increase the maximum annual 
compensation that may be paid full-time referees in bankruptcy 
Pp $12,500 to $15,000 and for part-time referees from $6,000 to 

,500. 

GENERAL STATEMENT 


It is generally recognized that the present maximum compensation 
for many referees in bankruptcy is inadequate. Referees have respon- 
sibilities and functions not unlike judges of the Federal district courts 


in the administration of the b 
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Referees’ Salary Act became law, the maximum compensation for 
full-time referees was fixed at '$10,000 per year. In that same: year, 
the compensation of judge of the Federal district courts was fixed at 
$15,000 per year. Since that time the cost of living and general income 
scale has risen greatly. In 1952 emergency relief was afforded ref- 
erees by raising the ceiling for full-time referees to $12,500 per year 
and for part-time referees da $5,000 to $6,000 per year. It was felt 
inappropriate to increase the referees’ compensation to more than 
$12,500 in view of the fact that compensation of judges of the Federal 
district courts remained at $15,000. However, recently the compen- 
sation of district court judges was increased to $22,500 and it is now 
possible to make a proper adjustment in the referees’ compensation. 

Another reason an increase in referees’ compensation is warranted 
at this time is the increase in the number of bankruptcy proceedings 
resulting in a greater workload. In 1948 there were 18,510 beni. 
ruptcy cases filed; in 1949, 26,021; in 1950, 33,392; in 1951, 35,193; 
in 1952, 34,873; in 1953, 40,087; in 1954, 53,136; and in the first 6 
months of fiscal 1954-55 there were 28,248 cases field. ‘To retain 
and obtain high-caliber referees requires that their compensation 
fairly take into account the cost of living and the burden of work 
involved. 

It should be noted that this legislation does not provide for an 
automatic increase in the compensation of referees. The present 

ractice remains unchanged by which the Judicial Conference of the 
United States, after advising with the judicial councils, district court 
judges, and the Director of the Administrative Office of the United 
States Courts, fixes the various referees’ salaries. ‘The Judicial Con- 
ference has authorized 75 full-time and 90 part-time referee positions 
beginning July 1, 1955. According to this authorization, 46 of the 
75 full-time referees will receive the present maximum annual com- 
pensation of $12,500, 11 will receive $11,250, 9 will receive $10,000, 3 
wiil receive $9,000, and 6 will receive $8,000. Of the 90 part-time 
referees, 25 will receive the present maximum annual compensation 
of $6,000. The 65 other part-time referees will receive lesser amounts 
ranging from $500 to $5,500 per year. 

The increase in the maximum annual compensation for referees will 
place no additional burden on the General Treasury. Referees’ 
salaries and expenses are paid out of the referees’ salary and expense 
funds. These funds are. made up of filing and other fees paid by 
parties in bankruptcy proceedings. At present, there is a substantial 
surplus in both these funds. As of March 31, 1955, there was a surplus 
of $2,588,380 in the referees’ salary fund and a surplus of $1,616,823 
in the referees’ expense fund. However, it is estimated that current 
income to these funds will be more than enough to pay whatever 
increases in compensation the Judicial Conference might authorize 
as a result of this legislation without impairing the already substantial 
surpluses. ‘This estimate takes into account the fact that the Judicial 
Conference lowered the fees paid by parties into these funds as recently 
as January 1, 1954. ea? 

For these reasons the Committee on the Judiciary favorably recom- 
mends this bill, H. R. 4791.: 

Included herewith is the report of the Director of the Administra- 
tive Office of the UnitediStates Courts on this bill. , 



































Te a eae eee 


i nl 





for 
rear, 
d at 
ome 

ref- 
year 
3 felt 
than 
deral 
ipen- 
now 
on. 
inted 
dings 
bank- 
», 193; 
irst 6 
retain 
sation 
work 


for an 
resent 
of the 
, court 
United 
1 Con- 
sitions 
of the 
1 com- 
,000, 3 
rt-time 
nsation 
mounts 


ees will 
eferees 
expense 
paid by 
stantial 
surplus 
616,823 

current 
rhatever 
uthorize 
ystantial 
Judicial 
recently 


y recom- 


ministra- 


INCREASING SALARIES FOR REFEREES IN BANKRUPTCY 3 


Apriz 8, 1955. 
Hon. EMANUAL CELLER, 
House of Representatives, 
Washington, D. C. 


Dear ConcressMAN CeLter: The bill H. R. 4791 about which you inquired on 
March 14, 1955, to amend section 40a of the Bankruptcy Act would raise the 
maximum limit upon salaries to be fixed by the Judicial Conference of the United 
States for full-time referees in bankruptcy from $12,500 to $17,500 per annum 
and for part-time referees from $6,000 to $9,000 per annum. 

The Judicial Conference considered this bill at a meeting held in Washington 
on March 24 and 25, 1955, and recommended an increase in the maximum salaries 
to be authorized for full-time referees to $15,000 a year and for part-time referees 
to $7,500 a year. 

None of the regular Federal Pay Acts providing for salary increases for Govern- 
ment employees have been applicable to referees in bankruptcy. Annual salarie 
of referees now authorized by the Judicial Conference within the present maximum 
total $1,231,350 as compared with payments into the referees’ salary fund of 
approximately $1,725,000 during the current fiscal year, thus leaving an estimated 
surplus of $493,650 this year. The estimated cost of the increases, depending 
upon the salaries fixed within the maximum limits reeommended by the Judicial 
Conference, will be about $277,100 a year which is well within the current yearly 
surplus so that the increases would cast no burden on the General Treasury. ‘The 
system would continue to be self-sustaining. 

The increases in the maximum salaries of referees are well merited and I hope 


the proposed amendment may be enacted into law at the present session of 
Congress. 


With kind regards, I am, 
Sincerely yours, 
Henry P. CHANDLER, 
Director, Administrative Office of the United States Courts. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is printed below in roman type existing law 
in which no change is proposed, with matter proposed to be stricken 


out enclosed in black brackets and new matter proposed to be added 
shown in italics: 


Section 40a or THE Act ENTITLED “An Act To EstasiisH A UnirorM System 


or BANKRUPTCY THROUGHOUT THE UNITED States”, APPROVED JULY 1, 1898, 
as AMENDED 


* * * * * * * 

Sec. 40. CompENSATION OF REFEREE’s SALARY AND EXPENSE Funps; RETIRE- 
MENT OF REFEREES. a. Referees shall receive as full compensation for their 
services salaries to be fixed by the conference, in the light of the recommendations 
of the councils, made after advising with the district judges of their respective 
circuits, and of the Director, at rates not more than [$12,500] $17,500 per annum 
for full-time referees, and not more than [$6,000] $9,000 per annum for part-time 
referees. In fixing the amount of salary to be paid to a referee, consideration shall 
be given to the average number and the types of, and the average amount of gross 
assets realized from, cases closed and pending in the territory which the referee is 
to serve, during the last preceding period of ten years, and to such other factors as 
may be material. Disbursement of such salaries shall be made monthly by or 
pursuant to the order of the Director. 
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EXTENDING THE DOCTORS DRAFT ACT AND SPECIAL 
PAY FOR DOCTORS 





Mar 10, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Vinson, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 6057] 
























a The Committee on Armed Services, to whom was referred the bill 
(H. R. 6057) to further extend the authority to require the special 
registration, classification, and induction of certain medical, dental, 
and allied specialist categories; to provide for the continuation of 
special pay for physicians, dentists, and veterinarians, and for other 
purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill (H. R. 6057) do pass. 

The purpose of the proposed legislation is to extend the authority 
for the special registration and induction of physicians and dentists 
until July 1, 1957, and to extend until July 1, 1959, the special $100 
a month pay for physicians, dentists, and veterinarians who enter on 
active duty prior to that date. 

Title I of the proposed legislation deals with the extension of the 
so-called doctors draft law. 

The Committee on Armed Services, recognizing this law as dis- 
criminatory in that it singles out physicians and dentists for special 
registration and liability for service in the Armed Forces even though 
beyond the regular draft age, nevertheless must recommend the 
extension of the law for a 2-year period. 

The House of Representatives, by an overwhelming vote, has 
approved the extension of the authority to induct individuals into the 
Armed Forces as regular registrants under the Selective Service 
System. These young men are entitled to the finest medical care 
available in the Nation. In the opinion of the Committee on Armed 
Services the responsibility of providing medical care for members 
of the Armed Forces and to their dependents where such care is 
available, overrides all other considerations insofar as the authority 
to induct physicians and dentists is concerned. 
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Without the doctors draft law it would be impossible to adequately 
fulfill the medical and dental needs of the armed services. 

The proposed legislation is opposed by the American Medieal 
Association and the American Dental Association, but on the basis of 
the facts, the Committee on Armed Services must nevertheless recom- 
mend enactment of the proposed legislation. 

The Surgeon General of the Army, Maj. Gen. George E. Armstrong, 
appearing on behalf of the Department of Defense, summarized the 
situation as follows: 

Public Law 779 is admittedly a discriminatory act. Obviously, the professional 
personnel affected by the act do not like it; the various professional societies do not 
like it; and neither do the Armed Forces like it. Despite this unanimous dislike, 
however, the fact remains that no other effective means for procuring the number 
of doctors required by our Armed Forces during the next 2 years has been devised, 
just as no means other than the regular draft has yet been devised for supplying 
the Armed Forces with the basic manpower they require, 

The Surgeon General of the Army might well have added that the 
Committee on Armed Services does not like the doctors draft law 
either, but likewise has found no alternative to this law. 

During the next 2 fiscal years, starting July 1, 1955, it is estimated 
that 6,619 physicians will be available for military service under the 
regular draft law. These are individuals under the age of 35 who 
registered at the age of 18 and became liable for service up to the age 
of 26, and to the age of 35 if deferred for any reason. The Department 
of Defense, on the basis of careful analysis, has stated that this number 
is approximately 1,150 less than the replacement requirements of the 
Department of Defense and the United States Public Health Service 
during the next 2 fiscal years, which total 7,771. 

Thus, even if all regular physician registrants were inducted or 
threatened with induction and offered commissions prior to induction 
following the completion of their internships, there would still be 
1,150 fewer available physicians than the requirements for this period. 

But it is obvious that the Armed Forces cannot depend upon recent 
medical school graduates to provide adequate medical care for our 
Armed Forces personnel. The Armed Forces need specialists and 
experienced physicians. It is clear that satisfactory standards of 
medical care must be maintained and the mothers and fathers, and 
wives of service personnel are entitled to the assurance that their sons 
or husbands will receive the finest medical care. Depending upon 
recent medical school graduates cannot furnish the type of medical 
care necessary to meet the needs of the services. 

The Department of Defense in asking for a 2-year extension of the 
doctors draft law has embarked upon a program of deferring young 
physicians who have completed their internships in order that they 
may enter residency training in their various specialties required by 
the Armed Forces. Since these individuals will remain liable as 
regular registrants under the Selective Service System up to age 35 
they will be available for service even after the doctors draft law 
expires, as is now proposed, on July 1, 1957. With this deferment 
program for residency training, the Armed Forces will have available 
specialists and more experienced physicians to meet the needs of the 
Armed Forces after July 1, 1957. But in deferring these young phy- 
sicians this reduces the number of physicians who would otherwise be 
liable for service under the regular Selective Service System during the 
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next 2 years and thus the difference must be obtained from those 
physicians who would not otherwise be liable for military service 
except for the Doctors Draft Act. 

If not a single physici ian available under the regular draft during 
fiscal years 1956-1957 was deferred under the residency training pro- 
gram the armed services would still be short 1,150 physicians based 
upon present requirements. Assuming that approximately 900 phy- 
sicians will be deferred each year for the next 2 fiscal vears for specialty 
training in order to be available for the Armed Forces at a later date, 
the shortage of physict ians without the doctors draft law increases to 
approximately 2,95 

Thus, on the ineie of present plans, the Armed Forces must obtain 
approximately 2,952 physic! tans during the next 2 fiscal vears from 
among special resiatilacita who would not otherwise be liable for mili- 
tary service. 

Now where will the armed services obtain these physicians? Under 
the doctors draft law four priorities have been established. Priority I 
consists of physicians who were deferred during World War II for the 
purpose of pursuing a course of instruction leading to a degree in medi- 
cine or dentistry, or were educated in the Army specialized training 
program, or equivalent Navy program, and who had had less than 90 
days of active duty. Priority Il consists of those physicians who were 
deferred during World War II for the purpose of pursuing a course of 
instruction leading to a medical or dental degree or were educated in 
the Army specialized training program, or equivalent Navy program, 
and who served on active duty for 90 days or more, but less than 17 
months. Priority LI consists of all physicians under the age of 51 
who have had no active duty in the uniformed services but who are not 
in priority Lor priority Il. Priority LV consists of all other physicians 
under the age of 51 and this group is made up, for the most part, of 
veterans. 

Now for practical purposes, priority I physicians and priority II 
physicians have been exhausted. There are approximately 65 physi- 
cigns in priority | who will be available for future call to active duty in 
the Armed Forces and approximately 22 physicians in priority LL. 
On the other hand, there are approximately 6,838 physicians in 
priority [11 who will be available for future calls since they are assumed 
to be acceptable and have had no prior active duty. 

At present, selective service is ordering physicians to report for 
induction who have a birth date on or after January 1, 1917. Thus, 
physicians entering on active duty at present from the priority LI 
group are 38 years old. 

The Armed Forces and the Public Health Service, during the next 
2 years, must obtain 7,771 physicians for military service.’ 4,819 of 
these physicians will be recent medical school graduates. 1,800 who 
world otherwise be liable will be deferred for specialty training to be 
available to the Armed Forces after the doctors draft law expires in 
1957. This accounts for the estimated 6,619 physicians who will be 
available for military service under the reevlar draft law during tice 
next 2 fiscal vears. Thus, to meet the overall requirements for phy-:- 
cians in the Department of Defense and Public Health Service, which 
totals 7,771, during the next 2 fiscal years, it is obvious that the re- 
raining number to meet the requirements, 2,952 physicians, must 
come from the few individuals remaining in priority I and priority LI 
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who have not yet been called and from the priority III group. This 
means that physicians in their early forties will undoubtedly be called 
to active duty during the next 2 fiscal vears under the doctors draft law. 

The situation with respect to dentists, who are put into priorities 
in the same manner as physicians, is as follows: 

During the next 2 fiscal years, the Armed Forces and the Public 
Health Service will have to obtain 4,017 dentists; the estimated 
number of dentists available through the operation of the Selective 
Service System under the regular Draft Act during this same period 
is approximately 3,496 without the doctors draft law in effect. There- 
fore, without extending the Doctors Draft Act there would be a 
shortage of 525 dentists during the next 2 fiscal years. 

The Selective Service System has stated that there are approxi- 
mately 35 dentists available in priority I who have not been called, 
19 in priority II, and 3,027 in priority III. Obviously, the few 
remaining dentists in priorities I and II will not meet the needs of the 
Armed Forces and the Public Health Service during the next 2 fiscal 
are and therefore the shortage of dentists in the Armed Forces must 

e obtained from priority III dentists during the next 2 fiscal years. 

The American Medical Association took the position that Getter 
utilization of medical manpower would make the doctors draft law 
unnecessary. The American Medical Association pointed to depend- 
ent medical care as a type of medical service provided by physicians 
obtained under the doctors draft law. 

The Committee on Armed Services can fully understand the position 
of the American Medical Association as well as the attitude of any 
physician over the age of 35 who is called to duty under the doctors 
draft law and required to provide a portion of his services to the treat- 
ment of dependents. But it is obvious that in one form or another, 
dependent medical care must be continued and it is estimated that if 
all dependent medical care were abolished there would only be a sav- 
ings of approximately 581 physicians throughout the Armed Forces. 

Dependent medical care must be provided by the Armed Forces in 
overseas bases. Members of our Armed Forces and their families are 
accustomed to the finest medical care available under American stand- 
ards and cannot be expected to depend upon the medical service pro- 
vided by local doctors in foreign areas. In the United States, medical 
care for dependents on an outpatient basis is available in certain 
areas, while hospital care is only available on a space- and facilities- 
available basis. The entire matter of dependent medical care will be 
carefully examined by the Committee on Armed Services in an effort 
to develop an alternative plan reiieving to some extent the use of 
service physicians for dependent medical care, but the Committee on 
Armed Services is convinced that for the next 2 years the basic needs 
of the Armed Forces will have to be met to a great extent through the 
doctors draft law even if there was substantial curtailment of 
dependent medical care by uniformed physicians. 

At the same time the Committee on Armed Services urges the 
Department of Defense to make a thorough study of the whole matter 
of medical care for nonservice personnel, particularly in the field of 
civilian employees. It is possible that other plans may be devised 
for providing medical care in those areas which will not require the 
services of physicians serving on active duty in the Armed Forces. 
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The American Dental Association took the position that there would 
be an adequate number of dental school graduates to meet the needs 
of the services during the next 2 fiscal years. The facts as stated 
above do not support the position of the American Dental Association. 
There is practically no dependent dental care provided in the United 
States except on an emergency basis and the only dependent dental 
care provided is that furnished in overseas bases, 


Ratios 


Under the basic law of the Navy, there is an authorized strength 
of 6.5 physicians for each 1,000 uniformed personnel of the Navy. 
There is no statutory ratio for the Army and Air Force. Under the 
Department of Defense directives, the ratios have been reduced in 
recent years to an overall ratio of 3 physicians per 1,000 service 
personnel, excluding interns and one-half of the individuals serving 
on active duty under residency training programs. Actually, the 
Army has approximately 3 physicians per 1,000 troop strength, 
the Navy 3.26 per 1,000 troop strength, and the Air Force 2.9 per 
1,000 troop strength. While this number is in excess of the ratio of 
physicians to the civilian population, nevertheless it should be kept 
in mind that physicians serving on active duty in the Armed Forces 
are not only providing medical care for members of the uniformed 
services, and to the extent available, their dependents, but in addition, 
must be in a state of training and readiness available to meet the 
medical needs of the Armed Forces in the event of war. Defense 
against biological and nuclear warfare creates new, difficult and 
complex medical problems. The armed services must be in a position 
to cope with this type of warfare from a medical viewpoint. Thus 
the mission of the medical corps of the various services is not confined 
solely to the treatment of individuals who are ill. It must also 
involve preventive medicine, research, study, training, logistics, 
procurement, and distribution. 

Insofar as dentists are concerned, the present ratio is approximately 
2 dentists per 1,000 troop strength for each branch of the Armed 
Forces. The American Dental Association stated that at the end of 
fiscal 1951 there was a ratio of 1.7 dental officers for every thousand 
persons on active military duty, but this ratio increased to 1.9 per 
thousand by the end of fiscal 1954. Actually the present ratio, 
while varying between 1.86 and slightly in excess of 2 per thousand 
troop strength, averages on a yearly basis approximately 2 per 
thousand. It appears to the Committee on Armed Services that the 
ratio of 2 per thousand is consistent with the dental needs of the 
armed services, particularly in view of the fact that dentists, except 
in overseas areas, are providing practically no dependent dental care. 

The problem of providing dentists for the Armed Forces does not 
present the same complexities as are involved in the obtaining of 
physicians. There are relatively few specialists required in com- 
parison to physicians and thus recent dental-school graduates can be 
made more readily available for military service. But on the basis 
of the evidence presented to the Committee on Armed Services it 
would appear that without an extension of the doctors draft law, the 
Armed Forces would be unable to obtain the number of dentists re- 
quired to meet the dental needs of the Armed Forces and the Public 
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Health Service during the next 2 fiscal years. At the end of the 
proposed 2-year extension, however, there should be an adequate 
number of nonveteran dental-school gra: dugtes who will be available 
for military service so that the dental needs of the Armed Forces and 
the Public Health Service will thereafter be met by regular registrants 
under the Selective Service System. 


AMENDMENT TO Present LAW 

Title I likewise contains an amendment to the present doctors draft 
law which provides that after July 1, 1955, no person who, after attain- 
ing the 35th anniversary of the date of his birth, shall be liable fo: 
service under the doctors draft law if at any time he has applied for a 
commission in one of the armed services and has been rejected for such 
commission on the sole ground of physical disqualification. The 
Department of Defense does not concur in the amendment, but the 
Committee on Armed Services is of the opinion that an individual 
physician or dentist who has offe red bis services at some pre vic us time 
and has been rejet ‘ted for physic cal reasons and is over the recular 
draft age should be able with certainty to plan his future without 
being subject to changing physical requirements for a commission. 
‘he Committee on Armed Services unanimously recommends the 

enactment of title L of the proposed lezisiation. 


EXTENSION OF THE PRESENT LAW TO PROVIDE FOR SPECIAL PAY FOR 


PHYSICIANS, DENTISTS, AND VETERINARIANS 

Title TL of the proposed levislation amends the Career Compensation 
Act so as to provide for the continuance of special pay for physicians, 
dentists, and veterinarians who enter on active duty after June 30, 
1955, and prior to July 1, 1959. 

This special pay of $100 a month is designed primarily to provide an 
incentive to physicians, dentists, and veterinarians to choose thie 
uniformed services as a career by lessening the disparity of the earnings 
of doctors in the uniformed services and the earnings of their counter- 
parts in civilian life. It was originally enacted in 1947 in an effort 
to reduce the tremendous exodus of physicians and dentists from the 
uniformed services who were able to obtain much higher incomes in 
ctice than the salaries offered in the uniformed services. 
Career Compensation Act to 
i952. 


private pra 

In 1949 the law was reenacted in the 
be effective for those who entered on active duty prior to July 
In 1950 when the doctors draft law was enacted, it was made applicable 
to all physicians and dentists entering on active duty, regardless o 
whether or not such individuals volunteered as such, but was not 
applicable to a physician or dentist who was actually inducted under 
the Doctors Draft Act as a private even though he might thereafter 
apply for and be granted a commission. The law was extended in 
1952, and in 1953, was again extended to apply to those entering on 
active duty up to July 1, 1955, and at that time veterinarians were 
also made eligible for the special pay provided for physicians and 
dentists. 

The Department of Defense proposal would have excepted physi- 
cians, dentists, and veterinarians who were liable for active duty as 
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regular registrants under the Selective Service System unless such 
individuals volunteered to serve 3 or more vears on active duty instead 
of the 2 vears of oblicated service. 

The question of whether or not special pay should be provided for 
physicians, dentists, and veterinarians can be answered simply by 
explaining the supply and demand situation. The committee has been 
advised that the average practicing physician in the United States has 
a net income of approximately $15,000 per year. This is far in excess 
of the average earnings of a pliysician serving in the Armed Forces. 
Even the $100 per monti: special pay does not equalize this situation, 
but it at least is an effort to bring about some poriion of equality. 
Likewise, it must be remembered that the average doctor entering on 
active duty will have received anywhere from 4 to 6 years’ edueational 
training beyond that of his classmate who graduated from college at 
the same time. Even though doctors enter on active duty with con- 
structive credit, and in the grade of first lieutenant, if entering as 
Regular officers, or in a grade commensurate with their experience, if 
entering as Reserve officers, nevertheless they receive the lowest pay 
of the grade since they will have accumulated no longevity for pay 
purposes. Thus, an ROTC graduate, a graduate of West Point or 
the Naval Academy will invariably have a minimum of 4 years of 
active service for pay purposes at the time the doctor of his same age 
and class group will enter on active duty as a commissioned officer. 

The Committee on Armed Services, while recognizing that 
physicians, dentists, and veterinarians who may be inducted as 
reruiar revistrants, but who are normally offered commissions, do 
have a militarv obligation as all other young men in the Nation. 
However, they have incurred heavy expenses in medical, dental, and 
vetorinary schools and when serving on active dutv are providing 
medical, dental, or veterinary care for which they have been trained. 
While the committee recognizes that there are many other individuals 
who enter on active duty either as officers or enlisted personnel with 
special training and who have invested heavily in their own educations, 
nevertheless the fact remains that the special pay for physicians, 
dentists, and veterinarians has been paid to regular registrants under 
the age of 35 who have entered on active duty in the past and any 
attempt to make the special pay inapplicable to those coming on 
active duty after July 1, 1955, while those entering on active duty 
prior to that date would be entitled to the special pay, weuld create 
a morale situation as well as a situation of inequity among physicians, 
dentists, and veterinarians which could not be justified. 

Had the original law precluded the payment of special pay for 
regular registrants serving an obligated period of service, the situation 
might be different. But having permitted thousands of physicians 
and dentists who have a military obligation as regular registrants 
under the Selective Service System to obtain the $100 special pay per 
month, the committee sees no alternative but to continue this method 
as in the past. ‘To do otherwise might well result in an individual 
receiving $100 a month more pay because he was ordered to active 
duty 1 day prior to his counterpart who graduated from school at the 
same time, completed his internship at the same time, but received 
his orders 1 day later. 

The Committee on Armed Services does not contend that the $100 
special pay for physicians, dentists, and veterinarians is the answer 
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to the bewildering problem of obtaining career medical and dental 
officers. But if the $100 special pay were abolished for those entering 
on active duty after July 1, 1955, the Committee on Armed Services 
can say without reservation that the present serious situation with 
regard to the procurement of medical and dental personnel would 
become even more acute. Thus, the committee urges the enactment 
of title II of the proposed legislation. 


SUMMARY 


In summary, therefore, the original objectives, as well as the present 
objectives of the $100 per month special pay for doctors entering on 
active duty after July 1, 1955, can be stated simply as follows: 

First, to encourage doctors now serving on active duty in the 
Armed Forces and the Public Health Service to remain on active 
duty for extended periods of time, and, in effect, to become career 
personnel. 

Second, to encourage newly commissioned doctors who are entering 
upon active duty for the first time to remain on active duty for ex- 
tended periods of time which will have the very desirable effect of 
reducing the number of doctors who must be ordered to active duty 
under the Doctors Draft Act. 

And third, to lessen to some extent the present disparity between 
the earnings of a doctor serving on active duty in the military services 
contrasted with the average earnings of physicians engaged in civilian 
practice. 

COMMITTEE RECOMMENDATIONS 


By unanimous vote, the Committee on Armed Services urges enact- 
ment of title I of the proposed legislation which would extend the 
authority for the special registration and induction of physicians and 
dentists from July 1, 1955, to July 1, 1957. 

By unanimous vote, the Committee on Armed Services recommends 
enactment of title II of the proposed legislation dealing with special 
pay for doctors, dentists, and veterinarians. 

The position of the Department of Defense and the Bureau of the 
Budget with respect to both titles is contained in the following at- 
tached letters. 





JANvARY 18, 1955. 
Hon. Sam Rayrsurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
further amend the act of September 9, 1950, by extending until July 1, 1957, 
the authority to require the special registration, classification, and induction 
of certain medical, dental, and allied specialist categories, and for other purposes. 

This proposal is a part of the Department of Defense legislative program for 
1955, and the Bureau of the Budget has advised that it is in accord with the 
program of the President. The Department of the Army has been designated 
as the representative of the Department of Defense for this legislation. It is 
recommended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this oy ee legislation is to extend for a 2-year period the 
authority to require the special registration, classification, and induction of 


certain medical, dental, and allied specialist categories of personnel and to extend 
the various provisions of law which permit such persons to enter on active duty 
in the Armed Forces in an orderly and equitable manner. 
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This proposal, if enacted, would execute the President’s recommendation 
contained in his special message to the Congress on January 13, 1955. 

The special authority to induct medical, dental, and allied specialist personnel 
ep to 51 years of age now contained in subsection 4 (i) of the Universal Military 

raining and Service Act, as amended, will expire on July 1, 1955, in accordance 
with the provisions of section 7 of the act of September 9, 1950 (64 Stat. 826), as 
amended. This legislation was enacted shortly after the outbreak of Korean 
hostilities and was necessary because the number of physicians and dentists who 
were vulnerable for military service under the regular draft was insufficient to 
provide the medical care required by the expanded Armed Forces. Although 
the number of physicians and dentists graduating from professional schools who 
are vulnerable for military service under the regular draft has been steadily 
increasing since 1950, available statistics do not indicate that the number. of 
such persons is large enough to meet the projected needs of the Armed Forces 
for medical and dental personnel for the next 2 fiscal years. 

Regardless of the number of physicians and dentists vulnerable for military 
service under the regular draft now graduating from professional schools, existing 
standards of medical care cannot be maintained without extending the provisions 
of subsection 4 (i) of the Universal Military Training and Service Act, as amended, 
under which relatively older physicians, a large percentage of whom are specialists, 
may be inducted. In order that it will eventually be possible to meet the needs 
of the Armed Forces from those doctors vulnerable under the regular draft— 
from the standpoint of both the total numbers and the specialists required—the 
Department of Defense, in cooperation with the Selective Service System, has 
established a program under which a certain number of young doctors who, as a 
result of having been granted deferments under the provisions of subsection 6 (h) 
of the Universal Military Training and Service Act, as amended, are vulnerable 
for military service under the regular draft until they reach age 35, upon comple- 
tion of their internships, be further deferred for residency training in the various 
specialties required by the Armed Forces in order to maintain an adequate 
medical service. Upon the completion of such specialty training the individuals 
concerned will then be required to perform their obligated military service as 
replacements for the older doctors procured under the provisions of subsection 
4 (i) of the Universal Military Training and Service Act, as amended. However, 
it will be another 2 years before this program will be effective from the standpoint 
of providing the required number of specialists. 


COST AND BUDGET DATA 


Enactment of this proposal would result in no increase in the budgetary require- 
ments of the Department of Defense. 
Sincerely yours, 
Rosert T. STevens, 
Secretary of the Army. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., April 16, 1958. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
further amend the Career Compensation Act of 1949 to provide for special pay 
for physicians, dentists, and veterinarians. 

his proposal is a part of the Department of Defense legislative program for 
1955, and the Bureau of the Budget bes advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Army has been designated as the representative of the Depart- 
ment of Defense for this legislation. It is recommended that this proposal be 
enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to provide for the continuance of 
special pay for physicians, dentists, and veterinarians, except for those who 
enter on active duty after June 30, 1955, who are obligated for service under 
section 4 (a) of the Universal Military Training and Service Act, as amended, 
and who do not volunteer for a minimum of 1 year’s active service beyond thas 
for which they are obligated under the act cited above. 
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This special pay is designed primarily to provide an incentive to physicians, 
dentists, and veterinarians who choose the uniformed services as a career by 
lessening the disparity between the earnings of doctors in the uniformed services 
and the earnings of their counterparts in civilian life. In addition this special 
pay will aid in compensating for the expenses of reestablishing practice upon 
release from active duty in the case of those older professional personnel who 
are required to serve in the Armed Forces under the authority to draft medical, 
dental, and allied specialists under the provisions of section 4 (i) of the Universal 
Military Training and Service Act and the act of September 9, 1950, as amended 
(doctor draft law). 

As indicated above, this proposed legislation makes a distinction with respect 
to doctors who enter on active duty after June 30, 1955, between those who are 
vulnerable for military service under the regular draft and those who are vuiner- 
able solely under the Doctor Draft Act. It is believed that young doctors who 
enter on active duty after June 30, 1955, who would be required to serve for 2 
years in the Armed Forces under the regular draft on the same basis as all other 
young males in the United States—even if they were not doctors and even if 
there were no Doctor Draft Act—should not be entitled to the benefits of special 
pay unless they volunteer for a period of active duty at least 1 year greater thar 
the period all young males are required to serve, Conversely, it is believed 
that the older doctors who are not required to serve in the Armed Forces under 
the regular draft and who, solely on the basis of their profession, have been 
singled out for military service by the Doctor Draft Act from among all other 
older males in the United States, should be entitled to the benefits of special pay. 


COST AND BUDGET DATA 


It is estimated that enactment of this proposal would cost approximately 
$1,600,000 in fiscal year 1956 providing the special authority to draft doctors 
and dentists under the act of September 9, 1950, is extended. If this special 
authority to draft doctors and dentists is not extended, the cost in fiscal year 
1956 would be approximately $800,000. Net savings, however, over the funds 
now contained in the fiscal year 1956 budget would be $2,625,000 if the act of 
September 9, 1950, is extended in accord with this legislation or $3,425,000 if 
that act is not extended as there is currently contained in the 1956 budget 
approximately $4,200.000 for this special pay. 

Sincerely yours, 
Ropert T. Srevens, 
Secretary of the Army. 


Crances in Extstine Law 


In compliance with clause 3 of rule XIIT of the Rules of the House of 
Representatives, there is herewith printed changes in existing law 
made by the proposal as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter amending existing law is 
printed in italics, existing law in which no change is proposed is in 
roman): 


Tirte I—Exvtension or THE AutHority To Drarr MeEbIcAL AND 
ALLIED SPECIALISTS 


ACT OF SEPTEMBER 9, 1950 (64 STAT. 826) 


Sec. 4. (a) Notwithstanding subsection 217 (¢) of the Armed Forces Reserve 
Act of 1952 (66 Stat. 481) or any other provision of law, any person liable for 
induction under the Act of September 9, 1950, as amended, or any member of 
a reserve component who has been or shall be ordered to active duty on or before 
(July 1, 1955,] July 1, 1957, as a physician, dentist, or in an allied specialist 
category in the Armed Forces (ineluding the Public Health Service) of the 
United States shall, under regulations prescribed by the President, be appointed, 
reappointed, or promoted to such grade or rank as may be commensurate with 
his professional education, experience, or ability. 

Sec. 4. (ec) Until QJulv 1, 1955.) July 1, 1957, the President is authorized to 
order to active duty in the Armed Forces of the United States, with or without 
their consent, those members of the Reserve components of the Armed Forces 
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of the United States who are registered under section 4 (i) of the Universal Military 
Training and Service Act (64 Stat. 826), as amended, and those persons who would 
be, but for such membership, liable for registration under the provisions of said 
subsection. Such persons shall so far as practicable be ordered to active duty 
under this subsection in accordance with the priorities established under sub- 
section 4 (i) of the Universal Militarv Training and Service Aet (64 Stat. 826), 
as amended. The period of active duty that any such person may be required to 
perform shall not exceed — 

(A) twenty-four months if he has had Jess than nine months of active 
service, as defined in paragrap!s 4 (i) (4) and (5) of the Universal Military 
Training and Service Act, 2s amended; 

(B) twenty-one months if he has had at least nine but less than twelve 
months of such service; ‘ 

(C) eighteen months if he has had at least twelve but less than fifteen 
months of such service; 

(D) fifteen months if he has had at least fifteen or more months of such 
service; since September 16, 1940, but prior to the date of his order to active 
duty under this subsection. 

(d) Nothing in subsection (c) of this section shall be construed to affect or limit 
the authcrity to order members of the Reserve components to active duty con- 
tained in section 233 of the Armed Forces Reserve Act of 1952 (66 Stat. 481). 

See. 7. This Act, except for section 2 and section 5, shall terminate on [July 1, 
1955.] July 1, 1957. 

The following new paragraph is added at the end of subsection 4 (i) of the 
Universal Military Training and Service Act, as amended. 

(5) Effective July 1, 1955, and notwithstanding any other provision of this sub- 
section, no person who after attaining the thirty-fifth anniversary of the date of his 
birth shall be liable for induction under this subsection if he has applied for a com- 
mission in one of the Armed Forces and was rejected for such commission on the sole 
ground of a physical disqualification. 


Tire I],—Continvation oF Speciat Pay For Puysictans, DENTIsTs, AND 
VETERINARIANS 


CAREER COMPENSATION ACT OF 1949 (63 STAT. 809) 


Sec. 203. (a) The term ‘‘commissioned officers’, as used in this section, shall 
be interpreted to mean only (1) those commissioned officers in the Medical and 
Dental Corps of, or designated as medical or dental officers in, the Regular Army, 
Navy, and Air Force and commissioned medical and denial officers of the Regular 
Corps of the Public Health Service who were on active duty on September 1, 1947; 
(2) those commissioned officers in the Medical and Dental Corps of, or designated 
as medical or dental officers in, the Regular Army, Navy, and Air Force and com- 
missioned medical and dental officers of the Regular Corps of the Public Health 
Service, who were retired prior to September 1, 1947, and who thereafter but prior 
to [July 1, 1955,] July 1, 1959, have been or may be assigned to active duty; 
(3) those officers who, heretofore but subsequent to September 1, 1947, have been 
or who, prior to QJuly 1, 1955, July 1, 1959, may be commissioned in the Medical 
and Dental Corps of, or designated as medical or dentel officers in, the Regular 
Army, Navy, and Air Force or as medical and dental officers of the Regular Corps 
of the Public Health Service; (4) such officers who on September 1, 1947, were or 
who thereafter have been or may be commissioned in the Medical and Dental 
Corps of, or designated as medica! or dental officers in, the Officers’ Reserve Corps, 
the United States Air Force Reserve, the Naval Reserve, the National Guard, 
the National Guard of the United States, the Air National Guard, the Air National 
Guard of the United States, the Army of the United States, the Air Force of the 
United States, or as medical and dental officers of the Reserve Corps of the Publie 
Health Service and who heretofore, but subsequent to September 1, 1947, have 
been called or ordered to extended active duty of one year or longer, or who may, 
prior to [July 1, 1955,] July 1, 1959, be called or ordered to extended active duty 
of one year or longer; (5) general officers appointed from the Medical and Dental 
Corps of, or previously designated as medical or dental officers in, the Regular 
Army, the Officers’ Reserve Corps, the National Guard, the Nationa! Guard of 
the United States, the Army of the United States, the Regular Air Force, the 
United States Air Force Reserve, the Air National Guard, the Air National Guard 
of the United States, and the Air Force of the United States who were on active 
duty on September 1, 1947; and (6) general officers who, subsequent to September 
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1, 1947, have been or who may be appointed from those officers of the Medical and 
Dental Corps of, or from those officers designated as medical or dental officers in, 
the Regular Army, the Officers’ Reserve Corps, the National Guard, the National 
Guard of the United States, the Army of the United States, the Regular Air 
Force, the United States Air Force Reserve, the Air National Guard, the Air 
National Guard of the United States, and the Air Force of the United States who 
are included in parts (1), (2), (3), or (4) of this subsection. 

(c) Effective July 1, 1953, the term “commissioned officer’, as used ia this 
section, shall, in addition to those categories defined in subsection (a) hereof, 
include (1) those commissioned officers in the No eye 4 Corps of, or designated 
as veterinary officers in, the Regular Army and Air Force and commissioned 
veterinary officers of the Regular Corps of the Public Health Service who are on 
active duty on the date of enactment of this subsection; (2) those commissioned 
officers of the Veterinary Corps of, or designated as veterinary officers in, the 
Regular Army and Air Force and commissioned veterinary officers of the Regu- 
lar Corps of the Public Health Service, who were retired prior to the date of 
enactment of this subsection and who thereafter but prior to [July 1, 1955,] 
July 1, 1959, have been or may be assigned to active duty; (3) those officers who 
subsequent to the date of enactment of this subsection but prior to [July 1, 1955,] 
July 1, 1959, may be commissioned in the Veterinary Corps of, or designated as 
veterinary officers in, the Regular Army and Air Force or as veterinary officers 
of the Regular Corps of the Public Health Service; (4) such officers who on the 
date of enactment of this subsection are or who hereafter may be commissioned 
in the Veterinary Corps of, or designated as veterinary officers in, the Army 
Reserve, the Air Force Reserve, the Army of the United States, the Air Force 
of the United States, or as veterinary officers of the Reserve Corps of the Public 
Health Service and who are on active duty on the date of enactment of this sub- 
section as a result of having been called or ordered to extended active duty of 
one year or longer, or who may, prior to [July 1, 1955,] July 1, 1959, be called 
or ordered to extended active duty of one year or longer; (5) general officers 
appointed from the Veterinary Corps of, or previously designated as veterinary 
officers in, the Regular Army, the Army Reserve, the Army of the United States, 
the Regular Air Force, the Air Force Reserve, and the Air Force of the United 
States who are on active duty on the date of enactment of this subsection; and 
(6) general officers who, subsequent to the date of enactment of this subsection, 
may be appointed from those officers of the Veterinary Corps of, or from those 
officers designated as veterinary officers in, the Regular Army, the Army Reserve, 
the Army of the United States, the Regular Air Force, the Air Force Reserve, 
and the Air Force of the United States who are included in parts (1), (2), (3), 
or (4) of this subsection. 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 581 





CONSIDERATION OF H. R. 6042 





Mar 10, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. O’Net11, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 241} 


The Committee on Rules, having had under consideration House 


Resolution 241, report the same to ‘the House with the recommenda- 
tion that the resolution do pass, 
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84TH CoNGREsS ' HOUSE OF REPRESENTATIVES | REPORT 
1st Session 


No. 582 








AUTHORIZING THE TERRITORY OF ALASKA TO OBTAIN 
ADVANCES FROM THE FEDERAL UNEMPLOYMENT ACT, 
AND FOR OTHER PURPOSES 





May 11, 1955. —Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Eneue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 5462] 
I 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 5462) to authorize the Territory of Alaska to 
obtain advances from the Federal Unemployment Act, and for other 
purposes, having considered the same, reports favorably thereon with 
amendments and recommends that the bill do pass. 

The amendments are as follows: 

Page 2, line 4, change the period to a colon and add the words: 
Provided, That the general fund of the Territory of Alaska from which advances 
have been made for the payment of unemployment compensation benefits shall 


be reimbursed from advances made through the Governor of Alaska from the 
Federal Unemployment Fund. 


PURPOSE OF BILL 


Enactment of H. R. 5462 would correct a technical situation so that 
the Territory of Alaska would be able to obtain advances from the 
unemployment trust fund held in the Federal Treasury. 

The committee was assured by United States Department of Labor 
officials that prospects of repayment and future solvency on the part 
of the Territorial fund are excellent. 


NECESSITY FOR LEGISLATION 


In the Employment Security Administration Financing Act of 1954 
(68 Stat. 668), the 83d Congress specifically provided that Alask», 
along with Hawaii and the States, was authorized to receive under 
certain conditions an advance from the Federal unemployment fund 

55006 
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upon application of the Governor. However, a subsequent opinion 
of the Attorney General of the United States has held that section 9 
of the Organic Act of Alaska (37 Stat. 514; 48 U.S. C. 77), enacted in 
1912, prevents the Territory from incurring indebtedness. 

Therefore, the proposed legislation is necessary to remove the bar 
against such a loan. Enactment would put Alaska in the same posi- 
tion as Hawaii and the States with respect to advances from the 
Federal unemployment fund. 


AUTHORIZING ADVANCES FROM THE UNEMPLOYMENT ACT 






LABOR DEPARTMENT’S POSITION 


At a public hearing before the Senate Interior and Insular Affairs 
Committee on S. 1650, Robert C. Goodwin, Director of Employment 
Security, Department of Labor, urging enactment of the measure, 
testified in part as follows: 


On March 22, 1955, the insolvent status of the Alaskan unemployment insurance 
reserve fund forced the Territory to suspend its unemployment compensation 
payments. The current status of the fund is in marked contrast to that in 1949 
when in relation to taxable wages, it was among the 10 highest in the country. 
It is only within the past 2 years that unemployment in Alaska has increased 
sharply and benefit payments risen in amount great enough to produce insol- 
vency. 

During 1953-54 unemployment emong covered workers in Alaska was far 
greater than in the country asa whole. Specifically in 1953, the average rate of 
covered unemployment in Alaska was 13.1 percent as compared with 3.2 percent 
in the rest of the country and in 1954 it was 17.2 percent as compared with less 
than 4 percent. This high unemployment in Alaska was due principally to 
reduced activity in the construction and fishing industries upon which the Alaskan 
economy rests to a substantial degree. These 2 industries account for 50 percent 
of covered employment during the peak employment periods of the year and a 
decline in these industries affects employment levels in the 3 next largest indus- 
tries in Alaska, namely, wholesale and retail trade, services, and utilities. In total 
these 5 industries account for 90 percent of all covered employment during the 
peak employment periods of the year. 


ACTION BY TERRITORIAL LEGISLATURE 


A special session of the Alaska Legislature this month took steps to remedy 
the unemployment insurance financial situation. It passed a law to authorize 
the advance of $2 million to the Alaskan unemployment insurance account from 
the general funds of the Territory. Pursuant to this authority, the Territorial 
treasurer advanced $1 million to the account on April 13. Unemployment com- 
pensation payments were then resumed and benefits were paid retroactively from 
the date of the suspension in March. Consequently, the drain on the account 
has been substantial and it appears that the fund will again be exhausted by 
April 22, 1955. 

Loans under the nares Act were intended to be available to 
the States and Territories when they are in financial distress. The 
Department of Labor strongly urges, therefore, that Congress take 
favorable action on H..R. 5462 so that the Financing Act may be an 
effective recourse for Alaska in its efforts to reestablish its unemploy- 
ment insurance system on a sound financial basis. 

A favorable report also has been received from the Department of 
the Interior. Mr. Fred K. Hoehler, Jr., social-insurance activities, 
American Federation of Labor, testified at the hearings in support of 
the measure. ' : 

' The question of the Governor’s authority to obtain loans was raised 
with the committee by.Mr, W, C. Arnold, representing the Alaska 
Salmon Industry, Inc., the largest single employer of labor in the Terri- 
tory on a seasonal basis.. However, the committee points out that the 
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provisions of H. R. 5462 in effect amend the organic act to give the 
Governor of Alaska such authorization. In the 1954 act setting up 
the unemployment trust fund, the Congress provided that the Gov- 
ernors of the States and the designated Territories (Hawaii and 
Alaska) are the officials authorized to make the application for ad- 
vances under the conditions specified. Thus, H. R. 5462 would give 
the Governor of Alaska no greater authority than that previously 
intended to be vested in him and now possessed by the Governors of 
Hawaii and the States under the 1954 act. 


The committee has amended the bill to provide that the general 
fund of the Territory from which advances have been made for the 
payment of unemployment compensation benefits shall be reimbursed 


from advances made through the Governor of Alaska from the Federal 
Unemployment Fund. 


The favorable reports of the Departments of Labor and Interior are 
set forth below in full, together with a report to the Senate Interior 
Committee from the Bureau of the Budget: 


DepaRTMENT oF LABOR, 
OrFice oF THE SECRETARY, 
Washington, April 20, 1958. 
Hon. Crarr Enate, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


Dear ConaressMAN Enate: This is with reference to H. R. 5462, a bill to 
authorize the Territory of Alaska to obtain advances from the Federal Unemploy- 
ment Act, and for other purposes. 

As you know, the Employment Security Administrative Financing Act of 1954 
authorizes the Secretary of Labor to make certifications for advances of funds from 
the Federal unemployment account to the unemployment insurance account of @ 
State whose unemployment insurance reserves are in danger of depletion. Ad- 
vances are made on an interest-free, repayable basis upon proper application by 
the governor of the State. The present balance in the Federal unemployment 
account of $64 million represents the excess of Federal unemployment insurance 
tax collections over employment security administrative expenditures for the 
fiscal year 1954. 

The unemployment insurance reserves in the Territory of Alaska have become 
virtually depleted and the current payment of unemployment insurance benefits 
now depends on the prompt receipt of funds from the Federal unemployment 
account. The Territory is eligible under the Employment Security Administra- 
tive Financing Act to receive an advance of funds. However, the Attorney 
General of the United States has interpreted section 9 of the Organic Act of 
Alaska as placing certain restrictions on the authority of the Governor of Alaska 
to borrow money from the Federal account. 

H. R. 5462 would remove these restrictions and I strongly urge its enactment. 


The Bureau of the Budget advises that it has no objection to the submission 
of this report. 


Sincerely you 
apis tot James P. MircHeEtt, 
Secretary of Labor. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 14, 1955, 
Hon. Crarr Enate, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enauz: This is in response to your request for a report on H. R. 
5462, a bill to authorize the Territory of Alaska to obtain advances from the 
Federal Unemployment Act, and for other purposes. 

We recommend that H. R. 5462 be enacted. 

The purpose of the bill is to remove the bar contained in the Alaska Organic 
Act which prevents the Territory of Alaska from obtaining the same benefits 
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from the Employment Security Administration Financing Act of 1954 as are 
available to the States, Hawaii, and the District of Columbia. The Employ- 
ment Security Administration Financing Act of 1954 (Public Law 567, 83d Cong., 
68 Stat. 668), amended the Social Security Act in order to provide that the States 
(a term defined for the purposes of the Social Security Act to include Alaska, 
Hawaii, and the District of Columbia), may, under certain circumstances, receive 
an advance of funds from the Federal unemployment account of the unemploy- 
ment trust fund in the Treasury of the United States. Such an advance may be 
obtained if (1) the balance in the account of the State in the unemployment trust 
fund at the close of the calendar quarter is less than the total compensation paid 
out under the unemployment compensation law of such State during the 12- 
month period ending with the close of the quarter; (2) the governor of the State 
applies to the Seeretary of Labor for an advance during the quarter following the 
one referred to above; and (3) the Secretary of Labor finds that the first and 
second conditions have been met. 

Alaska’s unemployment fund is at this time virtually depleted. There is 
substantial unemployment in the Territory, and it is of the utmost importance 
that the Governor be in a position to obtain the kind of advance provided for by 
the Employment Security Administrative Financing Act. There is no doubt 
that the Territory meets the first condition set forth above. Despite the appli- 
cation of the Social Security Act generally to the Territory of Alaska (42 U.S. C., 
sec. 1301), the Attorney General has ruled that Alaska may not avail itself of the 
benefits contained in the 1954 amendments to that act because of the prohibition 
against the assumption of indebtedness contained in the Alaska Organic Act. 

Section 9 of the Alaska Organic Act (48 U.S. C., see. 77), provides in part that 
the Territory shall not ‘‘have power or authority to create or assume any bonded 
indebtedness whatever; nor to borrow money in the name of the Territory * * *; 
nor to pledge the faith of the people of the same for anv loan whatever, either 
directly or indirectly; nor to create, nor to assume, any indebtedness, except for 
the actual running expenses thereof * * *.” In a letter to this Department 
dated March 30, 1955, the Attorney General held that the debt limitation above 
referred to must be strictly observed, that the acceptance of an advance under 
the Unemployment Security Administrative Finaneing Act of 1954 would con- 
stitute a loan, and that such an advance would result in the creation of a prohibited 
indebtedness. The Attorney General concluded that special enabling legislation 
would be necessary to authorize the Territory of Alaska to obtain advances under 
the 1954 statute. The introduced bill is designed, therefore, to authorize the 
Territory to obtain an advance, notwithstanding the prohibition of section 9 
of the Alaska Organic Act. 

Because of the urgency of the unemployment situation in Alaska, the inability 
of the Territory to pay unemployment compensation benefits, and the substantial 
number of unemployed individuals, I strongly urge that H. R. 5462 be enacted 
at the earliest possible date. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Orme E. Lewis, 
Assistant Secretary of the Interior 
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Executive OrricE OF THE PRESIDEN’, 
BUREAU OF THE BUDGET, 
Washington, D. C., April 18, 1955. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuarrman: This is in response to your request for the views 
of this Bureau on 8. 1650, a bill to authorize the Territory of Alaska to obtain 
advances from the Federal Unemployment Act, and for other purposes. 

This bill would allow the Territory of Alaska to receive advances of funds 
from the Federal unemployment fund as provided by the Employment Security 
Administrative Financing Act of 1954, but found by the Attorney General of 
the United States to be barred by the Alaska Organic Act which prohibits assump- 
tion of indebtedness by the Territory. : 

our committee may wish to clarify the bill by substituting the word “account” 
for ‘‘act” in the title since the advances contemplated would come from the 
account established pursuant to the act. 

We are informed that the Territory now has need for an advance from the 
Federal unemployment fund, and meets the conditions to qualify for such an 
advance as specified by the Employment Security Administrative Financing Act 
of 1954. In order that unemployment compensation benefits may be continued 
in Alaska, the Bureau of the Budget recommends enactment of S. 1650. 

Sincerely yours, 
Donatp R. BELCHER, 
Assistant Director. 


The Committee on Interior and Insular Affairs recommends the en- 
actment of H. R. 5462 as amended. 
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PROVIDING SURPLUS FARM COMMODITIES FOR RELIEF 
DISTRIBUTION IN CERTAIN AREAS 
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Mr. Cootzy, from the Committee on Agriculture, submitted the 
following 


REPORT 


{To accompany H. R. 2851) 











The Committee on Agriculture, to whom was referred the bill 
(H. R. 2851) to authorize the Commodity Credit Corporation to 
EB process food commodities for donation under certain acts, having 
é considered the same, report favorably thereon with an amendment and 
4 recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That for the purpose of providing emergency assistance to persons determined 
to be in need in the United States pursuant to section 2 of this Act the Com- 
modity Credit Corporation shall make available to the Secretary of Health, 
Education, and Welfare such agricultural commodities or products thereof, in- 
cluding cereals and cereal products, acquired through price-support operations 
as the said Secretary shall requisition pursuant to section 2 hereof. With respect 
to commodities thus made available the Commodity Credit Corporation may 
pay processing, reprocessing, packaging, transporting, handling, and other charges 
up to the time of their delivery to one or more designated central locations in 
each State. 

Sec. 2. Upon certification to the Secretary of Health, Education, and Welfare 
(hereinafter referred to as the Secretary) by the Secretary of Labor that any 
area in the United States has a substantial surplus of labor (according to stand- 
ards established by the Secretary of Labor under Defense Manpower Policy 
Numbered 4 (18 F. R. 6995), or any similar rule, regulation, order or policy), or 
upon determination by the President that any area has suffered a major disaster 
warranting assistance by the Federal Government under Public Law 875, 81st 
Congress (42 U. 8. C. 1855), and upon certification to the Secretary by the 
governor of the State in which such area is located that there is acute distress 
in such area because of conditions prevailing therein, the Secretary is hereby 
directed to make available to such State agency or agencies as may be designated 
by the proper State authority and approved by the Secretary for distribution 
to families and persons determined to be in need in such area agricultural com- 
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modities and the products thereof acquired by the Commodity Credit. Corpora- 
tion through price-support operations in such quantity as the Secretary determines 
ean be effectively distributed and utilized and to requisition from the said Corpo- 


,=2. ration such quantities of such commodities as the Secretary determines to be 
\@; recuired for such distribution. 


4 Sec. 3. The Commodity Credit Corporation shall make available without com- 
= pensation to the Secretary of Health, Education, and Welfare pursuant to section 2 
‘@ereof commodities which the Secretary of Agriculture determines to be available 
for donation under section 416 of the Agricultural Act of 1949, as amended. With 
respect to all other commodities, including cereals, made available pursuant to 
section 2, the Commodity Credit Corporation shall be reimbursed by the Secretary 
of Health, Education, and Welfare for the acquisition cost of the commodity to 
the Commodity Credit Corporation or the current support price (whichever is 
lower) plus the costs of any processing, reprocessing, packaging, transporting, or 
handling required for delivery of the commodity pursuant to section 2 which the 
Secretary of Agriculture determines to be in excess of the normal costs incurred in 
moving such e<zricultural commodity into normal commercial channels. Expend- 
itures authorized by this Act may be made by the Commodity Credit Corporation 
in advance of appropriations and shall be entered on the books of the Corporations 
as accounts receivable. 
Sec. 4. There are hereby authorized to be appropriated from any moneys in the 
Treasury not otherwise appropriated such sums as are required for the purposes of 
this Act. 


STATEMENT, 


The purpose of this bill, as introduced, was to authorize the Depart- 
ment of Agriculture to process wheat and corn into flour and cornmeal 
for distribution to needy persons in the United States. H. R. 2851 
was one of several generally similar bills which have been introduced 
primarily by Members of Congress in whose districts there is wide- 
spread unemployment and hardship because of the closing down of 
coal mines. The objective of these bills was to provide for the dis- 
tribution of surplus wheat and corn in the form of flour and cornmeal 
to miners and their families, and others similarly in distress. 

Hearings were held before both the Domestic Marketing Subcom- 
mittee and the full Committee on Agriculture. Witnesses included 
many of the authors of the bills, officials of the Department of Agri- 
culture, and representatives of farm organizations. There seems to 
be very general agreement with the need of unemployed miners and 
others for wheat flour and cornmeal to supplement the assistance they 
are already receiving, but there was substantial disagreement as to 
whether this might be accomplished under the present provisions of 
law and whether it is, in fact, a part of the operation of a farm 
program. 

Following are the bills which were considered by the committee 
during the course of this hearing: 


H. R. 2805, Mr. Bailey H. R. 3127, Mr. Morgan 
H. R. 2823, Mr. Burnside H. R. 3144, Mr. Van Zandt 
H. R. 2824, Mr. Byrd H. R. 3145, Mr. Van Zandt 
H. R. 2851, Mr. Jennings H. R. 3249, Mr. Gray 

“H. R. 2855, Mrs. Kee H. R. 3317, Mr. Kelley 

H. R. 2864, Mr. Mollohan H. R. 3706, Mr. Siler 

H. R. 2871, Mr. Perkins H. R. 3947, Mr. Staggers 


These bills presented again to the committee a problem which it 
has faced many times in the past of being asked to take legislative 
action in the field of our agricultural programs with respect to 4 
problem which is essentially one of relief, not directly a part of our 
pi cultural program itself. Time after time the most meritorious 
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sort of appeals to provide surplus agricultural commodities to partic- 
ular groups or areas have been presented to the committee. The 
committee has been most sympathetic to the plight of the persons in 
need of assistance, and in the past has gone to great lengths to meet 
those needs, although in many instances the committee could not 
find, in all good conscience, that the proposed relief program bore 
any substantial relationship to the carrying out of the farm program, 
which is the guiding responsibility of this committee. 

This situation is exemplified by the present bill and those similar 
to it. As introduced and referred to the Committee on Agriculture, 
this bill authorized the Commodity Credit Corporation to process 
agricultural commodities into a form suitable for home or institu- 
tional use. It did not change or enlarge the basic authority of the 
Corporation or of the Department of Agriculture to make such com- 
modities available, regardless of the fact that the Secretary of Agri- 
culture has not made wheat and corn available for relief distribution 
in the United States although he has the authority to do so. 


EXISTING LAW 


Distribution of these commodities could be made now under the 
authority of either section 407 or section 416 of the Agricultural Act 
of 1949, as amended by the Congress in Public Law 480, 83d Congress. 
However, these commodities would be available under the authority 
of section 407 of the act only after a Presidential finding that such 
distribution “will not displace or interfere with normal marketing of 
agricultural commodities.’’ If the commodities were made available 
under the authority of section 416, the Secretary of Agriculture would 
have to find that they were being disposed of “in order to prevent 
the waste of commodities acquired through price-support operations.” 
In addition, the Secretary would have to “obtain such assurance as 
he deems necessary that the recipients thereof will not diminish their 
normal expenditures for food by reason of such donations.” 

The efforts of the Department of Agriculture to rationalize this 
situation are set out in its report on H. R. 2851: 


The domestic distribution of wheat flour and cornmeal cannot be justified on 
the basis of the need for surplus disposal operations. Such distribution would be 
more in the nature of a welfare or a relief program, which is not a direct responsi- 
bility of this Department. 

Wheat and corn are storable commodities, and with stock rotation, there pres- 
ently is not a danger of substantial loss or waste of CCC-owned stocks. From the 
standpoint of inventory management, particularly since stocks of wheat and corn 
can be considered a reserve for strategie purposes, the Department’s first responsi- 
bility is to secure all possible sales. 

Moreover, as a possible surplus disposal operation, the domestie distribution of 
wheat flour and cornmeal would have limited impact. The amounts so moved 
would be small in relation to the size of present holdings. The additional costs to 
CCC (ineluding administrative costs) would outweigh any probable increase in 
domestic consumption of wheat and corn or any possible net reduction in the level 
of Government stocks. 

Because of the widespread use of cereal products, we also believe that it would 
be diffi¢ult to avoid significant interference with normal marketings of wheat flour 
and cornmeal, particularly in the case of schools and institutions. Even among 
needy persons and families, because of their relatively high consumption of cereal 
products, we would anticipate that a donation program would result in only a 
small overall increase in the use of cereal products. 
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THE PROBLEM OF RELIEF DISTRIBUTION 


As in the amendments adopted in 1954, the committee has done its 
best in the past to try to provide authority for the relief distribution 
of surplus foods in the United States that were as liberal as it believed 
to be consistent with the integrity of our agricultural program. In 
each instance, however, it has reached a point beyond which it felt it 
could not go and still justify its action as part of the farm program. 

The limitations which the Congress put on the Tepiesl ef surplus 
commodities for domestic welfare perpoves in Public Law 480, 83d 
Congress, were the minimum which the committee felt could be at- 
tached to this type of disposal and still justify such disposal as a part 
of the farm program. It must be recognized that there are situations 
meriting assistance to individuals on the part of the Federal Govern- 
ment which, even though they may deal with surplus agricultural 
commodities, are no part of the farm Drogen but are in fact relief 
operations and should be dealt with as such. 

In the present instance, those in distress from unemployment and 
other causes are already receiving donations of those food commodities, 
acquired by CCC in carrying out its price-support operations, which 
are perishable in nature and Save been declared available for donation 
to prevent the possibility of their being wasted. The objective of the 
authors of most of the bills considered by the committee was to add 
wheat flour and cornmeal to the list of commodities available for dis- 
tribution to those in need. 

In striking out the language of H. R. 2851 and substituting what is 
in effect a committee bill, the committee has used this and similar 
bills not only to accomplish their intended purpose but also to take 
what it believes to be logical and reasonable additional steps to 
strengthen both our assistance to needy persons and our agricultural! 
program. The amendment was offered by Mr. Poage and was 
approved by the committee unanimously. 


COMMITTEE AMENDMENT 


Briefly, the committee amendment will transfer from the Secretary 
of Agriculture to the Secretary of Health, Education, and Welfare 
responsibility over the distribution of surplus agricultural commodities 
for relief purposes in two specific types of distress areas. Those com- 
modities which are available for donation under section 416 of the 
Agricultural Act of 1949 will be made available to the Secretary of 
Health, Education, and Welfare without charge. Other commodities, 
which are not perishable and thus are not available for donation 

enerally, will be made available also but CCC will be reimbursed 
am these commodities and for any extra processing or handling 
required to make them available for relief distribution. 

The bill, as amended, is limited in its operations to two specific 
types of distress areas: Those designated by the Secretary of Labor 
as areas of “substantial labor surplus” and those designated by the 
President as warranting assistance by the Federal Government under 
Public Law 875, 81st Congress, because of a major disaster. The 
first type of area will include those suffering acute economic distress 
such as results from the closing down of coal-mining operations. 
The latter type of area will include agricultural areas suffering disaster 
from drought and similar natural causes, 
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Even though an area may be included in one of the above desig- 
nations, the program authorized in the bill will not become operative 
therein until (1) the Governor of the State has certified to the Secre- 
tary of Health, Education, and Welfare that there is acute distress 
in the area because of the conditions prevailing there and (2) arrange- 
ments satisfactory to the Secretary have been made with a properly 
designated State agency for distribution of the food within th 
Oo 


e area. 

The _—- surplus food commodities which may be requisi- 
tioned by the Secretary of Health, Education, and Welfare for 
distribution under this program is limited to that quantity which 
can be effectively distributed and utilized by families and persons 
determined to be in need in the areas approved by the Secretary for 
inclusion in the program. It is roses that the determination of 
persons in need will be made by State or local agencies and that the 
criteria will be substantially the same as those now required by the 
Secretary of Agriculture for the determination of eligible recipients 
of perishable commodities under section 416 of the 1949 act. 


DEPARTMENT OF AGRICULTURE RESPONSIBILITY 


It should be noted that the bill does not change in any way the 
authority and responsibility of the Secretary of Agriculture for surplus 
disposal programs generally. It merely places under the jurisdiction 
of the Secretary of Health, Education, and Welfare responsibility for 
what is essentially a relief program in a limited area. 

Commodities which the Secretary of Agriculture has declared avail- 
able for donation under section 416 of the 1949 act will be made 
available for this program without charge, including the cost of 
reprocessing, handling, and transporting such commodities to a central 
distribution point or points in each State. Thus the farm program 
will, as the committee believes it should, bear the cost of disposin 
of those commodities which have been acquired to support agricultur 
prices but which are perishable in nature and must be disposed of in 
some manner within a relatively short period of time. 

In the case of those commodities not regarded as perishable, where 
the CCC is not faced with the necessity of disposal in order to prevent 
possible wastage, compensation will be made to CCC for the acquisi- 
tion cost of the commodities or the current support price (whichever 
is lower) plus any unusual costs which CCC has incurred in processing 
and making these commodities available for the relief program. With 
respect to these commodities, the farm program will bear the cost of 
storage and handling up to the time they are delivered to the Secretary 
of Health, Education, and Welfare for relief purposes, and also that 
portion of the delivery and handling costs which CCC would have 
incurred had the commodity been moved into commercial trade chan- 
nels. The relief program will bear, as the committee believes it should 
the balance of the expense of making these storable commodities 
available for relief purposes. 

_ In connection with the processing of wheat, corn, and other grains 
into flour, cornmeal, or other products suitable for home consumption, 
it is the belief of the committee that the language of the bill is broad 
enough to permit the purchase by CCC for the account of the Secre- 
tary of Health, Education, and Welfare of equivalent quantities of the 








UNIVERSITY OF MICHIGAN LIBRARIES 


6 SURPLUS FARM COMMODITIES FOR RELIEF DISTRIBUTION 


processed products, rather than going through the possibly more 
expensive procedure of arranging for the processing and packaging of 
grain actually in CCC warehouses, 

The bill will permit the program to get underway as rapidly as the 
Secretary of Health, Education, and Welfare can assume admin- 
istrative jurisdiction over it, without the necessity of waiting for an 
advance appropriation for the reimbursement of the CCC, 
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SALE OF LAND TO THE CITY OF WOODWARD, OKLA. 





May 11, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cootey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 1762) 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 1762) to provide for the conveyance of certain lands by the 
United States to the city of Woodward, Okla., having considered the 
same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

Page 1, line 4, strike out “conveyance by quitclaim deed,” and 
insert “‘sell’’. 

Page 1, lines 5 and 6, strike out “all of the right, title, and interest 
of the United States in and to”’ and insert “subject to section 2 of 
this act,’’. 

Page 2, after line 5, insert the following new section: 

Sec. 2. (a) The property referred to in section 1 of this act shall be sold to the 
city of Woodward, Oklahoma, only after payment by such city of an amount 
equal to 50 per centum of the fair market value of such property as determined by 
the Secretary of Agriculture after he has caused such property to be appraised. 

(b) Title to the property purchased under this act shall be conveyed to the city 
of Woodward, Oklahoma, by the Secretary of Agriculture subject to such condi- 
tions, limitations, or reservations, as the Secretary may deem necessary to protect 
the interests of the United States. 


STATEMENT 


This bill, with the committee amendments, will authorize the 
Secretary of Agriculture to sell to the city of Woodward, Okla., for 
one-half its appraised value a tract of a little less than 1 acre of land 
as a site for construction by the city of a water-storage tank as part of 
its municipal water system. 

The land in question is part of a 480-acre tract purchased by the 
United States in 1938 at a cost of $14,000 and now operated as the 

55006 

















UNIVERSITY OF MICHIGAN LIBRARIES 





2 SALE OF LAND TO THE CITY OF WOODWARD, OKLA. 


Southern Great Plains Experiment Station. The small tract involved 
in the sale authorized by this bill is located on a high ridge west of the 
city. It is the exact location of a former farmstead and because of 
the effect of building foundations, barns, and other farmstead im- 
provements on the character of the soil, Department officials report 
that it is unsuitable for use as part of the general field experiment 
operations and therefore of no value to the United States for that 
purpose. 

Approval of the bill with the amendments adopted by the com- 
mittee is recommended by the Department of Agriculture, and the 
letter indicating such approval is appended hereto as a part of this 
report. 





Marcs 21, 1955. 
Hon. Haroup D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConcressMAN Cooter: This is in reply to your request of February 8, 
1955, for a report on H. R. 1762, a bill to provide for the conveyance of certain 
lands by the United States to the city of Woodward, Okla. 

In your letter of March 12, 1955, you sent to us amendments, proposed by 
Representative Belcher, to provide for payment of 50 percent of the value of the 
property and to authorize the Secretary of Agriculture to make the conveyance 
subject to any conditions, limitations, or reservations deemed necessary in order 
to protect the interests of the United States. 

Jith these amendments, the Department recommends passage of the proposed 
legislation. 

The bill directs the conveyance of 0.94 of an acre, more or less, of the United 
States Southern Great Plains Station, located at Woodward, Okla., to the city of 
Woodward. 

The land to be conveyed is located on a high ridge at the north end of the field 
station and west of the city. It would be used by the city of Woodward to erect a 
water-storage tank in connection with expanding their waterworks system. Prior 
to acquisition by the Government, this section of land was the exact site of a 
farmstead. Haystacks, corrals, and building foundations disturbed the character 
of the soil so as to make it unusable for experimental purposes. Therefore, the 
conveyance of the land would not adversely affect operation of the station. The 
land is — of a 480-acre tract purchased in 1938 at a cost of $14,000. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
True D. Morss, Acting Secretary. 
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AMENDING SECTION 216 (B) OF THE MERCHANT MARINE 
ACT, 1936, AS AMENDED, TO PROVIDE FOR THE MAIN- 
TENANCE OF THE MERCHANT MARINE ACADEMY 





Mary 11, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


(To accompany H. R. 6043] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 6043) to amend section 216 (b) of the Merchant 
Marine Act, 1936, as amended, to provide for the maintenance of the 
Merchant Marine Academy, having considered the same, report 
rete se d thereon without amendment and recommend that the bill 

0 pass. 

The purpose of the bill is to establish the Merchant Marine Academy 
at Kings Point, N. Y., on a permanent basis. Under the Merchant 
Marine Act, 1936, the Secretary of Commerce is authorized to train 
American citizens to become licensed officers of the merchant marine 
but there is no provision for the establishment or maintenance of a 
school for that purpose. The present Merchant Marine Academy 
was established in 1938 under the general authority referred to above 
and in 1949 was accredited by the Middle Atlantic States Association 
of Colleges and Secondary Schools and thus was able to give its 
graduates a nationally recognized degree. 

Entrance to the Academy is based on the result of a nationwide 
examination and, under this bill, admission of candidates qualifying 
on such examination will be apportioned among the States on the 
basis of representation in Congress from each State. Vacancies re- 
maining in any States’ quota will be filled by the Secretary of Com- 
merce with qualified candidates from other States. The course of 
instruction provides for 1 year of attendance at the Academy followed 
by a year at sea in the status of cadet on American merchant ships, 
with 2 additional years at the Academy. Graduates are eligible for 
licensing by the Coast Guard as third engineers or third mates, de- 
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pending on their specialty, and may, at the discretion of the Secretary 
of the Navy, receive commissions as Reserve ensigns. Provision is 
made for allowances to cover the cost of all required uniforms and 
textbooks. 

The bill is substantially similar to H. R. 9434 of the 83d Congress, 
which was reported by this committee and passed by the House in 
1954. Extensive hearings were held in connection with that. bill 
during which the necessity for a training program for highly qualified 
merchant marine officers was definitely established. The American 
merchant marine industry is subject to great fluctuations in employ- 
ment. During period of minimum activity, there are far too few 
jobs to employ the available supply of licensed ships’ officers, while 
in periods of emergency, extreme measures must be taken by Govern- 
ment to assure that needed ships are manned. But good times or 
bad, the quality of training given graduates of the Merchant Marine 
Academy is such that the industry seeks their services. 

The responsibility for the maintenance of an American merchant 
marine is on the Federal Government, both by reason of the necessities 
of defense and by the express terms of the Merchant Marine Act, 1936. 
The merchant marine is an integral part of our national defense and 
it is the primary duty of the Federal Government to see to it that a 
steady supply of highly trained and qualified officers is maintained, 
capable of coordination with, and integration into, our Armed Forces 
in time of war and of efficient and economical operation of our ships 
in peacetime. This necessity for at least a nucleus of highly trained 
officers appears to be recognized now by the representative of labor 
who appeared before the committee in connection with the bill. 
Where last vear he contended that the Academy was unnecessary 
since the needs of the merchant marine could be met in full by up- 
grading individuals already serving aboard ships, on the present bill 
he indicated qualified approval with the observation that the course 
should be recast so as to enable graduates to be licensed as captains 
or chief engineers. This suggestion was deemed impracticable by the 
committee since, with the necessary qualifying periods at sea, the 
course would be extended to 8 or more years. 

It is a matter of pride that graduates of the Merchant Marine 
Academy served with distinction during the last war both in the 
merchant marine and the Navy which is a tribute, at least in part, 
to the training afforded them. It is the view of the committee that 
the value of the Academy cannot successfully be questioned. In 
time of war, the merchant marine takes its place beside the Army, 
the Navy, and the Air Foree as a vital component of our national 
defense, and trained leadership must be available to it. To achieve it, 
the Merchant Marine Academy must be maintained and recognized 
as one of the group of academies furnishing specialized training to 
young men for the service of their country. This bill effectuates 

that purpose by granting to it a status equivalent to that of the 
Military, Naval, Coast Guard, and Air Force Academies. 

The present bill is a clean bill introduced after hearings on H. BR. 
595, H. R. 3088, and H. R. 3318, three identical bills on the same 
subject. At those hearings, Mr. Clarence G. Morse, Maritime 
Administrator, expressed his approval of the purpose of the bills but 
objected to a provision providing for pay and allowances equal to 
those received by Naval Academy midshipmen. This provision has 
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been deleted from the present bill being reported by the committee 


and a provision substituted providing for an allowance for all required 
uniforms and textbooks. 


The report of the Navy Department on the bills referred to follows: 


DEPARTMENT OF THE Navy, 
OrFicE oF THE JUDGE ApvocatTE GENERAL, 
Washington, D. C., April 20, 1955. 
Hon. Herrert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

My Dear Mer. CuarkMan: Your request for comment on H. R. 595 and H. R. 
3088 identical bills to amend section 216 (b) of the Merchant Marine Act, 1936, 
as amended, to provide for the maintenance fo the Merchant Marine Academy 
has been assigned to this Department by the Seereteary of Defense for the prepa- 
ration of a report thereon expressing the views of the Depertment of Defense. 

These bills would avrend section 216 (b) of the Merchant Merine Act, 1936, as 
amended, to provide that the Secretary of Commerce shall maintain a Merchant 
Marine Academy at Kings Point, N. Y., for the instruction and preparation for 
service in the merchant inarine of selected persons as officers. Appointments to 
the Academy would be made bv the Secretary of Commerce from among nomi- 
nees of Senators and Representatives in the order of merit established by com- 
petitive exarrinetions. The bills further provide that cadets may be appointed 
midshipmen in the Naval Reserve, and upon graduation may be commissioned 

‘nsigns in the Naval Reserve. 

The interest of the Department of Defense 

» national defense requirement for an adec 


in maritime academies stems from 
uate merchant marine manned by 
well-trained officers possessing an understanding of naval procedures and capable 
of operating with the Navy during time of war. This Department desires to 
continue to participate in the training of merchant marine officers to the extent 
of teaching naval science courses to those who are eligible for Naval Reserve 
commissions. However, the Department of the Navy neither requires nor 
desires the operation of any maritime academy for the sole purpose of producing 
Naval Reserve officers. Inasmuch as the Secretary of the Navy would be granted 
discretionary authority to appoint Reserve midshipmen and Reserve ensigns 
from cadets and graduates of the United States Merchant Marine Academy, 
this would satisfy the requirements of the Department of the Navy 

Accordingly, the Department of the Navy, on behalf of the Department of 
Defense, interposes no objection to the enactment of H. R. 595 and H. R. 3088. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

There has been insufficient time to obtain advice from the Bureau of the 
sudget as to the relationship of this report on H. R. 595 and H. R. 3088 to the 
program of the President. 

Sincerely yours, 
Ira H. Nowy, 
Rear Admiral, United States Navy. 
Judge Advocate General of the Navy 
(For the Secretary of the Navy). 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XII of the Rules of the House of 
2 =. ; ke ; ‘ 
Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is made is shown in roman): 

Sec. 216. (b) [The Commission is hereby authorized to train American citizens 
to become licensed officers of the merchant marine of the United States in a status 
of cadets and cadet officers on Government-owned and subsidized vessels and, 
in cooperation with other governmental and private agencies, on other vessels 
and, for instructional purposes only, in shipyards, plants, and industrial and 
educational organizations, under rules and regulations preseribed by the Com- 
mission and upon such terms as the Commission may arrange, and expenditures 
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incident to such training are hereby authorized.] (1) The Secretary of Commerce 
shall maintain a Merchant Marine Academy at Kings Point, New York, for the 
instruction and preparation for service in the merchant marine of selected persons ag 
officers thereof. Competitive examinations shall be held annually among those per- 
sons nominated as candidates to the Academy by Senators and Representatives. 
The number of vacancies allocated to each State shall be proportioned to the repre- 
sentation in Congress from that State. Appointments from each State shall be made 
by the Secretary of Commerce from among qualified candidates nominated from that 
State in the order of merit established by the examinations. In case vacancies remain 
after the appointments under the preceding sentence have been made, the Secretary of 
Se shall fill them by appointments from qualified candidates from other 
tates. 

(2) In connection with such instruction and as a part thereof, the Secretary of 
Commerce is authorized to provide for training of merchant marine cadets on Govern- 
ment-owned and subeiiieed vessels and, in cooperation with other governmental and 
private agencies, on other vessels, and, for instructional purposes only, in shipyards, 
plants and industrial and educational organizations, under rules and regulations 
prescribed by the Secretary of Commerce and upon such terms as the Secretary of 
Commerce may arrange, and expenditures incident to such training are hereby 
authorized. 

(8) Cadets appointed to the United States Merchant Marine Academy may be 
appointed by the Secretary of the Navy as Reserve midshipmen in the United States 

avy and may be commissioned as Reserve ensigns in the United States Navy upon 
graduation from this Academy. 

(4) Cadets at the United States Merchant Marine Academy shall receive allowances 
for all required uniforms and textbooks as prescribed by rules and regulations under 
this Act, and to transportation, including reimbursement of traveling expenses, while 
traveling under orders as a cadet. 

(5) (a) “Representative” as used in this Act shall include Delegates to the House of 
Representatives from Alaska and Hawaii and the Resident Commissioner from the 
Commonwealth of Puerto Rico. 

(b) ‘State’ as used in this Act shall include Territories of Alaska, Hawati, and 
the Commonwealth of Puerto Rico. 

O 
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ADJUSTING SALARIES OF JUDGES OF MUNICIPAL COURT OF 
APPEALS FOR DISTRICT OF COLUMBIA, MUNICIPAL COURT FOR 
DISTRICT OF COLUMBIA, DISTRICT OF COLUMBIA TAX COURT, 
AND JUVENILE,COURT OF DISTRICT OF COLUMBIA . 





May 12, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8S. 727] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 727) to adjust the salaries of the judges of the municipal 
court of appeals for the District of Columbia, the municipal court for 
the District of Columbia, the juvenile court of the District of Colum- 
bia, and the District of Columbia tax court, having considered the 
same, report favorably thereon with amendments and recommend that 
the bill (S. 727), as amended, do pass. 

The amendments are as follows: 

Strike all after the enacting clause and insert in lieu thereof the 
following: 


That the sixth paragraph of section 6 of the Act of April 1, 1942, as amended (11 
D. C. Code, sec. 771), is amended by striking out “$14,500” and substituting 
Satan “$17,500” and by striking out $14,000” and substituting therefor 
“$17,000"’. 

Sec. 2. Section 2 of the Act of April 1, 1942, as amended (11 D. C. Code, sec. 
753), is amended by striking out “$13,500” and substituting therefor “$16,500” 
and by striking out ‘‘$13,000” and substituting therefor ‘‘$16,000”’. 

Sec. 3. Section 2 of title IX of the District of Columbia Revenue Act of 1937, 
as amended by the Acts of May 16, 1938 and June 10, 1952, is amended as follows: 
By striking out in the second paragraph thereof ‘‘$13,000” and substituting there- 
for $16,000’. 

Sec. 4. The last sentence of section 19 of the Juvenile Court Act of the District 
of Columbia (11 D. C. Code, sec. 920) is amended to read as follows: “The salary 
of the judge shall be $14,800 per annum.” 


Amend the title so as to read: 


A bill to adjust the salaries of judges of the Municipal Court of Appeals for the 
District of Columbia, the salaries of the judges of the Municipal Court for the 
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District of Columbia, the salary of the judge of the District of Columbia Tax Court, 
and the salary of the judge of the Juvenile Court of the District of Columbia. 


The purpose of this legislation is to increase the salaries of the 
judges of the municipal court of appeals for the District of Columbia, 
the salaries of the judges of the municipal court for the District of 
Columbia, and the salary of the judge of the Tax Court for the District 
of Columbia, and the judge of the juvenile court for the District 
of Columbia. 

Under existing law the salary of the chief judge of the municipal 
court of appeals for the District of Columbia is $14,500 and the 
associate judges of the same court receive $14,000. Under the pro- 
posed bill the salary of the chief judge of the municival court of 
appeals would be increased to $17,500, and that of the associate 
judges of this court to $17,000. 

The salary of the chief judge of the municipal court for the District 
of Columbia, under existing law, is $13,500 and under this proposed 
legislation the salary would be increased to $16,500. ‘The salaries 
of the associate judges of the municipal court for the District of 
Columbia are $13,000. Under this legislation they would be increased 
to $16,000. 

At the present time the judge of the tax court for the District of 
Columbia is paid at the rate of $13,000 a year. Under the proposed 
bill he would receive a salary of $16,000. 

The salary of the judge of the juvenile court of the District of 
Columbia, under existing law, is $11,800 and under the proposed 
legislation would be increased to $14,800. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


District oF CoLtumsBia CopE 11-771 (56 Sratr. 194, 63 Srar 483, 63 Svar. 887) 


There is hereby established and created an intermediate appellate court for 
the District of Columbia to be known as “The Municipal Court of Appeals for 
the District of Columbia’’, for the hearing of appeals from judgments and orders 
of The Municipal Court for the District of Columbia as established by subchapter 
I, and of the Juvenile Court of the District of Columbia, as hereinafter provided. 

The court shall adopt and have a seal and shall be a court of record. 

The said court shall consist of three judges appointed by the President with 
the adviee and consent of the Senate, two of whom shall constitute a quorum, 
and one of whom shal! be designated by the President as chief judge. 

No person other than a bona fide resident of the area consisting of the District 
of Columbia; Montgomery and Prince Georges Counties, Maryland; Arlington 
and Fairfax Counties Virginia: and the city of Alexandria, Virginia, and main- 
taining an actual place of abode in such area for at least five years immediately 
prior to his appointment or who shall have been a judge of one of the courts of 
the Distriet of Columbia, shall be appointed a judge of the Municipal Court of 
Appeals for the District of Columbia. Further, all appointees shall have been 
actively engaged in the practice of the law in the District of Columbia for a 
period of at least five years immediately prior to their appointment. Service 
during the present emergency in the Armed Forces of the United States shal! be 
inchided in the computation of the five-year requ’rements here.n specified 

The chief judge shall be appointed for a term of ten years and the asscciate 
judges shal! be appointed initially for terms of eight and six years each. 


ia gets Been a i teens 


i i aan i a i eee 


in ee ee ae ae 


lol 


> 





urt, 


the 
bia, 
t of 
rict 
rict 


ipal 

the 
pro- 
t of 


"late 


trict 
osed 
aries 
‘t of 
USK d 


et of 


| sed 


ct of 
yosed 


of the 
e bill, 
to be 
talics, 
.- 


7. 887) 


urt for 
sais for 
| orders 
shapter 
ovided. 


nt with 
uorum, 


District 
rlington 
| main- 
ediately 
ourts of 
‘ourt of 
ve heen 
ia for a 
Service 
shal! be 
1 


yssociate 


ADJUST SALARIES OF JUDGES FOR THE DISTRICT OF COLUMBIA 3 


Subsequent appointments and reappointments to this court shall be for a 
term of ten years each. All judges shall continue in office until their successors 
shall be appointed and qualified. Each judge shall be subject to removal only 
in the manner and for the same causes as are now or hereafter provided for the 
removal of Federal judges. The salary of the chief judge shall be [$14,500] 
$17,500 per annum and that of each associate judge shall be [$14,000] $17,000 
per annum. Each judge, when appointed, shall take the oath prescribed for 
judges of courts of the United States. In the event of the absence, disability, or 
disqualification of any judge of The Municipal Court of Appeals for the District 
of Columbia, or in the event of a vacancy in the office of any such judze, the chief 
judge of said court may designate and assign any judge of The Municipal Court 
for the District of Columbia to act temporarily as a judge of said court. Like- 
wise the chief judge, whenever he finds it in the public interest to do so, may 
designate and assign any judge of said Municipal Court of Appeals. to act tem- 
porarily as a judge of The Municipal Court for the District of Columbia. In the 
event of the absence, disability, or disqualification of the chief judge of said court, 
his powers shall be exercised by that judge of said court next in seniority according 
to the date of commission. 

The said court shall appoint and remove a clerk who shall exercise the same 
powers and perform the same duties in regard to all matters within the jurisdic- 
tion of the court as are exercised and performed by the clerk of the United States 
Court of Appeals for the District of Columbia, so far as the same may be appli- 
cable, and his compensation shall be fixed by the court in accordance with the 
Classification Act of 1923, as amended. ‘The clerk of the court, subject to the 
approval of the chief judge, shall have authority to appoint and remove such 
deputy clerks and such other employees as he may deem necessary, and to have 
their compensation fixed by the chief judge in accordance with the Classification 
Act of 1923, as amended, and shall have supervision and direction over them 
except clerks serving the respective judges, who shall be appointed and removed 
from office by the respective judges, their compensation to be fixed by the respec- 
tive judges in accordance with the Classification Act of 1923, as amended. 


District of CotumsBia Cone 11-753 (56 Star. 191, 63 Srar. 482, 63 Srat. 887) 


Subsequent appointments and reappointments to this court shall be for a term 
of ten years each. All judges shall continue in office until their successors shall be 
appointed and qualified. Each judge shall be subject to removal only in the 
manner and for the same causes as are now or hereafter provided for the removal 
of Federal judges. The salary of the chief judge shall be [$13,500] $16,500 
per annum and the salary of each associate judge shall be [$13,000] $16,000 per 
annum. Each judge, when appointed shall take the oath prescribed for judges 
of courts of the United States. No person other than a bona fide resident of 
the area consisting of the District of Columbia; Montgomery and Prince Georges 
Counties, Maryland; Arlington and Fairfax Counties, Virginia; and the city of 
Alexandria, Virginia, and maintaining an actual place of abode in such area for 
at least five years immediately prior to his appointment, or who shall have been 
a judge of one of the courts of the District of Columbia, shall be appointed a judge 
of The Municipal Court for the District of Columbia: Provided, however, That 
not more than two nonresident persons may be appointed and serve as judges of 
the said municipal court at any one time. Further, all appointees shall have 
been members of the bar of the District of Columbia for a period of at least five 
years, and shall have been actively engaged in the private practice of law in the 
District of Columbia for a period of at least five consecutive years immediately 
orior to their appointment, or shall have been employed as an attorney in the 

istrict of Columbia in the Government of the United States or in the govern- 
ment of the District of Columbia for a period of at least five consecutive years 
immediately prior to their appointment. Service during the present emergency 
in the armed forces of the United States shall be included in the computation of 
the five-year requirements herein specified. 


0 
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PROVIDING FOR THE RELIEF OF CERTAIN MEMBERS OF 
THE ARMY AND AIR FORCE 





May 12, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Lanz, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. R. 5652} 








The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5652), to provide for the relief of certain members of the Army 
and Air Force, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of this proposed legislation is to authorize pay and 
allowances of Regular Army and Regular Air Force officers while 
absent from duty awaiting orders. 

The proposed bill was submitted with a communication from the 
Department of the Army addressed to the Speaker of the House of 
Representatives under date of March 30, 1955, and referred to this 
committee. 

After careful study, your committee recommends favorable con- 
sideration of the bill. 

A statement of facts and the communication from the Department 
of the Army are set out below. 
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STATEMENT OF FACT 












The Department of the Army has been designated to represent the 
Department of Defense for this legislation. 

This proposed legislation would validate payment of pay and allow- 
ances already made to officers commissioned in the Regular Army 
or Regular Air Force from the date they formally accepted their 
appointments while awaiting orders to their first-duty stations and 
who were not charged leave for such period. For all intents and 
purposes these officers were in the Army or Air Force and could not 
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accept other employment for the period of delay in reporting. Most 
of the individuals who were affected adversely were the distinguished 
military students of the senior division of the Reserve Officers’ Truin- 
ing Corps who were appointed as second lieutenants in the Regular 
Army or Regular Air Force. 

Prior to the enactment of the amendment to section 4 of the Armed 
Forces Leave Act of 1946, the pay of a newly commissioned officer 
commenced on the date he formally accepted his appointment. This 
was authorized pursuant to section 1265, Revised Statutes. Cadets 
who graduate or who have graduated from the United States Military 
Academy and who are or were commissioned as second lieutenants 
receive full pay as second lieutenants from and including the date of 
their graduation under another provision of law, the act of December 
20, 1886, as amended by section 2, act of June 2, 1950. Section 1265 
of the Revised Statutes, which authorized pay of a commissioned 
officer from date of appointment, was antaiel by section 4, act of 
August 4, 1947, which act amended section 4 of the Armed Forces 
Leave Act of 1946. The purpose of the amendment to section 4 of 
the Armed Forces Leave Act of 1946 was to grant to all personnel 
equal treatment in the matter of leave and to clarify and correct 
certain inequities, injustices, and defects which arose in the adminis- 
tration of the Leave Act. However, that amendment created an 
inequity by permitting only those individuals appointed pursuant to 
the act of December 28, 1945, to be entitled to pay and allowances 
while absent from duty awaiting orders assigning them to their initial 
duty stations. The act of December 28, 1945, provided for the 
selection for appointment in the Regular Army of a limited number 
of persons who were serving as temporary officers of the Army of the 
United States and was not applicable to all the Regular services in 
general or to all the Reserve components. 

Administrative procedures of the Departments of the Army and 
the Air Force have been changed so that there is no longer a waiting 
period between the time such officers formally accept their appoint- 
ments and the date they report to their first duty stations. 

This proposed legislation further authorizes those commissioned 
officers who received pay and allowances for the period they were 
absent from duty, and who refunded the amount to the United States, 
to be paid the amount involved. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., March 30, 1956. 
Hon. Sam Rayrvurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
provide for the relief of certain members of the Army and Air Force, and for 
other purposes. 

This proposal is a part of the Department of Defense legislative program 
for 1955, and the Bureau of the Budget has advised that there would be no 
objection to its submission to the Congress for consideration. The Department 
of the Army has been designated as the representative of the Department of 
Defense for this legislation. It is recommended that this proposal be enacted 
by the Congress, 
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PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to (a) authorize the payment of pay 
and allowances to those commissioned officers of the Regular Army or Regular 
Air Force (except those appointed pursuant to the act of December 28, 1945 
(59 Stat. 663), as amended, for the period after August 31, 1946, and after their 
acceptance as a commissioned officer of the Regular Army or Regular Air Force, 
during which period they were absent from duty by authority of the Secretary 
concerned awaiting orders assigning them to their initial duty station, but have 
not received such payment; (6) validate payment of pay and allowances already 
made to those officers in (a) above; (c) to authorize those commissioned officers in 
(a) above who, having refunded to the United States the amount paid them as pay 
and allowances, to be entitled to be paid the amount involved. 

Subsection 4 (b), Armed Forces Leave Act of 1946 (60 Stat. 964), as amended 
(37 U. 8. C. 33 (b)), provides that persons who have accepted appointments as 
commissioned officers of the Regular Army or Regular Air Force pursuant to the 
provisions of the act of December 28, 1945 (59 Stat. 663), as amended, may be 
authorized to be absent from duty while awaiting orders assigning them to their 
initial duty stations, and that during such absence they shall receive the same pay 
and allowances they would receive if not so absent. Officers appointed in the 
Regular Army or Regular Air Force pursuant to other provisions of law are not 
entitled to pay allowances while awaiting orders assigning them to their initial 
duty stations unless such periods of absence are chargeable to annual leave. 

In this regard, on June 10, 1952, The Judge Advocate General of the Army 
expressed the view that “an individual tendered an appointment in the Regular 
Army * * * becomes an officer on the active list of the Regular Army on the 
date of execution of oath of office,” and “‘hecomes entitled to the basic pay and 
allowances of his grade from such date without regard to the nature or post of 
duty assigned him or lack of such assignment.’”” On April 15, 1953, the Chief, 
Audit Agency, General Accounting Office, advised the Chief of Finance, United 
States Army, that that Office “‘does not concur with the opinion of the Judge 
Advocate General and credit will be withheld in the disbursing officers, accounts 
for payments of pay and allowances prior to the date the individuals departed 
for their initial duty station.” 

Accordingly, action has been initiated by the Department of the Army and the 
Department of the Air Force to recover payments of this nature from the officers 
concerned. 

The Department of Defense believes that, in view of the inequity which permits 
payments of pay and allowances to persons who have accepted appointments as 
commissioned officers of the Regular Army or Regular Air Force pursuant to the 
act of December 28, 1945 (59 Stat. 663), as amended, for periods they were au- 
thorized to be absent from duty awaiting orders assigning them to their initial 
duty stations, but not to persons who have accepted appointments as commis- 
sioned officers of the Regular Army or Regular Air Force pursuant to other pro- 
visions of law for similar periods they were authorized to be absent from duty 
awaiting orders assigning them to their initial duty stations, and in view of the 
obvious hardship that would be imposed if persons of the latter class were required 
to return moneys paid to them as pay and allowances for such periods, relief 
legislation designed to accomplish the purposes set forth above should be enacted 
by the Congress. It is estimated that approximately 4,000 Regular Army 
officers and 1,200 Regular Air Force officers would be affected by this proposal. 


COST OF BUDGET DATA 


It is estimated that the additional cost to the Government by the enactment of 
this proposed legislation would be approximately $385,000. Further, the enact- 
ment of this proposal will validate payments made in the amount of $1,400,000 
for the Department of the Army, and $600,000 for the Department of the Air 
Force 

Sincerely yours, 
Cuarwes C. Finucane, 
Acting Secretary of the Army. 


O 
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1st Session No. 588 


847TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 












AMEND THE DISTRICT OF COLUMBIA TRAFFIC ACT 





Mar 12, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMiuttan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 6063} 








=| The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 6063) to amend the District of Columbia Traffic Act, 
1925, to exempt certain officers and employees of the Senate and 
House of Representatives from the requirements of such act relating 
to the registration of motor vehicles and the licensing of operators 
when they can prove legal residence in some State, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

The purpose of this bill is to exempt certain employees of standing, 
select, and joint committees of the Senate and House of Representa- 
tives and other employees of the Senate or House of Representatives 
from the requirement of registering motor vehicles in the District of 
Columbia. 

There is a provision which requires that such employees be legal 
residents of another State and entitled to register their motor vehicles 
in such State. 

These employees were excluded from the act of August 16, 1954 
(Public Law 596), which exempted from the requirements of this 
provision of law Members of the Senate, Members of the House of 
Representatives, Delegates to Congress and Resident Commissioners, 
and administrative employees of Senators, Representatives, Delegates, 
and Resident Commissioners. 
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CHANGES IN EXISTING LAW 











In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
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omitted is enclosed in black brackets, new matter is printed in italics, 
éxisting law in which no change is proposed is shown in roman): 


Section 40-303 (a), District or CotumsBia Cope, 1951 Eprrion (43 Strat. 1123) 


(a) The owner or operator of any motor vehicle who is not a legal resident of 
the District, and who has complied with the laws of any State, Territory, or 
possession of the United States, or of a foreign country or political subdivision 
thereof, in respect of the registration of motor vehicles and the licensing of oper- 
ators thereof, shall, subject to the provisions of this section, be exempt from 
compliance with section 7 and with any provision of law or regulation requiring 
the registration of motor vehicles or the display of identification tags in the 
District. Such exemption shall cover the period immediately following the 
entrance of such owner or operator into the District equal to the period for which 
the Commissioners or their designated agent have previously found that a similar 
privilege is extended to legal residents of the District by such State, Territory, 
or possession of the United States, or foreign country or political subdivision 
thereof. The Commissioners or their designated agent shall from time to time 
ascertain such privileges and cause their or his findings to be promulgated. 
When the laws of any State, Territory, or possession of the United States or of a 
foreign country or of a political subdivision thereof contain a reciprocity provision 
similar to that hereinabove set forth, or the privilege extended to a legal resident 
of the District is for the remaining portion of the current District of Columbia 
registration year, then the owner of any motor vehicle who is a legal resident of 
such State, Territory, or possession of the United States, or of a foreign country 
or political subdivision thereof shall comply with the provisions of section 7 of 
this Act and with every other provision of law or regulation requiring the regis- 
tration of motor vehicles and the display of identification tags in the District at 
the time of the expiration of the current motor vehicle registration issued to 
such owner by such State, Territory, or possession of the United States or a foreign 
country or political subdivision thereof, unless the Commissioners or their desig- 
nated agent shall have entered into a reciprocal agreement or arrangement with 
the duly authorized representatives of pean 4 State, Territory, or possession of the 
United States or a foreign country or political subdivision thereof, further to 
limit or to extend the period of time during which the validity of the motor 
vehicle registration and identification tags of such State, Territory, or possession 
of the United States or foreign country or political subdivision thereof shall be 
recognized by the District. The Commissioners or their designated agent are 
hereby authorized and empowered to enter into reciprocal agreements and arrange- 
ments as aforesaid. The following persons shall, with respect to the registration 
of motor vehicles and the licensing of operators thereof, if they have complied 
with the laws of the State, Territory, or possession from which they have been 
elected or appointed, or of which they are legal residents, be exempt during their 
respective terms of office or during the period of their employment [as adminis- 
trative employees] from compliance with section 7 and with any other provision 
of law or regulation requiring the registration of motor vehicles and the display 
of identification tags in the District: Senators and Representatives in Congress; 
Delegates to Congress; Resident Commissioners; [administrative employees of 
Senators, Representatives, Delegates, and Resident Commissioners who are legal 
residents of the State, Territory, or possession from which said Senators, Repre 
sentatives, Delegates, and Resident Commissioners have been elected or 
appointed;] employees of Senators, Representatives, Delegates and Resident Com- 
missioners, employees of the standing, select, and joint committees of the Senate and 
House of Representatives, and all other officers and employees in or under the Senate 
and the House of Representatives: Provided, That such employees are legal residents 
of some State and entitled to register their motor vehicles in such State and officers of 
the executive branch of the Government of the United States who are not 
domiciled within the District of Columbia, whose appointment to the office held 
by them was by the President of the United States, subject to confirmation by 
the Senate, and whose tenure of office is at the pleasure of the President. 
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DISTRICT OF COLUMBIA APPROPRIATION BILL, FISCAL 
YEAR 1956 





Mar 13, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Raxsaut, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 6239} 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
District of Columbia for the fiscal year ending June 30, 1956. 


SuMMARY OF THE BILL 


The Committee has approved $166,547,509 for the operation of 
the Government of the District of Columbia, which includes $34,306,- 
500 for capital outlay. This is a decrease of $4,225,290 in the amount 
appropriated for fiscal year 1955, and a reduction of $8,857,791 in 
the budget estimates. The proposed program would be financed as 
follows: 

Federal contributions and payments. .......-----..------------ $17, 892, 700 
PT Re foe Soo) SC OL. sch mececcaduddweaweehensemase 9, 700, 000 


Bl | ae ae ioe Pe peapeaet KYA a tS eben NIE Se 137, 833, 000 
Surplus from fiscal 1955 and prior years.-........---.-.-------- 7, 313, 818 

172, 759, 518 
Amount recommended in the bill 166, 547, 509 
Estimated surplus, June 30, 1956 6, 192, 009 


1 
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The Committee is well aware of the surplus it has created in the 
District Treasury. However, it wishes to make the following state- 
ment before proceeding to the detailed explanation of the bill. 

Federal funds represent approximately 11.5 percent of the total 
budget presented to the Committee and the balance, or 88.5 percent, 
is District funds. However, the Congress has responsibility for the 
fiscal management of the District of Columbia, and as the Nissher of 
the purse” is compelled to state that fiscal irresponsibility seems to 
be the keynote of the 1956 District budget. 

The budget, as originally submitted to the Congress, indicated a 
deficit of $860,489 in the general fund and a net surplus of only 
$271,407 in all funds. The estimate of revenue was revised on April 
11, er 3 days prior to the hearings, to provide a surplus in the general 
fund of only $268,672, and a net surplus in all funds of $1,416,118. 

Sound fiscal management provides for the establishment of budget 
reserves. The budget presented to the Congress is $4,632,501 above 
the 1955 appropriations but still does not include the customary 
reserve of $1,000,000 for supplemental estimates which are normally 
presented later in the fiscal year. 

In spite of the very limited availability of funds the Congress re- 
ceived a supplemental estimate on April 13 increasing the budget 
by $221,300. The Committee wishes to point out that while it is 
not accustomed to receiving supplemental estimates decreasing budget 
estimates, it is not unreceptive when such estimates are presented. 

Such fiscal irresponsibility leaves the Committee with but one 
alternative and that is to reduce the budget. It has, accordingly, 
made reductions in the budget increases requested and believes that 
services necessary for the efficient functioning of the District govern- 
ment will not be affected. 

The activities of the District of Columbia are financed out of five 
separate funds. The status of these funds and the effect of the 
Committee’s action in the accompanying bill are summarized as 
follows: 


























Sanitary | Motor- 
General Highway Water sewage vehicle Total 
fund fund fund works parking — 
fund fund 
Appropriations, 1955.........- 1$138,498,386 |$18, 045,471 | $9,985,303 | $4,040,686 | $285, 646 ($170, 855, 492 
Estimates, 1956. .............. 2 138, 613, 850 | 20,881,500 | 10,733, 100 4, 569, 950 606, 900 | 175, 405, 300 
Recommended, 1956..........} 3 133, 419, 159 | 17,876,700 | 10,408,100 | 4,447,950 | 395,600 | 166, 547, 509 
Recommended amount com- 
pared with— 
Appropriations, 1955......| —5,079,227 | 168,771 | -+422,797 | +407, 264 |+-109, 954 | —4, 307, 983 
Estimates, 1956......-....] —5, 194,691 | —3, 004, 800 --325, 000 —122,000 |—211,300 | —8, 857, 79! 
Estimated revenues, 1956.....|* 154,800,622 | 21,081, 50C | 10,852, 816 4, 469, 914 |1, 534, 666 | ! 172,739,518 
Estimated surplus, 1956......- 1, 381,463 | 3,204,800 444,716 21, 964 |1, 139, 066 6, 192, 006 
i ; 





1 Includes $20,000,000 Federal payment and $82,693 for claims and judgments payable from 1955 funds 
3 Includes $20,000,000 Federal payment. 
2 Includes $16,000,000 Federal payment. 


FEDERAL PAYMENTS 


The bill provides a total Federal payment of $17,892,700, which is 


allocated as follows: 
a te NOR BREE... ka coc cca auwabosscanndmessenenpue 


$16, 000, 000 


jo sO Reet es eee Seen EXO Pore me ner Me tilde” 1, 302, 000 
To the sanitary sewage works fund. .................---.-...-- 590, 700 
Tete, Pebeeel CaP Min cndccdcinccscccncntncsiednnnin 17, 892, 700 


peat AER PRIA RAY AIEEE eC Dig na NAD NY ee ag ERNE OAD, 
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The budget estimates included $20,000,000 for the Federal payment 
to the general fund, $1,302,000 for the cost of water service, and 
$590,700 for the cost of sanitary sewer service. The latter two esti- 
mates are approved in full. 

The Committee, in reducing the Federal payment to the general 
fund by $4,000,000, is well aware of the furor that will ensue. How- 
ever, after considerable discussion in the hearings on the financial 
crisis of the District, the Committee feels that such action is justified 
since the local officials, who are aware of the situation, are not doing 
everything within their power to alleviate the situation. 

An example of the lack of effort is the assessment problem within 
the District of Columbia. 

On January 20, 1955, the General Accounting Office issued a report 
on Deficiencies in Real Estate Assessment Records and Procedures of 
the District of Columbia in which it is stated: 

There have been no general over-all reappraisals of real properties within the 
District as required by law (44 Stat. 834) since 1940 * * *, 

The Assessor, in his memorandum on the GAO report to the Com- 
missioners, stated: 

There is no disagreement with the GAO report as to the inadequacy of the 
real property assessing staff, as to the absence of complete basic assessment records 
in the office of the Assessor, and as to the need for better equalization of assess- 
ments. 

It is interesting to note that from 1940 through 1953 there had not 
been a request for additional assistant assessors presented to Congress. 
Up to 1929 there were three assistant assessors for the entire 
District of Columbia. That year the number was increased to five. 
The number remained at five until fiscal 1954 when two additional 
assistant assessors and two assessment technicians were requested and 
approved, and in fiscal 1955 three more assistant assessors and three 
assessment technicians were requested and approved. The request 
this year includes three assistant assessors and four assessment tech- 
nicians, for which funds are provided in this bill. 

The main purpose of a periodic general reappraisal of all 
real properties is to adjust individual appraised valuations in line with 
current cost trends. A general reappraisal would undoubtedly result 
in an increase in the total appraised valuation as a whole because the 
trend in costs for the past ten years has been upward and would result 
in an increase in total real estate revenues. At the same time such 
reappraisal would eliminate unjust inequities in assessment valua- 
tions. The Committee is aware that assessments on new construction 
are generally based on the current market value and as a result these 
taxpayers are paying more than their fair share of the tax burden 
when older properties that have grown in value have not been reassessed 
for 20 years. 

The Assessor, on page 25 of the hearings, stated that under his 
present program, which is also approved by the Commissioners, he 
could reassess the more critical (revenue producing) areas within 4 or 5 
years and within an additional 5 years (or a total of 10 years) finish 
the reassessment of the District. 

At this point it should be noted that most taxing bodies are required 
to reassess their jurisdictions within at least 5 years. 

In the areas around the District, the State of Maryland has been 
on a three-year cycle but will go on an annual basis effective July 1, 
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1955, and the State of Virginia is on a four-year cycle. The President 
of the Board of Commissioners, Mr. Spencer, agrees with the Com- 
mittee that a ten-year cycle is inadequate. 

Such a lackadaisical attitude on the part of the District officials to 
fully develop this and other sources of revenue available to the District 
indicated to the Committee that until such time as the District has 
fully tapped present sources of revenue a reduction in the Federal pay- 
ment should be made. 


OPERATING EXPENSES 


EXECUTIVE OFFICE 


Aeten 196E ion. oc nna ean aensentmanngie $307, 565 
RR I en aa sm ch ve was oa make peda = printables Alea Baal eterna 314, 900 
Mesonnmen, 2008 ook So a Ca aa caer ca dbbdenausaude 300, 000 
Comparison: 
Ee OLIN OOMAIONG oo, coe Sede didlieg acts Guna ad= Hemeennn —7, 565 
FG PONE co ineenebakadnabdoeubatwasanwhileedgaen sacue — 14, 900 


The Committee has recommended an appropriation of $300,000 for 
the expenses of this Office, which is a decrease of $7,565 in the cur- 
rent year appropriation and a reduction of $14,900 in the budget esti- 
mates. The Committee is providing a total of $27,050 for the urban 
renewal program in the Executive Office of the Board of Commissioners. 


DEPARTMENT OF GENERAL ADMINISTRATION 


DEPT. 200 oes oa cna pendence eek ana e census $2, 945, 522 
PRR LUD. o's oa Bac ca cdolin Chatinatuewen sede cebdeaewe 3, 135, 800 
Wissen 1OGG oS Soak ad odckilomdthls din adiaWadsineles 3, 021, 850 
Comparison: 
RAN eg end nend aman obaesanentnee anaes mane +76, 328 
SE NR io rc ke ae A ew ee hee ee eee ee aie — 118, 950 


An amount of $3,021,850 is recommended for this department, which 
is a decrease of $113,950 in the budget estimate, but an increase of 
$76,328 in the amount available for the current fiscal year. 

As noted in another section of this report the Committee is con- 
cerned with the situation in the Assessor’s Office and feels that the 
function of this office is not being adequately performed. The reassess- 
ment program has not progressed to any degree in the past 2 years 
and the Committee expects the Commissioners to submit to either 
the legislative committee or this Committee a forward-looking pro- 
gram in the immediate future which will present a positive solution 
to this pressing tax problem. Moreover, the Committee does not 
wish to hinder in any way the assessment program and has therefore 
approved the full budget estimate for this activity. 

Two years ago the Committee considered and approved appropria- 
tion language implementing the reorganization plan for the District 
of Columbia. While no definite assurances of savings were tendered 
the Committee is of the opinion that the transfer, elimination, or 
consolidation of functions, departments and agencies should have 
resulted in savings. 

During the past two years the District’s operating expenses, aside 
from capital outlay, have increased from $120,700,575 for fiscal 1954 
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to $134,925,600 for fiscal 1956. This sizeable increase in the cost of 
the District government has occurred since the reorganization and the 


Committee is concerned as to when the cost of the local government is 
going to level off. 


OFFICE OF CORPORATION COUNSEL 


Appropriations, 1955 $428, 585 

Estimates, 1956 433, 000 
427, 000 

Comparison: 

1955 appropriations 

1956 estimates 


For this Office the Committee recommends an appropriation of 
$427,000, a decrease in the budget estimate of $6,000 but the same 


amount available for the current year after deducting non-recurring 
items of expenses appropriated for in the 1955 Act. 


COMPENSATION AND RETIREMENT FUND EXPENSES 


PIN: TOGO s - eccce cs scnck dbccketahated Shad ndi $10 
Estimates, 1956_ _ 


207 000 
, 086, 000 
, 936, 000 
Comparison: 
1955 appropriations — 271, 000 
GOR CRB read dancandd erate eet ore aoc thee clea aes — 150, 000 
The Committee recommends $9,936,000 for this item which is a 
reduction of $271,000 in the amount available during the current 
fiscal year, and $150,000 below the budget estimate. 
The Committee has included language re-instating the carry-over 
authority of the Employees Compensation Fund which was inadver- 
tently omitted from last year’s Act in the budget presentation. 


REGULATORY AGENCIES 
Appropriations, 1955 $933, 204 
Estimates, 195 984, 800 
Recommended, 1956 958, 000 
Comparison: 
Oar MITTIN UNONTE So eee Oe ee ens puccaweucucnouen +24, 796 
Spar CRN SO BUS todo eicuwesel cabal cece tees — 26, 800 


For this item the Committee recommends $958,000, a decrease of 
$26,800 in the budget estimate, but an increase of $24,796 in the 1955 
appropriation. Specific increases approved are $4,500 for one addi- 
tional inspector in the alcoholic beverage control program; $10,500 for 
the death investigations activity; and $12,000 for administration of 
the D. C. Business Corporation Act. 


DEPARTMENT OF OCCUPATIONS AND PROFESSIONS 


I I a. assis consi nscninaminidnceennsniebidinaipanicentindaianadls $264, 000 


Estimates, 1956 
Recommended, 1956 
Comparison: 
1955 appropriation 
1956 estimates —24, 000 


264, 000 
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The Committee recommends an appropriation of $240,000 for this 
Department, which is a reduction of $24,000 in the budget estimate 
and in the amount available this year. The action of the Committee 
is based on information received that the consolidation of the various 
boards and commissions into one department is resulting in adminis- 
trative savings. 


PUBLIC SCHOOLS 


en 800e nso ncenccuanosubonsentesatawesessnnns $27, 626, 570 
Penne SONG 22> steno ess tice ncies hewnb ahnoonatnanenn 28, 191, 000 
ce cs |, SLi ee ean eran Riekeraa waeeeye MeO tant Ashi Bs Lalees Henne es 27, 996, 810 
Comparison: 
ROO AONNOIONE > oS o sso tcons acebab anaunancasaesoweun +370, 240 
RE I a i sn As saicaeh een alpeh line alend haan tonsa te — 194, 190 


For administration, supervision and instruction in the public school 
system the Committee recommends an appropriation of $27,996,810, 
a decrease of $194,190 in the budget estimate but an increase of 
$370,240 in the amount available during the current fiscal year. 

Specific increases approved by the Committee are as follows: 


Cost OF: 0 .c6m VerinOt | ono cae acu suncdaenentueetueuusoe $93, 000 
Administrative and operating staff for new schools_........-...-.---. 90, 000 
TEBGRIS 50 SOO OIITONNG concn scene dcungben deeanGuuuseudne 6, 000 
Repairs and maintenance of buildings and grounds.................-. 55, 000 
Education of deaf, mute, and blind children......-..----2 eel 10, 500 
PgSree AT TARUERIN go coches hacenee seks sane ee eae daeueial 10, 000 
Allowances for school attendance officers. ...........--.--.------ 2, 000 
Clasuroobs Tidminaison TORTRIN in sis cn ei acco enecckniecnans 5, 000 
Distributive Gauembiodn 'Dreerares sis css eh cade cd we ccdalcdiicwdis 6, 000 


The Committee is very interested in aiding handicapped children 
and has added funds not included in the estimates in the amount of 
$96,810 for 21 additional teachers in the following categories: 

9 positions for atypical children 
4 positions for speech correction 
2 positions for Visiting Instruction Corps 
4 positions for remedial reading 
2 positions for mentally retarded children 

The Committee is aware of savings that should have resulted as a 
consequence of integration and the elimination of dual administration 
and other factors necessary in a segregated school system. The 
Superintendent stated that savings of at least $90,000 will be realized 
eventually but the Committee has not had any evidences of savings 
presented to it and believes that such savings should be reflected at 
an early date in reduced cost estimates for the operation of the school 
system. 

PUBLIC LIBRARY 


RO OIIINE WP Ee cncinnntnncnantehineninigtiadatedinmecnt tienes $1, 611, 000 
REE SSIR CII re e ass tlic samen oe 1, 641, 000 
Revonvmendeds 1000. 3 oo ee Bei Sel. Jae eked: 1, 620, 000 
Comparison: 
1 ODS CCR OOU a oc iecinecsin eechncnodeinendanmenbmndineit +9, 000 
A aN Be CRE SE Eat ee OMe Mel eee CA ror SO — 21, 000 


For the operation of the public library system the Committee 
recommends an appropriation of $1,620,000, a decrease of $21,000 
in the budget estimates but an increase of $9,000 in the current 
year appropriation. Requested increases for communication services, 
supplies and materials, and repairs to buildings have been disallowed: 
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Funds for operation of the Anacostia Branch Library and the book- 
mobile have been approved. 


RECREATION DEPARTMENT 


Appropriations, 1955_................... Se ee ee ee ee $1, 641, 000 
Rc i a al a can wk atid cs ah apt aedeagal a dd 1, 694, 000 
OS EN EL REE a ee ne a ee Oar ae 1, 678, 000 
Comparison: 
| EE Pepe OE ae SP ns a eee Eee +37, 000 
SE PURO a i ini dé cndencacuackbaccudcennaenaeeesiad — 16, 000 


The Committee recommends an appropriation of $1,678,000 for 
the operation and maintenance of recreation facilities in the District. 
This is a decrease of $16,000 in the budget estimates but an increase 
of $37,000 in the level of operation for this year. Of the increase 
provided $30,000 is for the employment of recreation supervisors and 
leaders. 

METROPOLITAN POLICE 


RENE 500 os on Sec toc danisnncas cuuicawdesameweale $12, 757, 520 
I I ho iobe ees dowd ose neh ees ee le 12, 829, 000 
en hn i a a i a ee oe 12, 781, 000 
Comparison: 
ET RAEI LTE ME NY ie +23, 480 
ROOW ENUM 3 AS conan se ocancdauees seescdnageeoukeas — 48, 000 


An appropriation of $12,781,000 is recommended for the Police 
Department. This is a decrease of $48,000 in the budget estimates 
but an increase of $67,000 in the amount available for the current 
year, after deduction of non-recurring item of expense approved in 
the 1955 Act. The Committee has denied the increase requested to 
allow the Department to change from a four to a three year motor 
vehicle replacement program. 

In view of the 22.3 percent decrease in the number of serious crimes 
committed in the District since January, 1953, the Committee is of 
the opinion that the increased funds provided will be sufficient for 
the Department to continue its efficient work. 

The Department has received favorably the suggestion of the Com- 
mittee that it try one man patrol cars in certain areas of the District 
in lieu of two man patrols. The single man patrol has been adopted 
in other large cities of the country with excellent results, and a recent 
police survey strongly recommended its trial here on a limited basis. 
Such steps will enable the Department to provide an additional 
maw of police protection and release manpower for other police 
duties, 


FIRE DEPARTMENT 


DE TON is So icittictitedadutgcnndiddidiinsivnbheclien $6, 266, 641 
OE I FE PORES Sa ee on aie Pree ert 6, 305, 000 
8 A i aE ae erie: Tes 6, 257, 900 
Comparison: 
pare COINS, 5 os Sh 5 ak i Eee —8, 741 
NS RS SPE TA TEE See eee ee ee a a — 47, 100 


_ For expenses of the Fire Department the Committee is recommend- 
ing an appropriation of $6,257,900. This is a decrease of $47,100 in 
the budget estimates and a reduction of $8,741 in the amount avail- 
able during the current year. However, after deducting the non- 
recurring items of expense appropriated for in fiscal 1955 the sum 
approved by the Committee is $145,000 above last year. The 
Committee has approved $30,000 of the requested increase for equip- 
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ment and suggests that it is not necessary to “doubly insure” the 
Class I rating of the Fire Department, as stated in the justifications, 
and has noted that some items of equipment are scheduled for replace- 
ment before it appears necessary, such as three trouble cars, one of 
which is a 1950 model with a speedometer reading of only 47,278 miles. 


VETERANS SERVICE CENTER 


DING SOND onic ccnndcnadindaceadessbesbanupnaaeaammin $93, 000 
ee ee rice eye a er ey Rye eR ee a ae 94, 200 
eeeOdes 4066. 5 or res eee eis wt ncenccec 90, 000 
Comparison: 
ORION. «cnn cdencen nneeende KesMemubendeedemeeen —3, 000 
TER ROS. |. ncaa nan Gkabokip stage bh etinente senha ine —4, 200 


For the operation of the Veterans Service Center the Committee 
recommends $90,000, a decrease of $4,200 in the budget estimate and 
$3,000 below the amount appropriated last year. 

The Committee has reduced the amount of the estimates by $2,000 
which was budgeted for payment of overtime, as testimony developed 
in the hearings revealed there is no payment for overtime work in 
this organization. This reduction coupled with non-recurring items 
of expense approved last year brings the estimate down to, the level 
of operation appropriated for in the accompanying bill. 


OFFICE OF CIVIL DEFENSE 


BNE LOE. na ns ccencpednossaneenosanhonngunesaanshne $150, 000 
pe NGS SERIES Oe Ree Ng Seiad gly Set Sd papas od Spe na epee Re NS 154, 500 
ROCIO FORE 2 on i 5S esi Es RR eek SESE 75, 000 
Comparison: 
Fe SEROOTALIODR ..... noncnninchspeebnanhesnespenenecumadée — 75, 000 
A TSIEN oh 5 vines cs sence as on te chetonec eo ee ak waka dea beh entation ante caren yabaien —79, 500 


The Committee recommends $75,000 for this Office, a reduction of 
$79,500 in the budget estimates and $75,000 below the amount of 
the current year appropriation. The Committee is of the opinion 
that the District Civil Defense program is in a state of indecision 
and is reluctant to recommend any appropriation. The amount 
approved is adequate for a basic program and a major portion of the 
reduction should be applied against the administrative activity. 


DEPARTMENT OF VOCATIONAL REHABILITATION 


SII TINIE. «us anne sa shinos oy wes tinend p Degheanadl comantlen narihennarataemiam mate attens $140, 000 
Hospetiineéaded: 1006 us ocd SR Ea a se 140, 000 

The Committee has approved language establishing a Department 
of Vocational Rehabilitation, and has recommended an appropriation 
of $140,000 for its operation. The activity was formerly financed 
under the Department of Public Welfare where it had available 
$120,000. The increase of $20,000 above the 1955 availability of 
funds will enable the Department to obtain $72,284 from the Federal 
Government and the Department will be able to serve an estimated 
increase of 1,000 to 1,500 seriously handicapped individuals. The 
program should assist in helping some individuals now on public 
assistance rolls to become self-sustaining. 
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COURTS 

Appropriations, 1955 $3, 163, 410 

I AI iin oSiad mitome nnn nencaenh aaiioe , 000 

Recommended, 1956 3, 300, 000 
Comparison: 

1955 appropriations +136, 590 

1956 estimates —7 


For operation of the District courts the Committee recommends 
$3,300,000. ‘This is a reduction of $74,000 in the budget estimates but 
an increase of $136,590 in the 1955 appropriation. 


DEPARTMENT OF PUBLIC HEALTH 


145 ntti tinets nmciaeceknudaneestimedaliieeeimamaiindi $23, 286, 300 
Estimates, 1956 23, 718, 000 
Recommended 23, 492) 000 
Comparison: 


1955 appropriations +205, 700 
1956 estimates — 226, 000 
An appropriation of $23,492,000 is recommended for this Depart- 
ment, a decrease of $226,000 in the budget estimate but an increase of 
$205,700 in the amount appropriated in 1955. 
Specific increases above the 1955 level of operation approved by the 
Committee are as follows: 
I HO Ae osc conics Sp cermn nuvi escscceeepadqnen unc dial aheale $66, 000 
Extra pay necessary for leap year day 
PEE eer eA OEE ET Te eS 
en a ctr aces te ten een miintbinines tysian tinesananehirertnteaenipaiciliadaipaeelill 
Replacement. of equipment 
Payment to St. Elizabeths Hospital 
Glenn Dale Hospital 
District of Columbia General Hospital 


The Commissioners are directed to make available to the Visiting 
Nurse Association $35,000, an increase of $10,000 over the amount 
allocated to this agency during the past year. 


DEPARTMENT OF CORRECTIONS 
Appropriations, 1955 $4, 374, 674 
Estimates, 1956 4, 589, 000 
Recommended, 1956 4, 520, 000 
Comparison: 
1955 appropriation +145, 326 
1956 estimates — 69, 000 
The Committee recommends $4,520,000 for the operation of this 
Department. This is a decrease of $69,000 in the budget estimate 
but an increase of $145,326 in the amount available during the 
current fiscal year, and is to provide primarily for the cost of supplies 
and materials, and equipment necessary to handle an estimated 350 
additional prisoners. 


DEPARTMENT OF PUBLIC WELFARE 


Appropriations, 1955 $9, 037, 961 
Estimates, 1956 10, 032, 000 
Recommended, 1956 9, 245, 729 


Comparison: 
+207, 768 
— 786, 271 
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For operation of the Department of Welfare the Committee is 
recommending an appropriation of $9,245,729, a decrease in the 
budget estimates of $786,271 but an increase of $207,768 in the current 
year’s appropriation. The Committee has approved $390,000 of the 
requested increase in the budget estimate for 1956. 

According to information received by the Committee 37 additional 
social workers or investigators would enable the Welfare Department 
to recapture 25 percent or more of approximately $2,700,000 now being 
spent on care of dependent children. This expense is the result of 
fathers who abandon their families and leave to the District the 
responsibility for their support. ‘The Committee recommends an 
increase of $129,500 in the budget estimate for additional personnel 
to investigate individual cases. The increase in staff should reduce 
expenditures for care of dependent children in fiscal 1956, and makes 
these savings available to the Department for obligation during the 
year. The Committee is providing this increase with the firm 
expectation that the requests for funds for this type of assistance 
should greatly diminish in the immediate future. 


DEPARTMENT OF BUILDINGS AND GROUNDS 


RORAIEANIE. SOG ess nics ead asco n kee Radian eaae $1, 675, 642 
PUT ols aed Rakes wanted ee eee 1, 704, 000 
PEA SOG... a a anthem ecsarnaes paren an k oe 1, 687, 000 
Comparison: 
SOO SDDPODTIRUONE, 0.4 cine ccdnstceidddaniaenannee bankas +11, 358 
See COR oe kc cena cade tanacneanka eae — 17, 000 


An appropriation of $1,687,000 is recommended for this Depart- 
ment, which is a decrease of $17,000 in the budget estimates but an 
increase of $11,358 in funds provided for this year’s operations. 
The total approved increase, $58,050, after deduction of non-recurring 
items of expense, is for the operation and maintenance activity. 


OFFICE OF THE SURVEYOR 


Aonsgnittetings 1056 55 oicd cdss ccademia ee eiadgaiealieh kaon uamaw $149, 200 
MIME FEO CD oi oe iy Sie eae oe ee ee ae 163, 500 
SIONS OE 1 0OO soi as nasties Susana etre Saruhan avatars 148, 920 
Comparison: 
Seow En pleN AGRE so wanicntdtenielcacdidabdueeeunkude — 280 
ee ee Re Re eT e PARES A DOE TRC er EEN ee — 14, 580 


For the operation of the Office of the Surveyor the Committee 
recommends an appropriation of $148,920. This is a reduction of 
$14,580 in the budget estimates but is the same amount available to 
the Office after deduction of non-recurring items of expense approved 
last year. 

DEPARTMENT OF LICENSES AND INSPECTIONS 


Apneoptiatiens,: 1065... cdi Sb ckddecincanilidise duce ates $1, 378, 000 
ROO SN a id os aie aisle tein hnnacals back eiaatp able aida cane Ghia mes 1, 616, 000 
Recourse, 3006 n.u isk kes. <nkciiemacksbobieenetnbwdante 1, 482, 000 
Comparison: 
RO NE io ca ib i namibctledicecaicadumees + 104, 000 
PRUE ENE... inicnecdsckubdaemiidbbtctavnnuscsbasseunt — 134, 000 


The Committee recommends $1,482,000 for this Department, a 
decrease in the estimates of $134,000 but an inercase of $104,000 
in the 1955 appropriation. The total increase allowed, $117,650, 
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after deduction of non-recurring items of expense, is allocated among 
the four activities of this Department as follows: administration, 
$3,100; inspection, $30,100; license and permit, $300; and housing, 
$84,150. 

The Committee has allowed an increase of $100,000 in the housing 
improvement program in the District but has eliminated a request of 
$20,407 to institute an inspection program of window air conditioning 
units. It is interesting to note that the department does not have 
knowledge of any city that has adopted a registration of window air- 
conditioning units. ; 

The Committee considered a request of $21,276 to extensively 
overhaul the Eastern and Western Municipal Markets. ‘Testimony 
developed during the hearings indicated that the operation of these 
two markets in fiscal 1954 resulted in a loss to the District of $6,154. 
These markets were originally built to provide a facility to farmers 
around the District for the merchandizing of their products. In 
1954 the average number of spaces occupied by farmers per day at 
Eastern Market was 6.51 out of a total of 60; at Western it was 8 out 
of a total of 89. ‘Testimony also indicated that the rental rates of the 
inside stands would have to be raised to amortize the cost of repairs and 
it was the belief of District officials that the present tenants would 
not or could not pay the proposed schedule of rents. 

In view of the statements that these two markets were economic 
liabilities to the District and should be closed, the Committee has 
denied the requested increase and suggests that the District seriously 
consider the outright sale of these two properties, or the use of one or 
both for other District purposes. 


DEPARTMENT OF HIGHWAYS 


BORIC PANO ras dais es eta Soa d ed is Scwcees $5, 768, 600 
PGMs © bite hore eal wick es ee ence euaee 6, 105, 000 
RADOUIIIINES NOS ok rei civdnanigienmienwtin debe ls nnake 5, 876, 000 
Comparison: 
I i tikes sacar gunn en coves ebiorenadoeg paises ied raga ae +107, 400 
Ei i st nd ob atinancbewied a bewcdh eld dentnaakaod — 229, 000 


For operation of this Department the Committee recommends an 
appropriation of $5,876,000. ‘This is a decrease of $229,000 in the 
budget estimates but an increase of $107,400 in the amount avail- 
able during the current fiscal year. The Committee has approved 
after deduction of non-recurring items of expense, $422,000 of the 
budget increase which is allocated among the various activities as 
follows: Administration, $50; Planning, $3,960; Trees, $15,000; Elec- 
trical, $223,970; Streets, $390; Bridges, $4,810; and Mobile, $173,820. 

The Committee has approved the request for $181,000 for replace- 
ment of equipment, the request for $20,000 for traffic control facilities, 
and $3,000 for the motor vehicle damage fund but does not approve 
of the proposed increases for an additional line painting crew, a crew 
to clean structures, and the safety and engineering improvement 
program for which the justification was very weak, 

The Committee has deleted the cost limitation of $150,000 for the 
municipal asphalt plant which has been carried in the bill for a number 
of years, but directs the Commissioners to present to the Appropria- 
tions Committees of the House and Senate estimates of cost before 
construction is started. 
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DEPARTMENT OF VEHICLES AND TRAFFIC 


DC ORTIEEODG, TOU iis nncnrching Game wememnidnctihieh Caiintimiinninms $1, 238, 365 
SE, FO os mn cncantulinnen airammnennipdiemnteediaeannt 1, 128, 000 
PeSeGmeNAeN 1800 ; os «os bn caiewuecddnaderechaueoweuscases 1, 094, 000 
Comparison: 
5OR5. BU REODTIONG 5. one wien ceteKenn dds Hineemuprinns abe — 144, 365 
Ee TTI no hae sarees: gn sa i mca ite pian elect nt Las Neahome ea aeeina ees — 34, 000 


The Committee recommends $1,094,000 for the expenses of this 
Department, which is a decrease of $144,365 in the current year 
appropriation and a decrease of $34,000 in the budget estimate. The 
Committee has approved, after deduction of non-recurring items of 
expense appropriated for in the 1955 Act, $111,000 of the requested 
increase which is divided between two activities as follows: Traffic 
engineering, $50,000; and motor vehicle administration, $61,000. 
The Committee has reduced the traffic safety education activity by 
$3,000 for the printing of driver’s handbooks. Funds for printing 
such handbooks are now budgeted in the motor vehicle administration 
activity with no corresponding decrease for traffic safety education. 
The Committee does not approve of such budgetary practices and will 
not approve budget increases that are not presented to the Committee. 


MOTOR VEHICLE PARKING AGENCY 


NE; SUE in wctnns Wh etn dd .nddh connor ain eww 0 
NN, I inne ik ee caegtin po 'o-0i cn eden aviv ern leds opal Ghiiacieg Sache $561, 300 
PUOe fT 10O6 Sane sn Se ce Oe RS 350, 000 
Comparison: 
LUD SDDTODTIAMONS. << ann docs acco oncnneneenemen aioe Mas + 350, 000 
SRO PRD ENE. on ce sanded chakan acd eae eubneeaninaeaaae — 211, 300 


The Committee has approved language establishing this agency as 
& separate appropriation item and is recommending an appropriation 
of $350,000 which is payable from the motor-vehicle parking fund. 
This is a decrease of $211,300 in the budget estimates but an increase 
of $114,594 over funds made available to the Agency last year from 
the Department of Vehicles and Traffic. During the hearings the 
Agency volunteered a revised estimate of $433,000 for its operations 
this year. 

The Committee is sympathetic to the objectives of the program but 
recommends that the Agency proceed with less haste until it is actu- 
ally determined that the two present fringe parking lots are operating 
successfully. 

It is also suggested that the Agency explore fully the possibility of 
future installation of one double meter per two parking stalls, which 
should materially assist in reducing present expenditures for mainte- 
nance and collection of the present system, which appears to be 
excessive. 


DEPARTMENT OF SANITARY ENGINEERING 


Agpronttations., 1966.0. i 5 es ke cdidbilinde $9, 732, 740 
Mpbirnes: W066 soi os ec ot i de cbs Wade e cei eee et 10, 339, 000 
TesORSNONE BI0O i ikaw eb nriiddcenaddinwathtncatedtbht amet 10, 255, 000 
Comparison: 

ee CS... ca ndasnedndtmanasonaneganenoendesamée +522, 260 


ROGG Getetneee se sk i Sa ea hee ce eens — 84, 000 
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For operation of this Department the Committee has approved an 
appropriation of $10,225,000. This is a decrease of $84,000 in the 
budget estimates and an increase of $522,260 in the current year 
appropriation. The approved increase of $615,000, after deduction 
of non-recurring items of expense, is allocated as follows: Adminis- 
tration, $550; Planning, $5,450; Sanitation, $110,000; Construction, 
$3,400; Sewer, $367,600; and Water, $128,000. 


WASHINGTON AQUEDUCT 


Appropriations, 1955 ".. $2, 127, 000 
Estimates, 1956 2, 122, 000 
Recommended, 1956 2, 120, 000 
Comparison: 
1955 appropriations —7, 000 
1956 estimates — 2, 000 
The Committee recommends an appropriation of $2,120,000 for the 
water system of the District, a decrease of $7,000 in the 1955 appro- 
priation and a decrease of $2,000 in the budget estimates. 


NATIONAL GUARD 


Appropriations, 1955 
Estimates, 1956 
Recommended, 1956 
Comparison: 1956 estimates 


For the National Guard of the District of Columbia the Committee 
recommends $114,800, the same amount as was appropriated in fiscal 
1955, and a reduction of $7,500 in the budget estimate. 


NATIONAL CAPITAL PARKS 
Appropriations, 1955 
Estimates, 1956 
Recommended, 1956 
Comparison: 
1955 appropriations 
PE CONS 6 dir cnsnuncndadwascwmenn hoes anes — 26, 000 


For the operation of the park system the Committee is recommend- 
ing an appropriation of $2,389,000. This is a reduction in the budget 
estimate of $26,000 and an increase of $45,000 in the amount available 
for the current fiscal year, of which $10,000 is for increased mainte- 
nance of undeveloped areas, and $15,000 is for increased rehabilitation 
of small park areas. 


NATIONAL ZOOLOGICAL PARK 


Appropriations, 1955 $645, 000 
Estimates, 1956 669, 300 
Recommended, 1956 645, 000 
Rane a reer — 24, 300 


The Committee recommends an appropriation of $645,000 for the 
operation of the zoo. This is a decrease of $24,300 in the budget 
estimates and is the same amount as is available to the zoo during 
the last current fiscal year. 
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Capirat Outtay Program 


PUBLIC BUILDING CONSTRUCTION 


Appropriations, 1955._....-- REE HE OSE NINERS Ce USES Fy ens Oa ---. $15, 712, 000 
GN, TONG 5 3 ike ss dis st bid eeiseede dais CMe ct Fr 8, 081, 900 
ROOIONI ROUG s iainiciniicctecctiivetiatiatiitkintpiintnnmemsae -- 6, 235, 400 
Comparison: 
SUG RUEIECIONS. on tccieabn skied amoes whan ome baplebe —9, 476, 600 
TOD GIN sano ccotinanandbanshinbneddcacvanmewedk — 1, 846, 500 


For continuance of the expanded public buildings construction 
program the Committee recommends an appropriation of $6,235,400, 
a reduction in the amount available during the current year of 
$9,476,600 and a decrease in the budget estimates of $1,846,500. 

A table depicting the Committee’s action as to each item contained 
in this estimate is as follows: 


Public building construction 






























































Budget Recom- 
Item estimate mended 
Public Schools: 
Temporary demountable buildings, vicinity of 58th and Eads 
Sts. NE., and vicinity of 6th and Chesapeake Sts. SE. 
@ 8-room and 3 4-room elementary buildings): 
SE SEARS $175, 000 
Coneiiwition, plans, and specifications..................... 450,000 
eS EET IAA I IR 52, 050 
_— $677, 050 $677, 050 
Elementary school, vicinity of 6th St. and Riggs Road NE.: 
Construction, plans, and specifications. ................... 840, 000 
| REAR EL ee Be. 55, 750 
——] 895, 750 895, 750 
Anacostia Senior High School addition: 
Construction, plans, and specifications. ................-.. 790, 000 
NS SI ES 59, 850 
849, 850 849, 850 
McKinley Senior High School addition and alterations: 
Construction, plans, and specifications...........-..-.---. 725,000 
II... s0aucsusiiasibakiaawenunaaitinnniaiadmuniadeie 235, 800 
__ 960, 800 960, 800 
Eliot Junior High Schoo! addition: Plans and specifications............. 25, 200 25, 200 
Garfield Elementary Schoo! addition: 
Construction, plans, and specifications................---- $410, 000 
I re SSE ee 17,850 
SEE 427, 850 427, 850 
School for Crippled Children, vicinity of Mount Olivet Road and 
Holbrook Street NE.: Plans and specifications... ...............-..... 36, 800 36, 800 
Permanent improvements: Lands and structures 
Replacement of boilers, Armstrong Senior High DONO ne ciccececst 65, 000 65, 000 
Replacement of boilers, Eastern Junior High... 5: sin cca gieedbienaataibel 6, 000 6, 000 
Replacement of hot water tank, Roosevelt salar High Seknciaeudaime 2, 000 2, 000 
Building improvements and alterations to eliminate fire hazards..... 75, 000 75, 000 
Improvement of classroom illumination. __.....................-...- 20, 000 20, 000 
Replacement of roofs, various elementary schools............--.-.--- 20, 000 20, 000 
Refinishing of classroom floors, various schools..........-......-..... 50, 000 25, 000 
renee CHES TD CROOT oar cca lakkcnnnscdactendamagene 9, 000 9 
Stage mapas and current conversion, Cardoza Senior High 
aT te 78, 000 70, 000 
Grading, resurfacing and improvement of play areas__.......--.-..-- 170, 100 100, 00U 
Modernization of sheet-metal shop, Langley Junior High School...-- 2, 000 0 
Replacement of gutters, various schools_. heeeiid 16, 000 0 
Replacement of cafeteria ceiling, Jefferson Junior High School......- 8, 000 0 
ETD OOS Oe sitll §21, 100 383, 000 
Permanent improvements, equipment: 
Western Senior High School.._.... iui ccabbensdausebaes 23, 000 20, 000 
Phelps Vocational High School............... ene cn cccsnsesencsens= 24, 700 20, 000 
Paul Junior High School... 13, 300 10, 000 
Langley Junior High School_. EES & 7, 000 0 
Fo ee RR ER eS PISS ¢ 6, 900 5, 000 
Deal Junior High School..... shinlensinimeiwiots 4, 000 0 
DO SS Oem Se 78, 900 55, 000 
Dole: Hable aebioole isa sina s wcaacchds'. scnpeonnlesoeebenk 1, 473, 300 | 4, 311, 300 
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Public building construction—Continued 





Budget 
estimate 





Public Librar 
Woodridge ‘Branch Li 
Pati mony me * lands end Library 
Tenley Branch Library... 














Department: 

New Fire Engine House, 24th and Irving Sts. SE 
New repair shop 
Permanent eaprevenanis’ to buildings and ‘grounds.- 








Department of Public Health: 
New Operating Suite, District of Columbia General Hospital 
Sewage Treatment Plant Glenn Dale Hospital 
Permanent improvements to buildings and grounds, District of Colum- 
Re a ee Ea a 
Replacement of dormitory for resident phy sicians and interns, District of 
Columbia Genera! Hospital. 


#f 
rE 


8 
s 





zis 
$18 








Department of Public Welfare: 
Laundry addition, Children’s Center 
Infirmary cottages, District Training School 
Staff housing, Children’s Center......................--..-... ETT TEs B 
Nursery cotta District Training School 
Warehouse, Children’s Center 
Detention unit. District Training School 
Incinerator, Children’s Center 
2 2 junior units, District Training Schoo! 
Rehabilitation of present building, Children’s Center 


B 
s 





Zi sere Bye 


1, 062, 500 





Department of Buildings and Ground 
Air conditioning, 499 Pennsy aoe og Ave. NW 105, 000 
Air conditioning, Recorder of Deeds Bldg 53, 000 
Additional elevator for 499 Peamaytvenion Avenue NW.. 90, 000 
Provide additional ventilation, Room 1153, East Administration Bldg_.- 2, 500 
Change from direct to alternating current in comfort stations 5, 500 
Replacement of floor covering in multipurpose buildings 15, 000 
Installation of acoustic tile on multipurpose buildings 10, 000 
Installation of air conditioning units in District buildings 5, 000 


25 


ois|ssee--82 |8| 288e.888 
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Police Department: Women’s Bureau 





Total, Publie Building construction 


s 





During the hearings on the request for funds for the construction 
of Woodridge Branch Library the Librarian was asked what the result 
would be if the appropriation was delayed a year. His response was 
“The building would not be built.” The Committee is well aware of 
the fact that public buildings will not be erected unless funds are 
appropriated but when it proposes such a question it expects a much 
stronger justification of the request than it received on this particular 
item, and has deferred the request for funds until next year, when a 
stronger justification may be made. 

The Committee considered a request for a new fire engine house at 
24th and Irving Streets SE. in the amount of $260,000. The justifi- 
cation for this item states that the construction in this area is mostly 
brick and fairly modern, and that the area is presently served by 
three engine companies. The necessity of an additional fire house in 
an area already serviced by three engine companies is questionable 
and the Committee has deleted this request. 
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Testimony on the necessity for completion of the street lighting 
system at the D. C. General Hospital revealed that during storms 
wires may fall and that the hospital would like to have such wires put 
underground. The Committee is of the opinion that such a program 
is not of great urgency and has deleted this request from the estimate, 

The capital outlay request for the Department of Public Welfare 
included a request for $430,000 for construction of a warehouse at the 
Children’s Center, Laurel, Maryland. While such a building may be 
desirable it is the Committee’s opinion that the project should be 
deferred for at least another year, particularly in view of the financial 
condition of the District Treasury. 

The Department of Buildings and Grounds request for funds 
totaled $286,000. The Committee has approved $175,500 and 
specifically denied the proposed additional elevator for the building 
at 499 Pennsylvania Avenue N.W. Additional study is needed as 
to the immediate necessity for such a project. 

The Committee has deferred the request of $565,000 for additional 
planning and construction funds for the Women’s Bureau building 
as construction cannot commence any earlier than February 15, 
according to information received by the Committee. This is only 
4% months from the end of the fiscal year and such a short delay 
should not affect the program for the proposed construction of this 
building. 

MISCELLANEOUS CAPITAL OUTLAY 


RTD DR OON Ss nn ol nna atumebhnd en maaind sbi asta te $992, 500 
IN cara aba th gslnvicd epi fel ide Ai oa ANI AO rans cy a 4, 162, 000 
TOPORAMINE AG00 . conc mcinncaccnennnsosenk adhe eeu 3, 760, 300 
Comparison: 
Ce TERT GINO fe ars 5 ees A +2, 767, 800 
TODD GHINENOS « « 6 c wcicemununnieaakadin ih } qin wedieiene wane — 401, 700 


The Committee considered a request of $4,162,000 for recreation 
projects, and building construction under the Department of Cor- 
rections, and is recommending an appropriation of $3,760,300. 

A table depicting the various items requested under the Recreation 
Department and the Department of Corrections, and the Committee’s 
action thereon is as follows: 
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Miscellaneous capital outlay 





Budget 
Item estimate 





Recreation Department: 

Land improvement, structures a ~~ lighting rete 
Riggs Road, 6th and Riggs R 
Turkey Thicket, 10th and Michteme “Ave. NE.. 
Mitchell Park, 23d and S Sts NW. 
Industrial Home School, Wisconsin Ave near Calvert St. 
Lamond-Tuckerman, Underwood St. and ae Ave. NW 
Emery Tract, Georgia Ave. and Madison St. N 
Banneker Recreation C enter, Georgia Ave. and Suctid ‘St. NW... 
Coolidge, 4th and Whittier Sts. NW 
Fort Stevens, 13th and Van Buren Sts NW 
Rosedale, 17th and Gales Sts. NE_. ies 
Fort Reno, 39th and Davenport Sts NW... 
Happy Hollow, C haplain St. and Florida Ave N 
Parkside, Anacostia and Grant Sts. NE 
Hillcrest, Alabama Ave.. 30th and Erie Sts. SE 
Edgewood, Lincoln Rd and Franklin St. NE 
Fort Chaplin, Texas Ave. and B St. SE 
Trinidad-Childress and Holbrook Sts NE 
Friendship, 45th and Van Ness Sts. NW 


Public debt retirement 
Subtotal Recreation Department... 


Department of Corrections: 
Youth Correctional Center 3, 441, 000 
000 

















Industrial facility at reformatory 38, 
een GOUUCU GS WY GO cs oo en ae accccanocnusecasane 52, 300 
Heating plent at the reformatory 120, 000 
Dormitory at Women’s Reformatory 50, 000 
Reservation institutions 60. 700 





Subtotal, Department of Corrections... 3, 762, 000 








Grand total, miscellaneous capita! outlay 4, 162, 000 














The Committee has taken no specific action in approving $300,000 
of the requested $397,552 for recreational facilities. The amount rec- 
ommended is the same amount as last year and the Committee sug- 
gests that the reduction be applied to those projects of least priority. 

Funds in the amount of $3,441,000 were requested to begin con- 
struction of a new Youth Correctional Center. The Committee has 
reduced the request by $241,000, or approximately 7 percent, and 
feels such amount can be absorbed within the total amount recom- 
mended, as a result of more vigorous competitive bidding among 
construction contractors today. The Committee has disallowed the 
request for $60,700 to purchase 200 acres of land near the Lorton area. 
The Department has no specific land to be purchased and the request 
is apparently made to have funds available for a possible purchase. 
The Committee suggests that this purchase can be deferred and 
refers the Department to the possibility of acquiring some of the land 
that was purchased by the Government for the proposed Burke 
Airport. 

DEPARTMENT OF HIGHWAYS 


Appropriations, 1955 $11, 810, 000 
Estimate, 1956 14, 185, 000 
Recommended, 1956 11, 205, 000 
Comparison: 
ND Bo ceed kin ddnk Heb badand ebb ene — 605, 000 
1956 estimate — 2, 980, 000 


The Committee recommends $11,205,000 for the construction pro- 
gram of this Department, a decrease of $605,000 in the 1955 program 
and a decrease of $2,980,000 in the budget estimates. 
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A table depicting the Department’s program and the Committee’s 
recommendation follows: 


Department of Highways—Capital outlay 












































Budget Recom- 
estimate mended 
Fo MAE ig IE a ce SEA APOE? PRR SENTRY Ae ED et eee $300, 000 $200, 000 
Installation of fire alarm boxes__. 000 25, 000 
Installation of police patro) boxes... enc enn-cnncencccennccececcesess 25, 0 25, 000 
Installation of cables _.._........ re 50, 000 50, 000 
Major improvement projects: 
Highway planning surveys... 100, 000 100, 000 
Metropolitan area surveys. -......--..-..-.--.-.- 30, 000 30, 000 
Bridge over Potomac River at 24th St. (structure)_...........-.........- 1, 500, 000 0 
Southwest Freeway (structure) ...............-.-... 4, 500, 000 4, 500, 000 
ey CRN Wes (UT OUOTO) ooo nn nan nce cdenencccunectedans 500, 000 500, 000 
Independence Ave., Ist St. SW. to 2d St. SE. (street) ............-...... 450, 000 0 
SameRNSy GRRE ONO ONTO i ao ss oo Soiree ssinentinnencncneesewss 409, 000 400, 000 
Constitution Ave. NE., Delaware Ave. to 2d St. (street)...... 200, 000 0 
L 8t. NW., New York Ave. to Pennsylvania Ave. (street)... 400, 900 400, 000 
I St. NW., Massachusetts Ave. to New York Ave. (street)... 175, 000 175, 000 
DR eee ee: SOO eg Sa Or eet cen ceswbhenckasuse 150, 000 150, 000 
Whitehurst Freeway ramp to Rock Creek Park (structure).............- 300, 000 , 000 
East and West Crossing of Soldiers Home, Harewood Rd. to Park PI. 
BER Rae ER SEN SEES aie teers Meer ia ashes iacanie 500, 000 500, 000 
Sargent Rd. NE., Michigan Ave. to District of Columbia line (street)... 200, 000 200, 000 
IR ee wi oa Faas beniticdodaudukcackdeduonbbapadacmomiddocs 1, 550, 000 1, 250, 000 
Street improvements and extensions. 2, 830, 000 2, 400, 000 
Total, Department of Highways 14, 185, 000 11, 205, 000 








The Committee has denied the request for funds for the Potomac 
River bridge, $1,500,000; widening of Independence Ave. near the 
Capitol, $450,000; and widening of Constitution Ave. near the Capitol, 
$200,000. 

The Committee is recommending their deferral until such time as 
firm decision is reached as to whether a bridge or a tunnel is to be con- 
structed, and with respect to the two projects near the Capitol, until 
such time as the proposed bill authorizing the taking of the necessary 
right-of-way from the Capitol grounds is approved. 

The Committee hopes that such decisions will be made by the time 
the accompanying bil is considered in the Senate. 


DEPARTMENT OF SANITARY ENGINEERING 


Abironiations 1066 «ois UL hewn ddiakelesiceisad $7, 491, 000 
Weorienetnt BOG ois nics init Sead rieicllan duwesstee al ville 10, 397, 000 
PEO I a on se nad: nee Secale eb iomnaia ahah wei cabednk 9, 662, 000 
Comparison: 
ee Oe eee ee caresenoneunencowenael +2, 171, 000 
TOR epeaanes oh 8. se Sa A a — 735, 000 


An appropriation of $9,662,000 is recommended by the Committee 
for the continuation of construction of the water distribution system, 
the sewage disposal system, and the storm drainage system. This is 
a reduction of $735,000 in the budget estimate but an increase of 
$2,171,000 in the amount appropriated in 1955. 

The Committee is of the opinion that the substantial increase above 
the 1955 level of operation will enable the Department to continue at 
an increasing rate its improvement program of the service facilities 
noted above. 
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A table setting forth the program of the Department is as follows: 
Department of Sanitary Engineering, capital outlay 





Item Budget esti- 
mate 





Sewers In advance of paving $250, 000 
Piney Branch stormwater sewers... 2, 612, 000 
Miscellaneous stormwater sewers 


t 2, 000, 000 
Water distribution 2, 413, 000 
Se 


wage disposal. . 3, 122, 000. 
10, 397, 000 | 


























Appropriations, 1955 
Estimates, 1956 
Recommended, 1956 
Comparison: 
1955 appropriations 
1956 apnropriations 


The Committee recommends an appropriation of $3,000,000 for 
continuation of the program to expand the water facilities of the 
District. The recommendation is $900,000 below the 1955 appro- 
priation and $210,000 below the budget estimate. 

The Committee is of the opinion that the 7 percent reduction in the 
estimate can be achieved as a result of the stabilizing of construction 
costs and the resultant close bidding by construction contractors. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 


On page 4, line 20, in connection with the refunding of unearned 
fees: 


cigarette and alcoholic beverage tar stamps, occupational and professional fees which 
have not been earned, 


On page 15, line 12, in connection with the Public Health Depart- 
ment: 


not to exceed $1,000 for financial assistance for needy patients as determined by the 
Superintendent of Glenn Dale Hospital at rates established by the Commissioners, 
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847TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 590 





DEPARTMENT OF AGRICULTURE AND FARM CREDIT 
ADMINISTRATION APPROPRIATION BILL, 1956 





Mar 16, 1955.—Ordered to be printed 





Mr. Wuitten, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 
{To accompany H. R. 5239) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 5239) 
making appropriations for the Department of Agriculture and Farm | 
Credit Administration, for the fiscal year ending June 30, 1956, and 
for other purposes, having met, after full and hes conference, have 
agreed to recommend and do recommend to their respective Houses 
| as follows: 

That the Senate recede from its amendments numbered 9, 10, and 
27. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 2, 17, 19, 21, 25, and 26, and agree to the 
same. 


Amendment numbered 1: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 1, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $37,800,000; 
and the Senate agree to the same. 


Amendment numbered 3: 


That the House recede from its disagreement to the amendment of 
i the Senate numbered 3, and agree to the same with an amendment as 
; follows: 

In lieu of the sum proposed by said amendment insert $18,658,700 ; 
and the Senate agree to the same. 
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Amendment numbered 4: 


. That the House recede from its disagreement to the amendment of 
> Senate numbered 4, and agree to the same with an amendment as 
ollows: 
In lieu of the sum proposed by said amendment insert $1,000,000; 
and the Senate agree to the same. 


Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
pe Senate numbered 5, and agree to the same with an amendment as 
ollows: 

In lieu of the sum proposed by said amendment insert $1,650,000; 
and the Senate agree to the same. 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $59,300,000; 
and the Senate agree to the same. 


Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $22,800,000; 
and the Senate agree to the same. 


Amendment numbered 8: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 8, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $4,320,000; 
and the Senate agree to the same. 


Amendment numbered 11: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $11,046,000; 
and the Senate agree to the same. 


Amendment numbered 12: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 12, and agree to the same with an amendment 
as follows: 

Restore the matter stricken by said amendment, amended to read 
as follows: : Provided, That not less than $250,000 of the funds con- 
tained in this appropriation shall be available to gather statistics and 
conduct a special study on the price spread between the farmer and the 
consumer; and the Senate agree to the same. 
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Amendment numbered 13: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 13, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $11,960,000; 
and the Senate agree to the same. 


Amendment numbered 14: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 14, and agree to “the same with an amendment 
as follows: 

Restore the matter stricken by said amendment, amended to read 
as follows: : Provided, That not less than $250 000 of the funds con- 
tained in this appropriation shall be available to obtain statistics and 
related facts on foreign production and full and complete information on 
methods used by other countries to move farm commodities in world trade 
on a competitive basis; and the Senate agree to the same. 


Amendment numbered 15: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 15, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,000,000; 
and the Senate agree to the same. 


Amendment numbered 16: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 16, and agree to the same with an amendment 


as follows: 
In lieu of the sum proposed by said amendment insert $1,575,000; 
and the Senate agree to the same. 


Amendment numbered 18: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 18, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $450,000; 
and the Senate agree to the same. 

Amendment numbered 20: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 20, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $2,100,000; 
and the Senate agree to the same. 

Amendment numbered 22: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 22, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $2,144,300; 
and the Senate agree to the same. 
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Amendment numbered 23: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 23, and agree to the same with an amendment as 
follows: 

Restore the matter stricken by said amendment, amended to read 
as follows: : Provided further, That $1,000,000 of this authorization 
shall be available only to expand and strengthen the sales program of the 
Corporation pursuant to authority contained in the Corporation’s charter; 
and the Senate agree to the same. 


The committee of conference report in disagreement amendment 
numbered 24. 
Jamie L. WHITTEN, 
FreD MARSHALL, 
Cuartes B. DEANE, 
Wituiam H. Natcuer, 
CLARENCE CANNON, 
H. Cart ANDERSEN, 
Watt Horan, 
Cuartes W. VuRSELL, 
Joun TABER, 
Managers on the Part of the House. 


Ricuarp B. Russetu, 
Cart HaypEn, 
Lister Hitt, 
A. Wiuuts Ropertson, 
ALLEN J. ELLENDER, 
Miron R. Youna, 
JosepH R. McCarruy, 

By M.R. Y. 
Karu E. Munpt, 

Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on certain amendments of the 
Senate to the bill (H. R. 5239) making appropriations for the Depart- 
ment of Agriculture and tum Credit Administration for the fiscal 
year ending June 30, 1956, and for other purposes, submit the follow- 
ing statement in explanation of the effect of the action agreed upon 
and recommended in the accompanying conference report as to each 
of such amendments, namely: 


AGRICULTURAL RESEARCH SERVICE 


Amendments Nos. 1 and 2—Research: Appropriate $37,800,000, 
instead of $37,000,000 as proposed by the House and $38,040,000 as 
‘oy by the Senate, and eliminate House language earmarking 
funds for a special study of effects of acreage reductions. In view of 
the urgent need for research on basic problems, the conference com- 
mittee insists that research projects of limited value, such as orchids 
of Guatemala, flora of Dominica, differences in clothing of farm and 
urban people, population dynamics, rural sociology, methodology, 
and child-rearing practices, and projects undertaken primarily for the 
benefit of employees doing graduate work, be discontinued in favor of 
more important work. The conferees are in full agreement that dis- 
continuance on nonessential and nonproductive research projects, 

such as those listed above, will make it possible for the Department to 
cover all valuable and worthwhile research projects proposed in the 
budget. The final amount agreed to includes sufficient funds to pro- 
vide for research projects inserted by the Senate and emphasized in 
the Senate report, including $100,000 for research on acreage reduc- 
tions and $50,000 additional for the National Arboretum. The con- 
ferees are also in full agreement that the recent action of the Depart- 
ment decreasing attention to home economics research should be re- 
viewed and a portion of the funds transferred to human nutrition 
should be redirected to its original purpose, as contemplated by the 
amendment adopted in the Senate. 

Amendments Nos. 3 and 4—Plant and animal disease and pest con- 
‘rol: Appropriate $18,658,700, instead of $17,750,000 as proposed by 
the House and $18,758,700 as proposed by the Senate, and increase 
the fund for emergency outbreaks of insect and plant diseases to 
$1,000,000. The conferees have agreed to an increase of $308,700 
for added plant quarantine inspection at major United States ports 
in view of (1) the increasing threat of importation of nematodes, 
citrus hlackfly. fruit flies, Khapra beetle, and other plant pests from 
various areas of the world, and (2) the decreased quarantine inspec- 
tion resulting from the gradual reduction in number of customs 
inspectors in recent years. 


EXTENSION SERVICE 


Amendment No. 5—Penalty mail: Appropriates $1,650,000, instead 
of $1,500,000 as proposed by the House and $1,800,000 as proposed 
by the Senate. 


3° 
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SOIL CONSERVATION SERVICE 


Amendment No. 6—Conservation operations: Appropriates 
$59,300,000, instead of $58,612,579 as proposed by the House and 
$60,000,000 as proposed by the Senate. 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 


Amendments Nos. 7 and 8: Authorize $22,800,000 for adminis- 
trative expenses, instead of $22,500,000 as proposed by the House 
and $23,000,000 as proposed by the Senate, and provide $4,320,000 
for section 392 expenses, instead of $4,020,000 as proposed by the 
House and $4,520,000 as proposed by the Senate. 

Amendments Nos. 9 and 10: Eliminate language proposed by the 
Senate relative to the 5 percent transfer of funds for technical services 
required in formulating and carrying out the agricultural conservation 
program, and restore language as proposed by the House. 


AGRICULTURAL MARKETING SERVICE 


Amendments Nos. 11 and 12—Marketing research and agricultural 
estimates: Appropriate $11,046,000, instead of $10,981,000 as proposed 
by the House and $11,096,000 as proposed by the Senate, and restore 
House language providing for a special study on the price spread be- 
tween the farmer and the consumer, changing the amount named 
therein to $250,000. The conference committee is in full agreement 
that the July crop reports for popcorn and honey should be reinstated 
within the amount appropriated. 

Amendment No. 13—Marketing services: Appropriates $11,960,000, 
instead of $11,810,000 as proposed by the House and $12,010,000 as 
proposed by the Senate. 


FOREIGN AGRICULTURAL SERVICE 


Amendment No. 14: Restores House language providing for a 
special study of foreign agricultural production, changing the amount 
named therein to $250,000. In view of foreign expansion at the ex- 
pense of American producers, the conferees agree that the bringing of 
statistics on foreign agriculture up to date is highly important to the 
success of the new program being inaugurated by this service and is 
basic to the formulation of agricultural policies. 


COMMODITY STABILIZATION SERVICE 


Amendment No. 15—Agricultural adjustment programs: Authorizes 
$6,000,000 for administrative expenses, instead of $5,500,000 as pro- 
posed by the House and $6,165,000 as proposed by the Senate. 

Amendment No. 16—Sugar Act program: Authorizes $1,575,000 for 
administrative and related expenses, instead of $1,440,000 as proposed 
by the House and $1,617,000 as proposed by the Senate. 


FARMERS HOME ADMINISTRATION 


Amendment No. 17: Changes code citations as proposed by the 
Senate. 
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Amendment No. 18—Salaries and expenses: Authorizes transfer of 
not to exceed $450,000 from the farm tenant mortgage insurance 
fund, instead of $400,000 as proposed by the House and $500,000 as 
proposed by the Senate. 

Amendment No. 19: Changes code citations as proposed by the 
Senate. 

OFFICE OF THE GENERAL COUNSEL 


Amendments Nos. 20 and 21: Appropriate $2,100,000, instead of 
$2,079,000 as proposed by the House and $2,164,000 as proposed by 
the Senate, and authorize transfers of $375,000, instead of $300,000 
as proposed by the House. 


OFFICE OF THE SECRETARY 


Amendment No. 22: Appropriates $2,144,300, instead of $2,116,000 
as proposed by the House and $2,172,600 as proposed by the Senate. 


COMMODITY CREDIT CORPORATION 


Amendment No. 23—Limitation on administrative expenses: Restores 
language proposed by the House, changing the amount named therein 
to $1,000,000. 

Amendment No. 24: Reported in disagreement. 


SPECIAL ACTIVITIES 


Amendment No. 25—Reimbursement to Commodity Credit Corpora- 
tion for transfer of wheat to Pakistan: Appropriates $69,385,831 as 
roposed by the Senate instead of $69,273,881 as proposed by the 
Hons. 

Amendment No. 26—Reimbursement to Commodity Credit Corpora- 
tion for emergency famine relief to friendly peoples: Appropriates 
$9,545,830 as proposed by the Senate instead of $9,676,628 as pro- 
posed by the House. 

GENERAL PROVISIONS 


Amendment No. 27—Section 504: Eliminates the words “‘or apples” 
inserted by the Senate. The conference action is based on the fact 
that this matter is being handled by the appropriate legislative com- 
mittees. ‘The conferees do not approve of any forecast of apple prices 
by the Department during the coming fiscal year unless contrary 
legislative action is taken by the Congress. ‘This restriction is not 
intended to affect other types of forecasts for apples. 

Jamie L. WHITTEN, 
Frep MARSHALL, 
Cartes B. DeEanr, 
Wituiam H. Nartcuer, 
CLARENCE CANNON, 
H. Cart ANDERSEN, 
Watt Horan, 
Cuartes W. VURSELL, 
JOHN TABER, 

Managers on the Part of the House. 
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Mr. Harris, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[Pursuant to Section 136 of the Legisuative Reorganization Act of 1946, Public 
Law 601, 79th Cong., and H. Res. 105, 84th Cong., 1st sess.] 


Your Committee on Interstate and Foreign Commerce, having 
considered the report of its Transportation and Communications 


Subcommittee on an investigation of the eis of a common 


system of air navigation and traffic control, su 
report: 

The present nationwide system of short-range air navigation aids for 
joint use by civil and military aviation was developed as the result 
of a study made in 1947 by a subcommittee of the Interstate and 
Foreign Commerce Committee of the House of Representatives. 
That subcommittee, in House Report No. 885, 80th Congress, sub- 
mitted July 11, 1947, recommended the development of— 


mits the following 


a single system which will safely and economically serve the requirements of 
both commerce and national defense simultaneously. 

Recent developments have placed the concept of a common system 
in jeopardy. 

The controversy which threatens the common-system concept came 
to public notice as a result of a press release issued on February 8, 
1955, by the Air Navigation Development Board (ANDB), which 
revealed that a new rho-theta short-range radio air navigation system, 
known as TACAN, is under consideration to replace the system now 
in operation, commonly known as VOR/DME. 

On February 11, when Mr. Fred B. Lee, Administrator of Civil 
Aeronautics, was before the Interstate and Foreign Commerce Com- 
mittee, he was questioned by Hon. J. Percy Priest, chairman, regarding 
the ANDB release. When it developed that matters of classified mili- 
tary information were involved, Chairman Priest suggested that the 
subject be passed over until an executive session could be arranged. 


1 
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Subsequently, the Transportation and Communications Subcom- 
mittee was directed to conduct a thorough investigation of the con- 
troversy. The first hearing was held in executive session on March 
10, when Hon. Donald A. Quarles, Assistant Secretary of Defense 
(R. and D.), and representatives of the Department of Defense 
appeared. 

‘urther hearings were held in executive session on March 11 and 
15 and on May 3, to hear testimony involving classified military in- 
formation. Representing civil users of the air space were heard in 
open hearings on March 25 and April 11. Testimony was heard from 
spokesmen for various points of view, both civil and military. 

Witnesses heard by the subcommittee were: 

Hon. Donald A. Quarles, Assistant Secretary of Defense (Research and Develo; 
ment) 

Lt. Floyd E. Pirie, United States Air Force 

Hon. Trevor Gardner, Assistant Secretary of the Air Force (Research and 
Development ) 

Hon. James H. Smith, Jr., Assistant Secretary of the Navy (for Air) 

Col. J. F. Taylor, Jr., Director, Air Navigation Development Board 

Capt. A. S. Born, United States Navy 

Capt. Rawson Bennett, United States Navy 

Mr. John Loeb, Bureau of Ships, project engineer 

Comdr. Charles E. Gibson, Air Warfare Division, Office of the Chief of Naval 

Operations 
Mr. Cole H. Morrow, National Business Aircraft Association, Inc. 

Maj. Gen. Gordon A. Blake, USAF, Director of Communications, Headquarters, 

United States Air Force 
Lt. Col. John L. Wilson, Office of the Chief Signal Officer, Department of the 

Army 
Dr. Hector R. Skifter, president, Airborne Instruments Laboratories, Mineola, 

NE. 

Hon. Louis S. Rothchild, Under Secretary of the Department of Commerce 
Mr. F. B. Lee, Administrator of Civil Aeronautics 
Mr. Milton W. Arnold, vice president, operations and engineering, Air Transport 

Association 
Mr. Max Karant, assistant general manager, Aircraft Owners and Pilots Asso- 

ciation 
Mr. D. D. Thomas, Deputy Director, Office of Federal Airways, Civil Aeronautics 

Administration 
Mr. Albert J. Forte, executive assistant to the Administrator of Civil Aeronautics 


FINDINGS AND RECOMMENDATIONS 


1. The position taken in 1947 by this committee that there must be 
but one system of aids to air navigation and traffic control common to 
all users of air space in the United States and not a multiplicity of 
systems is reaffirmed. A multiplicity of systems would constitute both 
a hazard of large proportions and a burden upon the taxpayers. We 
insist that coordination among the Government agencies concerned 
be maintained to prevent overlapping and duplication of effort in 
the development of the common system concept. 

2. Subjetct to the policy declared in paragraph 1 above, the Sub- 
committee on Transportation and Communications concurs generally 
in the Air Coordinating Committee program on electronic short range 
navigation systems,’ announced April 20, 1955, with an important 
exception, namely : 


1See appendix A of this report. 
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The subcommittee recommends that after 1958 DME ground equip- 
ment be continued in operation on a year-to-year basis only. Civilian 
users already have important investments in DME airborne equipment 
and would make additional investment if led to the belief that con- 
tinuation of DME to any fixed date beyond 1958 is assured. 

3. The appropriate agency should undertake immediately the de- 
velopment of airborne units for civilian use with TACAN ground 
Facilities, These units should have cost and performance character- 
istics compatible with the intended user’s needs and the requirements 
of flight safety and should include miniaturized versions suitable for 
use by private pilots. 

4. The Department of Defense is urged to declassify TACAN 
completely at the earliest possible date. 
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RHO-THETA SYSTEMS FOR AIR NAVIGATION 


An adequate system for navigation of the modern high-speed mili- 
tary and transport aircraft requires that it shall present to the pilot 
a continuous and quite certain capability of locating his aircraft in 
space. A rho-theta or polar coordinate system is relatively simple 
and accomplishes this end by presenting to the pilot with accuracy 
his distance from a known point on the earth’s surface, and the radial 
angle from that point which his plane subtends from true or magnetic 
north. The VOR/DME system and the TACAN system both pro- 
vide such information to the pilot of an aircraft. 

The short range rho-theta air-navigation system ground equipment 
now in use is the very high frequency omnidirectional radio range 
(VOR) and its companion distance measuring ground equipment 
(DME), installed and operated by the Civil Aeronautics Administra- 
tion for joint use by civil and military aviation. This is known as 
the common system. The DME portion of the system has not been 
fully implemented. 

The new rho-theta system, developed under sponsorship of the 
Navy, has become known as TACAN (tactical air navigation). It 
has been urged that this system replace VOR/DME as the common 
system. 

Sponsors claim TACAN has at least four distinct advantages, of 
vital military importance, over VOR/DME. Briefly, these are: (1) 
TACAN transmitting equipment can be operated successfully from 
warships at sea; (2) TACAN ground transmitting equipment is suit- 
able for use in a theater of active military operations; (38) TACAN 
will provide bearing accuracy to less than 1°, while the comparable 
VOR accuracy is 3°; and (4) airborne TACAN equipments meet 
requirements for jet aircraft. If it is found that these are actnalities 
rather than claims, obviously TACAN should replace VOR/DME 
as the common system if we are to have a common system. 


PURPOSE OF THE INVESTIGATION 


The investigation undertaken by the subcommittee had a dual pur- 
pose: (1) To investigate claims made for TACAN, and (2) to deter- 
mine if, in view of the rapid advances being made in the jet age, there 
is any hones that a single system can fill the needs of civil and mili- 
tarv aviation. 

To present a complete, although brief, outline of the problem which 
faced the subcommittee, it is necessary to review the situation con- 
fronted by civil aviation in the United States at the close of World 
War II which resulted in the development of the so-called common 
system concept. 

Technological progress made under the stress of military necessity 
during the war was nothing short of spectacular. Feats of military 
aviation had made the American public air-minded. People who had 
not flown before suddenly realized the advantages of this form of 
transportation. 
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Airlines began expanding facilities with improved, faster equip- 
ment. They scheduled more flights. Planes were taking off loaded 
to capacity. Standbys waited to take seats left vacant by “no show” 
passengers. As traflic increased, delays caused by inadequate air 
navigation and traflic-control facilities mounted. Civil aviation was 
faced with the necessity of improving schedule reliability—that is, 
keeping planes on schedule in all kinds of weather. To meet this 
scolar the Civil Aeronautics Administration developed a VHF 
omnidirectional radio range. 

Independently, the Air Force and the Navy were developing sep- 
arate systems of air navigation and traffic control, resulting in an 
impossible situation which not only was a hazard to safety, but which 
threatened to saddle upon the country the cost of supporting duplicate 
facilities. 

At this point, the Honorable Charles A. Wolverton, then chairman 
of the Interstate and Foreign Commerce Committee of the House, 
appointed a subcommittee headed by the Honorable Carl Hinshaw to 
conduct a far-reaching investigation into the situation in an effort to 
bring order out of the confusion which existed. 

The subcommittee recommended the establishment of a common 
civil-military system of air navigation and traffic control with all 
traffic to be controlled by the CAA. That report was studied in detail 
by a committee of the Radio Technical Commission for Aeronautics, 
especially appointed for that purpose and known as Special Committee 
31-3 of the R. 'T. C. A., a group made up of top Government-industry 
representatives and technicians in the field of aeronautical telecom- 
munications. SC-31 developed a detailed blueprint for the common 
system which was approved by all classes of users of the airspace. 


ADOPTION OF COMMON SYSTEM CONCEPT 


Congress, through its Aviation Policy Board in March 1948, en- 
dorsed the report and recommended that the ambitious program be 
undertaken. 

It was agreed that the job could be done without establishing a new 
independent agency. By agreement among all Government depart- 
ments concerned and the civil aviation interests, the Air Navigation 
Development Board was set up in November 1948, to handle the highly 
technical and extremely difficult task of directing the establishment 
of the common system. 

The backbone of the new system was to be the now familiar VOR 
or omnirange, which had been developed by the CAA, an entirely new 
kind of radio range, designed to replace 2 navigation aids then in use, 
the revolving beacon and the 4-course radio range. 

The first nationwide air navigation aid was the lighted airway, still 
in use today in some sections of the country. Flashing revolving 
beacons of the lighted airways required no equipment in the aircraft 
but could be used only under conditions of favorable visibility. 

Next, in 1928, came the low-frequency radio ranges, a great forward 
advance permitting navigation under conditions of restricted visibil- 
ity, by installing a simple radio receiver in the aircraft. The sub- 
committee was told that the CAA still is operating 347 of these 4-course 
ranges, 
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A four-course radio-range system furnishes the pilot of a plane 
directional guidance for inflight navigation by producing definite 
courses or paths in space. The 4-course ranges do this by sending 
out A and K Morse code signals in alternate quadrants which merge 
along 4 courses or “legs.” When flying “on course” the pilot hears a 
steady high-pitched musical note, and knows he is “on the beam.” 
However, the pilot knows his exact direction from a range station only 
when he is “on course” and knows which of the four courses he is 
fiying. The four-course range did not give the pilot his position 
in space, which, with the increase in density of trafic, became a very 
vital factor. 

It was obvious that the 4-course range would be a much better navi- 
gational aid if it could continuously furnish the pilot information on 
his azimuth from the range station regardless of the position of the 
aircraft with respect to the range station. The omnirange was de- 
veloped to accomplish this, and to eliminate some very objectionable 
features of the 4-course range, such as static, night effect, interfer- 
ence, erratic radiation patterns in mountainous terrain, and the need 
for the pilot to listen constantly to the range signal. The four-course 
range, while simple in operation, is difficult to hear at distance in 
conditions of high static. 


ADVANTAGES OF VOR/DME, A RHO-THETA SYSTEM 


The word “omnirange” is a combination of the Latin word “omnis,” 
meaning “all,” and the familiar word “range.” 

The omnirange or VOR sends out radio signals, or courses, like 
spokes from a wheel, in all directions. Operating in the very high 
frequency (VHF) part of the radio spectrum, it is largely static free. 
A pilot can fly the omnirange simply by watching a needle on a 
cockpit dial, without having to listen to the monotonous and sometimes 
blurred signals of the 4-course range. 

Because the 4-course range has 2 A and 2 N quadrants, the possi- 
bilities for confusion in distinguishing between them can be serious to 
a lost pilot, who then must fly a complex orientation pattern to estab- 
lish his position. The VOR eliminates these difficulties and provides 
additional advantages which make aerial navigation so simple and 
certain that pilots can devote more time to the job of flying, of major 
Be es as aircraft become larger and more complex. 

ince the very-high-frequency omnidirectional radio range trans- 
mits in the very-high-frequency band, it is subject to approximately 
line-of-sight reception restrictions. That is, the aircraft in flight 
generally should be within clear line-of-sight of the omnirange station 
for good reception. While a plane 150 to 200 miles away from a 
transmitter normally can receive the VOR signal at high altitudes, 
the reliable operating range at minimum en route instrument altitudes 
is considerably less than this owing to the curvature of the earth. VOR 
stations therefore are located about 90 miles apart on a grid pattern. 

Just as an intervening hill or other obstructions block and reflect a 
light beam, such an object will interfere with VHF reception. This 
pores problems in siting VOR stations. Generally, best results 

ave been obtained by locating VOR transmitters on high, level ground 
and removing all nearby obstructions. This caused serious problems 
for the military which in the case of the Navy were insurmountable. 
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IMPLEMENTATION OF VOR/DME SYSTEM 


Once agreed upon, the job of installing and operating the common 
system was assigned the Civil Aeronautics Administration in the 
Department of Commerce. Realizing that the progress of commer- 
cial aviation was being retarded by the lack of adequate navigation 
and traffic control facilities, the CAA pushed installation of the pro- 
gram as rapidly as funds and personnel would permit. As a result, 
by the end of the present fiscal year, the Nation will have approxi- 
mately 500 VOR ground stations, as well as radar traffic control facili- 
ties in most metropolitan areas. The plan was for one DME station 
at each VOR, with additional DME stations sited in conjunction with 
instrument landing systems. The DME program is only partly 
implemented. 

Mr. F. B. Lee, Administrator of Civil Aeronautics, told the sub- 
committee that as of last fall there were nearly 54,000 airborne VOR 
receiving sets in use, or available for installation, by both civil and 
military users. Of this number, civil users had 24,413 equipments. 
Approximately 250 airborne DME sets have been sold for use in civil 
aircraft, he said. Many of these sets are Government-owned, for 
experimental use. The committee could get no accurate statement as 
to the number owned by civil users. Estimates ranged from as low as 
90 to as high as 220 sets. 

While VOR is quite extensively installed and used, it is only half 
the system, in that it supplies only half of the data needed to complete 
the rho-theta system. The DME portion of the system is expensive 
and difficult of development. No simplified, miniaturized DME set 
designed for use by private pilots is yet on the market. 

In the meantime, the Navy was seeking to develop an aerial naviga- 
tion system which would meet its peculiar needs more adequately. 
In February 1947 a statement of the military requirements was agreed 
upon and the Navy began development of the rho-theta system which 
has since come to be known as TACAN. 

Work on TACAN was carried on under a cloak of military secrecy. 
Regardless of the ultimate consequences of this policy of secrecy, it 
is very doubtful that anyone would have at that point urged a slow- 
down or abandonment of the VOR program, even if there had been 
no security blackout of TACAN. 

The need for a short-range air navigation system was pressing. 
The progress of aviation was being retarded. Commercial aviation 
development was held back by bad-weather delays and cancellations 
resulting from the lack of adequate navigation and traffic control 
facilities needed to move aircraft under instrument flight rule 
(IF R) conditions. 

Development work on VOR started before World War II. The 
system was available. VOR had been tested and found reasonably 
adequate for the job at hand. Even had the ultimate success of 
TACAN been guaranteed at the time, it was easy enough to see that 
a long period of development and testing lay ahead before that sys- 
tem, whatever its merits, could possibly be ready fot widespread use. 

Thus, regardless of what bright hopes anyone might then have held 
for the ultimate solution of short-range air-navigation problems, 
VOR/DME was regarded as the best solution available at the moment. 
It was not considered the ultimate system. In fact, the SC-31 report, 
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the blueprint of the requirements of equipments needed for the common 
system, made it clear that VOR/DME was an interim system, probably 
obsolescent by 1962. (Figure No. 2A paper 27-48/DO-12, prepared by 
SC-31, May 12, 1948.) 

It was pointed out in testimony before the subcommittee that work 
on VOR was begun before World War II, and although the system 
now is 15 years old, it is barely implemented at this time. If it had 
been decided in 1948 to abandon VOR and postpone building a new 
system until the deficiencies noted in the SC-31 report could be elimi- 
nated, the development of air transportation in this country would 
have been set back a number of years. In fact, we might not be ready 
even now to start work on a new system. VOR, even though incom- 
maser because of lack of implementation of ground and airborne DME, 

1as speeded congested air traffic and contributed to aviation safety. 


MILITARY NEEDS NOT MET 


The SC-31 report stated: 


Ultimately, and as part of the RTCA system, the VHF omniranges will have 
to be superseded by improved equipment. This is dictated by requirements 
of accuracy not met by the present equipment and by the necessity of consoli- 
dating all short distance navigation services for air traffic control in a single 
radio frequency band. Such consolidation will effect simplification in the 
equipment to be carried by aircraft (SC-31 report, p. 8). 

Thus it was that the CAA pushed ahead to install the VOR/DME 
system, even though that admittedly did not meet all of the needs 
of the military. 

The system developed by the military and the system established by 
the CAA are incompatible. TACAN cannot be fully implemented 
within the continental limits of the United States without inter- 
ference with civil DME. That is because TACAN and DME operate 
in the same radio frequency band. If TACAN stations are installed 
on ascale sufficient to give nationwide coverage, DME will be crowded 
off the air because there are not enough available channels in the band 
to accommodate both systems. 

The subcommittee heard testimony that in 1951 the Defense and 
Commerce Departments, with the knowledge of the Bureau of the 
Budget, agreed to the development of TACAN as a tactical military 
system. Witnesses for the Department of Defense took the position 
that this was not a compromise of the agreement to participate ina 
common system, since it was agreed that VOR was not and could not 
be a tactical system. 


ANDB COMMITTEE SEEKS SOLUTION 


Reports of a development which threatened civil DME broke into 
print in December 1953. 

At about the same time, the Air Navigation Development Board 
appointed an advisory committee to— 


assemble and analyze factual information to determine the extent to which the 
VOR/DME and the TACAN systems meet, or can be made capable of meeting, 
the technical and operational aspects of military requirements and common 
system requirements. 


This group, known as the VORTAC committee, was made up of rep- 
resentatives of the Air Force, Navy, Army, Civil Aeronautics Ad- 
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ministration, Air Transport Association, Aircraft Owners and Pilots 
Association, and National Business Aircraft Association. It en- 
dorsed ‘TACAN for common system use by a 4-3 vote, with the Air 
Force, Navy, Army, and ATA supporting TACAN, and CAA, 
AOPA, and NBAA supporting VOR/DME, 


COMMITTEE ROSTER 


Members of the committee were: 


Air Transport Association: 

i W. Arnold (chairman), vice president, operations-engineering, 
ATA. 

Department of Commerce: 

Mr. Peter Caporale, Chief, Airways Engineering Division, Office of Federal 
Airways, CAA. 

Mr. D. M. Stuart (alternate), Director, Technical Development and Evalua- 
tion Center, CAA, 

Department of Defense: 

Mr. Ek. C. Wood, Department of Defense representative, ANDB. 
Aircraft Owners and Pilots Association: 

Mr. J. B. Hartranft, president, AOPA, 

Mr. Max Karant (alternate), assistant general manager, AOPA, 
National Business Aircraft Association: 

Mr. Cole Morrow, chairman, NBAA. 

Mr. Jean DuBuque (alternate), executive director, NBAA, 
Department of the Army: 

Lt. Col. J. L. Wilson, Chief, Aviation Section, P. and O. Division, SIGOP-5. 

Dr. William Young (alternate), assistant chief, Aviation Section, Office of 
Chief Signal Offi-er. 

Department of the Navy: 

Mr. J. T. Pyle, special assistant, civil aviation, Assistant Secretary of the 
Navy for Air. 

Comdr. R. L. Eldridge (alternate), head of Air Navigational Aids Branch, 
CNO, Op-534. 

Department of the Air Force: 

Col. H. A. French, chief, Electronics System Division, Directorate of 
Communications. 

Lt. Col. Philip Cobb (alternate), chief, Ground Base Reference Navigation 
Section, Instrument Navigation Bombing Branch, Directorate of Research 
and Development. 

Secretary: 
Mr. B. A. Denicke, Air Navigation Development Board. 


The controversy which led to the present investigation was brought 
into the open on last February 8 when the Air Navigation Develop- 
ment Board issued a press release announcing a plan to resolve the 
VOR/DME-TACAN dispute. 

The Board’s press release follows: 


Tue ANDR PLAN or Action To RESOLVE THE VOR/DME-TACAN Prontem 


The Air Navigation Development Board announced today its plan for the reso- 
lution of the problem involving the visual omnirange/distance measuring equip- 
ment-tactical air navigation system for the common system use. The plan is 
conistent with the technical findings of the Board's three consultants: R. C. New- 
house, military development engineer, Bell Telephone Laboratories; H. R. 
Skifter, president, Airborne Instruments Laboratory; J. B. Wiesner, professor 
of communications engineering and director, research laboratory of electronics, 
Massachusetts Institute of Technology. During the past year these consultants 
have made a thorough analysis of the two systems and have reported to the Board 
their conclusions as follows: 


The TACAN system will provide azimuth accuracy to within 1°, while the 
comparaple VOR accuracy is 3°. 
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Prior to any widespread use of TACAN, a study should be made to assure 
that it can provide the totul number of interference-free channels required 
for common system operations. 

The VOR, for basic technical reasons, cannot provide satisfactory service 
when installed on Navy carriers. 

The VOR/DME system does not meet military needs for equipment which 
can be easily sited in military theaters of operation. 

In line with these findings and with the urgent military requirements, the 
Board has decided to complete the development of TACAN and clear the way 
for its adoption as the common (military/civil) short-range navigation system. 
The Board finds, however, that there are still substantial uncertainties which 
should be explored and resolved before final standardization of TACAN fo, 
common system use. Further matters to be explored include: 

The determination of the final requirements for the common system in 
relation to available frequency space in the TACAN band. 

The rel::tionship between the civil/military short-range navigation system 
and the electronic ground environment being developed for our air-defense 
system. 

The international implications of any standardization move. 

In line with these findings and pending resolution of the uncertainties, the 
Board has adopted the following course of action: 

Finish the development of TACAN to make it suitable for common system 
use at the earliest practicable date. 

Continue VOR as a common system navigation aid at least until 1965 

Limit the use of civil DME facilities to experimental purposes, with the 
understanding that DME service is not guaranteed beyond June 30, 1955 
(This is to assure that DMEF frequencies would not stand in the way of 
TACAN if it later is standardized.) 

Permit military agencies to implement TACAN facilities to meet their 
minimum interim requirements, for the present, on a basis which will be 
noninterfering with channels assigned to the civil DME and the common 
system radar bencon. 

As a back up for the TACAN program, in case it should later prove 
unacceptable or inadequate for any reason, develop a CW omni-range facility 
in a higher frequeney band. Present civil DME would provide distance 
in this “backup” system. The DME ground equipment will be held in 
readiness for this eventuality. 

In clearing the way for the standardization of TACAN, the Board is taking 
only such actions at this time as will best bring TACAN to a state of readi- 
ness for standardization and as will insure a clear road for its standardization 
if and when it is proved in, meanwhile providing for essential military require 
ments. In adopting this course, the Board has sought the maximum con 
venience of the users of the airspace, both civil and military, at the minimum 
expense to the taxpayer, looking toward the implementation of a common 
military/civil navigation system at the earliest practicable date. 


PLAN WAS COMPROMISE 


The plan adopted by the Board was a compromise between the views 
of the two opposing groups in the VORTAC committee. Contrary to 
a belief apparently held by many who communicated with members of 
the subcommittee, ANDB did not recommend immediate adoption of 
cr or the early abandonment of VOR. The Board announced 
it had— 


decided to complete the development of TACAN and clear the way for its adoption 
as the common (military/civil) short range navigation system. 


Findings made by the VORTAC committee follow: 


Neither system at present can meet all of the stated requirements. The TACAN 
system has high accuracy and shipboard performance potential—functions given 
the first priority by the military—but cannot provide a voice channel and will 
require reworking before it can provide high reliability—a function given first 
priority by civil aviation. On the other hand, VOR/DME provides the voice 
channel and the reliability, but, according to the consultants’ report, it is not 
expected to meet the stated accuracy or shipboard performance requirements. 
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Neither system will meet certain tactical requirements, as expressed by the 
Department of the Army, which will be required in the combat zone and are 
unique to that military service, but which may have a similar application to 
civil helicopter operations. 

It is technically feasible to have coexistent fully implemented civil DME and 
partially implemented TACAN operations; however, due to mutual interference 
between TACAN and both DME and the radar safety beacon, the coexistence of 
fully implemented civil DME and TACAN systems is not feasible. 

(Nore.—We have unanimously accepted the consultants’ report as representing 
essentially the technical aspects of the problem. Copies of this réport already 
have been forwarded to the ANDB, and no attempt is made herein to review or 
restate all of the material in that report.) 


Recommendations of the VORTAC committee were: 


RECOMMENDATION 


1. Declassification of TACAN 


We agree that complete declassification of the TACAN system should be 
accomplished as soon as possible. 


2. VOR program 


We agree that VOR is the primary azimuth portion of the short-distance com- 
mon system and should be maintained and improved until at least 1965. 
3. Adoption of TACAN 


We disagree on the basic issue: adoption of TACAN as the common system 
short-distance navigational aid. The majority and minority positions are sum- 
marized as follows: 

(a) (Majority (ATA, Army, Navy, Air Force).—TACAN should be adopted 
now as the common system rho-theta short-distance navigational aid, with actual 
implementation to follow the completion of an ANI)B-sponsored improvement 
program aimed at meeting common system criteria not presently incorporated in 
the military TACAN system. A _ traget date of 1965 for complete transition to 
TACAN is considered feasible. In the meantinme, the VOR will continue to 
be the primary azimuthal aid until 1965, and the VOR program should be con- 
tinued and eXpanded. However, the present civil DME program should be 
stopped immediately, and the ground equipment should be modified to work with 
airborne TACAN. This program requires the immediate and complete declassi- 
fication of the TACAN system. The majority position is detailed in appendix 
B of this report.’ 

(b) (Minority (CAA, AOPA, NBAA).—The present VOR/DME program 
should be continued and expanded as necessary. If a further development pro- 
gram on TACAN is undertaken, and if the results are successful, the matter 
then should be reviewed by all concerned to determine if TACAN should be 
adopted for the common system. ‘The minority position is detailed in appendix 
C of this report. The AOPA and NBAA, in supporting the CAA position, presented 
the specific comments which are contained in appendixes D and E of this report.’ 
j. Publie disclosure 


We recommend that full and complete disclosure of all facts and circumstances 
not directly prejudicial to the national security, which led to the need for the 
VORTAC committee, shall be made promptly after or, if possible, simultaneously 
with the announcement of the final decision by the Air Navigation Development 
Board. This information is needed to inform civil users of the background 
which led to the VOR/DME-TACAN controversy. 


The summary and conclusions section of the consultant’s report was 
quoted in the VORTAC committee report to ANDB, as follows: 
A, Siting 


The siting problems are different for each system, but both systems must be 
very carefully sited for maximum performance. The VOR requires a clearing 
of 1,000-foot radius, with the land quite flat, and all trees, fences, and other 
obstructions removed ; even then, large objects more distant than 1,000 feet may 
TT 

9 nee majority position below. 

See appendixes B and C of subcommittee report. 
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cause large error. TACAN is also difficult to site if the antenna is close to the 
ground. Sites that are satisfactory for TACAN are not necessarily satisfactory 
for VOR, and vice versa. However, TACAN siting problems are adequately over- 
come by elevating the antenna. 


B. Accuracy 


The distance-measuring capabilities of both systems are similar and meet the 
stated requirements. 

We found the bearing accuracy of the modified TACAN system to be better 
than +1°, if the antenna is mounted on a tower of sufficient height to clear 
nearby obstructions, and to provide an essentially line-of-sight path to the air- 
craft to be served. Further refinements of the TACAN equipments should 
provide a further increase in accuracy. Based on studies of the existing evalua. 
tion reports on VOR and all data furnished by the CAA, the bearing accuracy of 
the present VOR system is considered to be better than +3° when the VOR is sited 
in a properly cleared area. This accuracy would not be improved by mounting 
the antenna on a tower. Most of the serious VOR errors are due to site effects 
that are peculiar to the frequency and techniques of the VOR system. We do 
not know of any practical modification to the VOR system that will substantially 
increase its accuracy. 


C. Reliability 


VOR ground and airborne equipments have proved highly reliable under the 
ultimate test-—widespread operational use. Ground DME units indicate satis- 
factory reliability ; although we have no significant operating data on the relia- 
bility of DME airborne equipment, it is reasonable to believe that it can be made 
to operate reliably. 

The present TACAN equipments are unreliable. Extensive reengineering of 
both ground and airborne units is necessary if they are to meet the standards 
of reliability generally associated with a common system basic navigational aid. 


D. Co-location 

There are two methods by which VOR/DME and TACAN might be co-located: 
coaxial and noncoaxial. Coaxial co-location of present VOR/DME and TACAN 
antennas is probably structurally impractical, and a substantial program of 
development and testing would be required to ensure that the VOR would not be 
adversely affected by coaxial co-location. Noncoaxial co-location at the same site 
within 1,000 feet would not affect TACAN performance but might affect VOR 
performance. Interference between the distance-measuring portions of the 
systems will be a problem (see sec. 2K and 4H). (The CAA advised us that if 
two navigations systems were to be used, the ground stations serving one location 
could be no farther apart than 1,000 feet without impairing the air traffic control 
system.) 
EB. Size and weight 

There is no significant difference between the size and weight capabilities of 
the two systems, except that the present VOR antenna-counterpoise system is 
much larger than the TACAN antenna. The TACAN airborne equipment is in 1 
package; the VOR/DME is in 2 packages, but they could be combined. A light- 
weight low-cost azimuth-only TACAN airborne receiver comparable with the 
lightweight VOR receivers could be developed. 


F. Channel requirements 
Either system appears to be adequate in this respect (see sec. 4H). 
G. Special applications 


VOR performance is not optimum aboard ship because of siting and propaga- 
tion factors. Reports of TACAN tests, with the antenna mounted on the mast- 
head, indicate satisfactory performance. 


H. Timing 
The VOR is partially militarized: the airborne units are fully militarized, 
and a military 50-watt surface equipment is available. The estimated time 


required to engineer, evaluate, and prepare production specifications for the 
various units is as follows: 
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Unit Time required 
Shipboard VOR surface units 1 year. 
Militarized DME surface and airborne units 12 to 18 months. 
Ground and airborne TACAN equipments that will approach the 
VOR in reliability 3 years. 
Lightweight low-cost azimuth—only TACAN units comparable 
with present lightweight VOR receivers__ 2 years. 











The estimated time to engineer, evaluate, and prepare production specifications 
for coaxial colocation is 2 years. The time required for an interdepartmental co- 
operative test program to determine the effects of noncoaxial colocation within 
1,000 feet upon the VOR is 4 months. 


I. Security 
(Deleted. ) 
J. Communications 


Simple voice identification could be added to TACAN by equipment modifica- 
tions; however, TACAN cannot be expected to meet the requirement for two-way 
voice communications with aircraft. 


K. Frequency interference 
Before making any plan for widespread use of TACAN, it would be necessary 


that the problem of interference with other services in the 960 to 1215 megacycle 
band be carefully studied and resolved. 


The majority position of the VORTAC committee was: 


DECEMBER 27, 1954. 
Subject: Majority position for VORTAC committee. 
To: Chairman, ANDB Advisory Committee No. 1. 


1. The military TACAN system should be adopted now for common system 
application. Actual implementation in the common system, however, will follow 
the completion of an ANDB-sponsored improvement program to meet common 
system criteria not presently incorporated in the military TACAN system. The 
target date of 1965 for full implementation of TACAN in the common system is 
considered feasible. 

A decision to adopt the TACAN system requires approval of the following 
courses of action: 
. The immediate development of a plan for complete transition to TACAN as 
a staal Rho-Theta navigation system by 1965. 

B. The complete declassification of the TACAN system. 

C. The expansion of VOR facilities which will continue as the primary azi- 
muthal navigational aid until 1965. 

3. The development plan referred to in 2a above contains the following imme- 
diate steps: 

A. Development of a coverage and frequency plan to permit an area-type of 
air-traffic control. This is an immediate requirement for jet aircraft over 20,000 
feet. The overall plan will reflect results of TACAN/VOR colocation tests and 
the 20,000-foot level presently required for jet aircraft will drop as transition 
progresses. 

B. The interim implementation by the military of minimum TACAN ground 
facilities in the United States in support of tactical operations. 

Cc. An expedited program to improve accuracy, reliability, and maintainability 
of present TACAN ground equipment. 

(1) The complete declassification of the TACAN system as soon as possible. 

(2) The expansion of VOR facilities which will continue as the primary 
azimuthal navigational aid until 1965. 

D. The development of additional types of TACAN airborne equipment with a 
target date of 1957 to include: 

(1) The development of a lightweight, simple model of an omnibearing, dis- 
tance system to work with TACAN ground equipment. Integration of the two 
functions of azimuth and distance measuring in a single equipment will maxi- 
mize savings in cost, weight, and size and will provide an equipment for use in 
light aircraft such as the Army liaison craft, and Navy and Air Force trainers, 
plus civil aircraft. This development will also provide for: 

(a) Design of a lightweight, simple model of an airborne distance-measuring 
equipment to work with ground TACAN equipments. Two hundred and fifty of 
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these airborne sets should be provided for a thorough long-term in service opera- 
tional evaluation. 

(b) Design of lightweight, simple model of an omnibearing system to work 
with TACAN ground equipments. ‘This equipment will be directly comparable 
in reliability, cost, weight, and size tu the present VHF omnibearing airborne 
equipments. One hundred of these ¢quipments should be provided for a long 
term in service operaticnal evaluation. 

(ec) The modification of existing civil bME ground equipment to work with 
TACAN airborne equipment by 1957. Concurrently, ANDB should initiate q 
feasibility study for using modified Civil/DME ground equipments as low pow- 
ered terminal facilities by adding a TACAN azimuth capability, and if necessary, 
as a result of this study, the development of a low powered TACAN terminal aid. 

4. The above position and the resultant course of action is based upon the 
following significant facts: 

A. Technical facts: 

(1) Neither VOR-DME nor TACAN meet all stated requirements. 

(2) The TACAN system is potentially capable of meeting the military's 
requirements for accuracy. 

(3) Present TACAN ground equipments are not sufficiently reliable for unat- 
tended operation. However, the AN/URN-3 is designed for operation with moni 
tors, alarm circuits, and dual units arranged for automatic switchover in case of 
failure. 

(4) To include a voice-channel capability in the TACAN system would preclude 
its present potential for data link utilization. 

(5) TACAN will probably have a wider cone of confusion than VOR. 

(6) It is technically feasible to convert present civil DME ground equipments 
to work with airborne TACAN equipment. Furthermore, reputable manufactur- 
ers have stated that commercialized versions of TACAN equipment can be pro- 
vided within 2 years. 

(7) After presentation of the consultant’s report, Messrs. Newhouse and 
Skifter answered questions relating to its contents. During this period, several 
questions were asked related to adding pulsed azimuth to civil DME, adding CW 
azimuth to civil DME, and new developments compatible with civil DME. These 
consultants emphatically stated that any of these developments would be costly 
to the Government, would probably create a technically inferior system, and 
would create an intolerable time delay for development. 

B. Operational factors: 

(1) The present Federal airways system of control is incapable of maintaining 
the desired safety of flight while expediting an increased air-traffic load. Basi- 
cally this deficiency stems from the lack of adequate radar coverage, insufficient 
peripheral communications, poor data display and handling, and insufficient man- 
power. Implementation of air-traffic control procedures based on a distance 
measuring capability appears meaningless at this time, primarily because there 
are too few airborne users. Furthermore, to make a substantial improvement 
in the air-traffic control capability, distance measuring implementation appears 
to follow in priority the correction of the above-listed deficiencies in the present 
system. Because of this lower priority and the fact that air-traffic control 
procedures must be based upon the equipments carried by the majority of the 
users, the cost of operating and maintaining civil DME facilities at this time 
could and should be better used to correct the higher priority deficiencies in 
present air-traffic control. 

(2) Specifically, CAA has stated that 50 percent or more of the users must be 
equipped before distance measuring can be expected to contribute substantially 
toward improvement of the air-traffic-control problems. In view of this state- 
ment the following facts immediately become significant: 

(a) Jet aircraft have an urgent requirement for a rho-theta navigation capa- 
bility because their speeds and operating altitudes preclude effective use of the 
present report-over-fix procedures where such fixes are formed as intersections 
of azimuth courses. 

(b) Above 30,000 feet there is only military traffic. Between 20,000 and 30,000 
feet there is mixed airline and military traffic. 

(ec) Because of extensive use of on-top clearances by air-traffic control for 
high-altitude, high-speed aircraft, which, in effect, requires the observance of 
visual flight rules, air traffic, practically speaking, is uncontrolled above 18,000 
feet. 

(d@) The military and the airlines state it would require 3 to 5 years to buy 
and install airborne civil DME in a majority of their aircraft. 
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(e) The military and the airlines comprise more than 80 percent of instrument 
air traffic in the United States. 

(3) An analysis of the above facts leads rather forcefully to a conclusion that 
the civil DME can cause no appreciable improvement in air traffic control for 
3 to 5 years. On the other hand, the introduction of distance in 1957 through 
the TACAN program would offer the following advantages: 

(a) The quickest means of getting distance measuring equipment in the mili- 
tary aircraft. 

(bo) The airlines could if desired obtain and install a TACAN-type airborne 
equipment in a 3 to 5 year period. ; 

(c) The upper altitudes afford a stratified area where procedures for an 
area type of control can be effectively proved operationally. 

(d) Area control can be implemented at lower altitudes as other users are 
equipped for rho-theta navigation. 

(4) In an area type of control based on rho-theta information the size of the 
cone of confusion is relatively unimportant. 

©. Other factors: 

(1) Economically, the decision to adopt TACAN and to eliminate civil DME 
techniques at this point will result in the least cost to the Government. 

(2) Elimination of civil DME techniques at this point has four additional 
advantages: 

(a) Precludes additional investment by civil users for equipment and 
maintenance. 

(0) Avoids a serious channel availability and interference problem which 
could adversely affect the defense of the country. 

(c) Prevents a problem in discontinuing civil DME at some date in the future 
after many, no longer few, users may have installed civil DME airborne equip- 
ments. 

(d) Is a positive step toward a truly common system by insuring that the 
distance-measuring capability will be based on a single technique. 

(3) Permits a continued existence and expansion of the VOR system to serve 
as the primary azimuthal navaid until transition of the TACAN system. 

5. The undersigned members of the ANDB Advisory Committee No. 1 support 
the above position for the reasons listed. 

Mitton W. ARNOLD, 
Air Transport Association. 
J. L. Witson, 
United States Army. 
H. A. FRENCH, 
United States Air Force. 
JAMES T. PYLE, 
United States Navy. 
The minority or CAA position follows: 


The following position is predicated on the facts that have been developed, in- 
cluding the consultants’ report, and avoids recommendations based on specula- 
tion. This position is, therefore, recommended for adoption as the position of 
the VORTAC Committee. The position is as follows: 

(a) The present VOR/DME program should be continued and expanded 
as necessary. 

(b) If any further development of TACAN is undertaken to resolve the prob- 
lems so far identified, such development should be handled with the proper co- 
ordination of all concerned so that all of the stated agency requirements may be 
¢iven the proper attention. 

(c) If such a development program on TACAN can be successfully completed, 
the results should then be reviewed by all concerned to determine if TACAN 
should be adopted for the common system. 

(d) Since the military have stated an immediate requirement for a limited 
number of TACAN installations for evaluation and other purposes, the planning 
for these installations should be properly coordinated to avoid interference with 
VOR/DME. 

The following is a brief résumé of some of the facts leading to the above posi- 
tion. These facts are essentially derived from or confirmed by the consultants’ 
report. The technical references given below are references to this report unless 
otherwise indicated, The most significant of these facts are: 

(a) The consultants estimate that the additional TACAN development will 
require a period of about 3 years. Assuming that this conservative estimate is 
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valid, and since experience shows that a new system cannot be expected to be op- 
erationally available to all users for 10 years after completion of development, it 
is evident that the adoption of TACAN at this time would not result in an op- 
erationally available system before 1965—probably not before 1968. TACAN, fur- 
thermore, cannot provide a voice channel and inherently has a wide cone of con- 
fusion (vol. 1, p. 13, par. B-4; vol. 1, p. 21). With respect to these two items, 
therefore, TACAN will not meet the stated requirements even after development 
is successfully completed. 

(b) The VOR/DME system is essentially in being. The VOR portion of the 
ground system is completely installed and commissioned except for such additions 
and modifications as are required from time to time by operational needs. The 
DME portion of the ground system is essentially complete and can be fully com- 
missioned within 1 year. A large percentage of the users are equipped with 
airborne VOR and equipment is available on the commercial market for those 
not yet equipped. Airborne DME equipment is available and airborne implemen- 
tation is dependent entirely on the desires of the users. 

(c) There is an immediate operational requirement for distance information. 
As indicated above, this requirement can be satisfied immediately with civil 
DME, subject only to user implementation. The adoption of TACAN, on the 
other hand, would prevent the satisfying of this operational requirement for at 
least 10 years. 

(d@) With respect to the distance-measuring functions, civil DME meets all of 
the stated requirements (vol. 1, p.15, par. D). 

(e) With respect to the azimuth accuracy requirement, the consultants’ report 
states that TACAN anpears to have more potentialities than VOR under certain 
military conditions (that is, shipboard use and field conditions requiring ability 
to set up a facility within 2 hours). Actual experience with VOR’s indicates that 
for civil fixed installations, proper conditioning of the site results in VOR ace- 
curacy of the same order as that anticipated with TACAN. Civil aviation does 
not require this potential accuracy (vol. 1, p. 5, item C—46, figs. 1, 2, and 3). 

PETER CAPORALE. 
COST OF TWO SYSTEMS 


The question of the cost of developing TACAN, pressed with vigor 
by some opponents of the proposal to adopt TACAN, was gone 
into in detail in the hearings. 

The Navy Department, in charge of TACAN development for the 
Department of Defense, informed the subcommittee that a total of 
$9,540,528 has been spent for research and development on TACAN. 
A total of $165,506.764 has been spent for production of equipment for 
the system, exclusive of installation costs. 

In addition, the military has spent $14,645,711 for VOR ground 
stations, exclusive of actual installation costs, and $38,434,211 for 
VOR airborne equipment and associated indicators, exclusive of in- 
stallation costs. 

Hon. Louis S. Rothschild, Under Secretary of Commerce for Trans- 
portation, testified that for the fiscal years 1940 through 1955, or a 
total of 15 years, $44,060,236 has been appropriated to the Civil Aero- 
nautics Administration to implement the very-high-frequency-omni- 
range and the distance-measuring-equipment portions of the so-called 
common system. 

TECHNICAL ADEQUACY OF TACAN 


Critics of the Air Navigation Development Board’s decision raised 
serious questions as to the technical adequacy of TACAN. Ina letter 
to Mr. Milton W. Arnold, chairman of the ANDB Advisory Com- 
mittee, Max Karant, assistant general manager of the Aircraft Owners 
and Pilots Association, stated: 


Everyone quickly read into the consultants’ findings what they wished. The 
military contend the report endorses TACAN, with a few cleaning-up details. 
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The CAA feels otherwise. AOPA feels the consultants’ report makes it quite clear 
that TACAN, after the expenditure of many millions of dollars, still cannot even 
approach the present-day performance of the VOR/DME system already in being. 
That TACAN can ever surpass the performance of VOR/DME in actual opera- 
tion is clearly a matter of speculation. In addition, TACAN already has at 
least one grave common system deficiency in that it offers no voice communi- 
eation facility. 

AOPA feels strongly that the consultants’ report adds up to a situation that 
points to such grave deficiencies in TACAN that the solution of these problems 
is actually a matter of speculation. Many unexpected thousands of dollars even 
had to be spent by the consultants during their investigations for the sule purpose 
of bringing the basic TACAN system to a point where they could reliably measure 
it. Based on data presented to the VORTAC committee we are convinced 
that many millions of additional dollars will have to be spent in an effort to 
make TACAN meet performance standards which the military had already 
claimed for it, but conld not demonstrate. 

The subcommittee went to great lengths to explore the technical 
adequacy of TACAN and received testimony from civilian and mili- 
tary experts qualified to speak on this point. 


POINTS AT ISSUE 


If the points at issue were exclusively scientific in nature, the contro- 
versy would not have reached this subcommittee, but the questions of 
basic policy of vast importance to civil aviation as well as to the mili- 
tary, made this inquiry necessary. 

The subcommittee did not undertake this inquiry with the expecta- 
tion that a riddle of such complexity could be solved in a few 
brief sessions, but in the hope that a full review of the facts would con- 
tribute to the ultimate solution of the difficulty with a minimum of 
expense and inconvenience to the not inconsiderable civil and military 
interests concerned, both of which have heavy investments of time and 
money in air navigation facilities. 

Involved are technical problems more intricate than interesting. 
An inquiry of the nature undertaken by the subcommittee is not the 
proper procedure to resolve the scientific questions encountered in 
this controversy over the relative merits of two rival air navigation 
systems but, in order to get the benefit of expert advice, the subcom- 
mittee heard Dr. H. R. Skifter, president, Airborne Instruments 
Laboratory, Mineola, N. Y., one of the leading authorities in this field, 
and a disinterested person. Military experts also were heard. 

The subcommittee was told that neither of the two systems meets 
all of the requirements of civil and military aviation. (For example, 
neither system is satisfactory for helicopter operations, of increasing 
importance in both civil and military aviation. ) 

Civilian users agreed that the VOR system now in operation is fully 
adequate to meet the present needs of civil aviation. 

On the other hand, the subcommittee was told by witnesses qualified 
to pass on the technical questions involved that VOR/DME does not 
meet the requirements of military aviation. The principal VOR/ 
DME deficiency from a military standpoint, apparently, is the — 
lem of setting up ground transmitting stations. VOR ground sta- 
tions require a eeured, flat area of 1,000-foot radius, with the land 
quite flat, and all trees, fences, and other obstructions removed. That 
requirement obviously eliminates shipboard installations and presents 
serious siting difficulties in an area of active military operations. 
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TACAN also is difficult to site but TACAN siting problems can be 
overcome adequately by elevating the antenna, as on a ship’s mast, 
the subcommittee was told. 

Department of Defense witnesses stressed the importance of the 
improvement in accuracy of TACAN over VOR and pointed out the 
importance of this factor in tactical operations, especially at sea. 

Members of the subcommittee questioned Dr. Skifter at length re- 
garding the accuracy of the TACAN system. On that point, he testi- 
fied as follows in response to questions by Congressman Hinshaw: 


Mr. HinsHAw. It has been explained to us that the TACAN system has not 
been developed to the point where it could be used with certainty and reliability 
and accuracy until the consultants worked on the equipment; is that right? 

Dr. Sxirter. I do not like your word “developed.” The equipment, as made 
available to us, had exactly the characteristic you say, yes. 

Mr. HinsHaw. What was the reliability of it? 

Dr. Sxirrer. We did not concern ourselves, insofar as the rebuilding we did. 
We did not do it from the standpoint of reliability. We did it from the stand- 
point of removing certain characteristics which contributed to a basic inaccuracy 

The reliability had been studied both by us as well as another committee of 
the Department of Defense and I think by now there is a pretty good agreement 
between all parties as to the things that must be done in order to make it good, 
solid, safe operational equipment. 

Mr. HINsHAwW. It has not been done yet? 

Dr. Sxrirrer. It is being done, I believe. 

Mr. HtnsHAw. It has not been proved out? 

Dr. SKrrTer. No. 

Mr. HtnsHaw. How long will it take? 

Dr. Sxirrer. I don’t think there is any mystery about it. 

Mr. Hinsuaw. How long will it take to do that? 

Dr. Skirrer. We named a time in our report. I think it is 2 years. It is in 
that order. 

Again it is awfully hard to state those things with certainty. The changes 
we made in circuity for accuracy reasons last summer, we did in a matter of 
a few weeks. 

One could argue why can’t you do the same thing here. It is a question of the 
priority you put on it. I run a place like that myself where we try to do yes- 
terday what the customer wants, and you get to the question of what overriding 
priority you are willing to put on the job. 

Just the matter of getting a contract written these days can consume 6 months. 

So if I say 2 years, somebody else says 1 year, and someone else says 3 years, 
well, we are all being honest. 


In response to questions by Congressman O'Hara, he later went 
into more detail, as follows: 


Mr. O’Hara. Doctor, last week when Dr. Quarles appeared before us, on 
several occasions in his prepared statement and during the course of his testi- 
mony, he spoke of uncertainties in the realm of TACAN development. 

Now, I do not know that that was gone into, but he did indicate that on 
several oceasions that there was a certain amount of uncertainty, perhaps, and 
I am inferring this, in the way of opportunity of experimentation with it, test- 
ing it, and the manufacture of it. Doctor, would you be able to comment as to 
the other uncertainties which you see in TACAN and which have not been fully 
developed and explored so as to compare it with a fairly reliable tested system 
such as the VOR system? 

The reason I ask this question, Doctor, is that some of us on this committee, 
and I suppose all of the committee and everybody who is interested in this, 
are concerned over the reliability. 

If there is uncertainty as to the reliability of the system, we would like to 
know about it. Do you care to comment, or would you prefer not to comment? 

Dr. SkKIFrer. I will try. 

In the reliability area I have already said I believe that there are a fair 
number of things that need to be done. I believe everyone of them is straight- 
forward engineering, things that we are already doing, and I would harilly call 
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it uncertainty any more. It is just work to be done, and, unfortunately, dollars 
to be spent. 

Maybe the two biggest uncertainties are the number of frequency channels 
which has already been mentioned; the fact that you have a somewhat limited 
number of channels and whether or not as a nation we are ready to live with 
that number. 

I do not think anybody is going, within the length of this hearing, to give 
you a satisfactory answer. It requires study that has not yet been done. It 
is underway here and there, but it is not done. , 

Unfortunately I don’t think you are going to get a very good answer on that 
one. 

The other uncertainty, of course, is the actual performance in a lot of miscel- 
laneous installations around the country and a lot of miscellaneous military 
installations. It is alwavs difficult in a case like this, where we are comparing 
a thing like the VOR, where we know essentially everything that is bad about 
it. we have lived with it long enough. 

It is just like when you sell your old car. You know ill the things that are 
wrong with that, but you march in and buy the new one and you say, “Ah, my 
troubles are over.” 

There is some kind of inclination to assume that the new one is not going 
to have any trouble. We are doing a little bit of that in this TACAN business. 
We have done an awfully good job of telling everybody what is wrong with 
VOR beeanse we know. We have been experimenting over the years. We 
know allof them. There are no great surprises left. 

But on TACAN we have relatively little experience so we extrapolate what 
little we have and say, “This is a good system.” 

Honestly, I think it is, but I want to be fair and say when I say it is we have 
not had the long period to find out what is wrong with it as we have with the 
VOR, 

Mr. O'Hara. Doctor, would you care to comment on what might develop in 
the way of difficulty when we have a number of installations of TACAN? What 
do you have in mind you might run into on TACAN as it is developed? 

I realize the answer might be as speculative as my question is. Do you mean 
interference of one with the other? 

Dr. Skrrver. Degraded performance due to terrain situations, some new relia- 
bility problem we have overlooked so far: things like that. 

In other words, our measurements of performance have been limited. You 
tend to choose a fairly decent location when you make an evaluation of this 
kind. You do net go out and pick out the very worst one in the world. 

You know that is going to be bad. So you end up taking a pretty decent one. 
When you come to implement it all over the country we may have some disap- 
pointments to start, but I don't feel alarmed about it. 

Mr. O'Hara. But you still feel, Doctor, as a scientist who has devoted a great 
deal of time to this problem, that you still are willing to put your money on 
TACAN and run the risk that it is going to be better than VOR? 

Dr. Sxirrer. That is one nice thing about being consultant; you don’t have to 
put vour money on either. 

Mr. O'Hara, Let me say, put your life on it. 

Dr. SKIFTER, I am going to answer your question in a negative fashion. I don’t 
see anything seriously wrong with the TACAN system. 


In response to a question by Congressman Dolliver, Dr. Skifter 
explained the difference in accuracy of the two systems, as follows: 


Mr. Douiiver. I wish you would explain why the difference in accuracy between 
the two systems. 

Dr. Skirrer. [ have been trying all night to think of a good analogy on that 
one. The VOR gives you its information by rotating a directional signal around 
itself and in effect letting you count the time from north. 

In other words, if I took a flashlight here and turned it around the room and 
let us say I took 36 seconds to go around this just for the fun of it, and every 
time I went through north I would blow a whistle and you would start your 
stopwatches as I blew the whistle and when I got to you your stopwatch read 
16, you would be at an azimuth of 160°. 

That is, in principle, the VOR. 

Now, the TACAN does the same thing except that it rotates another one around 
much faster and by using one as a vernier upon the other, you attain additional 
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ed the same way as you attain an ‘accuracy from the vernier on a tuning 
al. 

Mr. Hate. Like the hour and minute hand? 

Dr. SKIFTER. Exactly. 

On the face of it, that would give you nine times the accuracy. The reason 
for the nine is that we are spinning the other one nine times as fast. There are 
certain theoretical reasons why that number does not turn out to be nine. 

Mr. Dotttver. In other words, one flashlight goes around nine times while the 
other one is going around once? 

Dr. SKIFTER. Yes. 


In response to a question by the subcommittee chairman, Dr. Skifter 
explored the possibility of developing other systems of navigation for 
aircraft, as follows: 


Mr. Harris. There was some discussion before this committee last week about 
the possibility of finding another band, I believe, in about the 2,000 megacycle 
band or above. There was some thought expressed that if after having oper- 
ated with the VOR/DME, which it was contended was agreed to by all concerned 
a few years ago, a new system such as TACAN were to be developed and adopted 
that we might be faced again within a few years with maybe another system 
and we might find ourselves continuously going around in circles with large 
expenditures required for each new system. 

Can you see any probability such as that another system may yet be developed 
in this new band or frequency in the 2,500 megacycles or above, and, if so, how 
long would it take to develop such a new system? 

Dr. SxirTer. I think one might just as well admit that we are going to go 
through periods like this forever. We are putting increasing demands on our 
air space. We have since about 1940 been always in this situation of having 
traffic a few years ahead of facilities. 

I think that it is certainly to be expected that again in the future we will look 
to something new and better again. I think it is even conceivable, just day- 
dreaming a little bit, that the next system may not be navigation at all. It may 
be complete control of the aircraft. 

Mr. Dotttver. You mean from the ground? 

Dr. Sxirrer. Either. 1 don’t say it has to be from the ground, but I mean 
instead of translating, going through the step of deciding where you are and 
then deciding where you want to go, it is logical in the long run and certainly 
not within 10 to 20 years, that we just short circuit that and decide where we 
want to go and let the equipment figure out the problem, which might be done by 
entirely different types of systems than this. 

It might be done from the ground, or it might be done from the air. 

But I think it is certainly true that there is bound to be a continuous evolution 
in this business, especially insofar as all-weather air operation has become 
so important, both to our civil as well as to our military picture. 

We are going to be willing, if you please, to pay the bill to keep these aircraft 
moving. 

As I said before, we have been more or less continuously in the state of being 
a little bit behind all the time and here on the eastern seaboard I guess you 
might say we are a little bit behind again. 

Mr. Harris. In other words, scientists dealing in electronics can see ahead at 
least far enough to be convinced that there are yet discoveries to be made with 
far-reaching implications for the program? 

Dr. Sxirrer. That is always a safe postulate and even without postulating any 
new discoveries you could devise fancier systems today. But it takes a long 
time to go from the inception of a scheme to complete implementaticn. 

I think your VOR is an extremely good example. That got started before the 
war. It is barely fully implemented today. 

Some 15 years have gone by during which you have said we ought to be able 
to do it in 3 years, but the fact remains we did not and we never seem to be 
able to. 

So even if we set out today to once more start from scratch and dream up a 
system that comes even closer to being what we think we can foresee, we need, 
it would be many years before you had it. 

I think your highway problem in the country is a typical one. Certainly on 
the face of it it is a much simpler problem to plan roads than it is to plan elec 
tronic airways, and still, at least if I can judge by Long Island, we manage to 
be a couple of years behind there all the time. 
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Mr. Harris. Then back to these two systems, as I understand it, it is your opin- 
ion that the VOR-DME system together contains the same reliability as has 
thus far been developed in the TACAN system; is that correct? 

Dr. Sxirrer. No, I believe not. The VOR, having had this many years of de- 
velopment and shake-down usage, is certainly a highly reliable piece of equipment. 

The DME, I would say, is roughly in the same state as TACAN. It has been 
brought to an operational state. I has not been through the experience of 
substantial operation to where the bugs have been thoroughly gotten out of it and 
you can put one in and forget about it, and certainly the TACAN has’ not either. 

But I think you must retain the fact in your mind that the VOR is by now a 
very well shaken down piece of equipment and is doing a reliable job for every- 
body involved. 

I think we must be careful to differentiate between reliability and accuracy. 

Mr. Harris. Will you explain that? Will you explain the difference between 
accuracy and reliability insofar as these operations are concerned? 

Dr. SKIrTer. I used the word “accuracy,” of course, to define the area of uncer- 
tainty about a reading. 

Let us say that you had a folding rule like a carpenter uses and the joints were 
all loose in it, you could stretch it and push it in a half an inch. 

Well, it would be an accuracy then of plus or minus a quarter of an inch 
and you would not know for sure what the measurement was, depending how 
far you pulled it apart or pushed it together. That is accuracy. 

If I had similarly such a rule that was always falling apart on me in one of the 
joints, that is reliability. 


The question of the relative costs of VOR-DME and TACAN air- 
borne equipment also was gone into by the subcommittee. On that 
point, the following testimony by Dr. Skifter will be of interest: 


Dr. SkrrTer. I see no reason, honestly, after proper time passes and people get 
time to figure out the short cuts, why the total TACAN airborne equipment 
should be significantly different in price from the total common system, That 
is VOR and DME combination. There are essentially the same techniques mn 
there. 

Mr. Harris. Doctor, we cannot afford to remain in this state of uncertainty 
for a period of 2 or 3 years, can we? 

Dr. Skrrrek. Uncertainty as to whether or not we are going to implement 
TACAN? 

Mr. Harris. What we are going to do. 

Dr. Sxrerer. Yes; I certainly agree with you. Again we are late. 

Mr. HinsHaw. I am concerned that the private pilot shall have navigational 
aids, too, because he just can’t be flying around in the air with no navigational 
aids and if the cost of private flying is put so high that one cannot afford to 
buy the airplane and the necessary navigational equipment, then the private 
fiver is going to be grounded except in VFR conditions. 

Dr. SKirrer. May I comment? 

Mr. HinsHaw. Yes; I ask your comment. 

Dr. Sxrrter. As I said before, I am in no way defending any decisions that 
have been made, but I am freely stating my opinions, 

First of all, it is not proposed by anyone, I believe, to turn off the VOR. 

Mr. HinsHaw. No; not for 10 years; that is true. And the VOR is only half 
of the system. It is all right to navigate by in cross-country flight until you get 
into the area of landing. Then if you have proper landing aids you can land a 
small plane equipped with VOR. But if you do not have landing aids, you can- 
not land. Is not that true? 

Dr. Skrever. Yes; it is true. 

The point I want to make is that it is the VOR that is the cheap portion. 
The DME is expensive, too. Whether it is DME or whether it is TACAN, I 
do not really believe in the long run there is going to be any great difference in 
the cost of the two, because they are both pulsed L-band distance-measuring 
Systems, and they are complex and they are expensive. 

And, strictly commenting, it would be my guess that if Mr. Riddle can make 
: pews omnicombination for $1,400, in the long run he can also make a TACAN 
or that. 

But he cannot do it today. 

Mr. HINSHAW. It seems to me that this is entirely too much speculation, all 
this speculation as to what we can do. 
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There is no certainty as to what the DME can be produced for, I gather, for a 
small plane, and accordingly a corresponding civil pilot. 

We are going to be called upon to furnish a system of navigation for those 
people. We had better be at it pretty soon, had we not? 

Dr. SKIFTER. We are late. 

Mr. HinsHaw. As for the military system, of course the military can do what. 
ever it pleases as long as it does not cross up the general civil traffic. 

But on the private flyer end of it, and on the civil flyer, we have to be doing 
something and doing it fast, have we not? 

Dr. Skirrer. I am not sure, I think the CAA will tell you categorically we 
have to be doing something fast on the eastern seaboard. And such information 
as I have seen certainly makes me believe that also. 

Whether it is a problem throughout the rest of the country, I do not know. 

Mr. HinsHAw. You can speak of the eastern seaboard coming from Long Island, 
but I can assure you there are similar problems on the western seaboard. 


Implications of irregularities in the handling of funds In con- 
nection with the development of TACAN have been made to Members 
of Congress and in statements given the press. 

One of the most active of the critics is Mr. Max Karant, assistant 
general manager, Aircraft Owners & Pilots Association. He was 
a member of the VORTAC Committee. In a letter to Mr. Arnoli, 
Chairman of the VORTAC Committee, he stated, in part: 


The decision thus appears to rest on whether or not the sheer weight and power 
of the military will decide this matter, without regard for the facts or cost 
It is AOPA’s earnest hope that somewhere in the higher Government levels that 
will have to make the final decision a fair and impartial evaluation will be made. 
At the same time we recognize the gravity of this decision. Whichever way it 
goes, it is going to cost the American people vast sums of wasted money. 

This fact alone, AOPA feels, warrants the closest possible scrutiny of this 
entire controversy by the highest Government authorities. It is AOPA’s opinion 
that this costly controversy never would have come about had not some branches 
of the Armed Forces improperly and perhaps illegally committed tremendous 
sums of money for a system of radio navigation that was—and still is—highly 
speculative. 

Mr. Karant was invited to sit through the hearings as a representa. 
tive of an important segment of users of the air space. He testified 
at length in an open session of the committee, but presented no evidence 
to substantiate the implication that any irregularities existed in the 
use of funds for TACAN development. 

The following excerpt from his testimony touches on this point: 


Mr. Wittiams. Mr. Karant, I have heard quite a bit of gossip in connection 
with this controversy over the possibility of something illegal or irregular being 
involved in it. That is about as close as I can come to nailing it down. 

I have heard furthe~ that if anyone could pinpoint any irregularity or illegality 
in this, it would be you. Do you have any such information? 

Mr. Karanv. No, sir. If you will read my letter, the letter’ I addressed to 
General Arnold as chairman of the VORTAC committee, I was concerned with 
everything that happened in the VORTAC committee to the extent that I felt 
that somebody had best look into this whole matter, and that somebody, in ms 
opinion, was: Congress. 

I said—I forget what the specific language was—I said it looked that way to 
me; it was only a personal opinion, and I hoped somebody would look at it with 
that in mind, but in my opinion it would have to be Congress. 

Mr. WiLuraMs. Mr. Karant, have you seen TACAN in operation? 

Mr. Karant. Yes, sir; I was at Atlantic City, too. 

Mr. Harris. Mr. Hinshaw. 

Mr. HinsHaw. Now, let us get back to this scandal thing. I think if there is 
any scandal in it we had better find out. You say, “Some of the people we 
talked with knew fuli well that TACAN was a scandal.” 
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Who were the people you talked with that thought TACAN was a scandal? 
Mr. Karant. Well, so far as names are concerned, I cannot give you those. 
Mr. HinsHaw. Why not? 

Mr. Karant. Because this involved discussion with people privately, but they 
were with companies that were familiar with this problem, and they were scared 
to death to even talk to me about it because of the highly classified nature and 
the fact that anything they said would tend to get them in trouble. 

Mr. HinsHaw. Mr. Karant, let us be sensible about the thing. You say that 
the Congress should look into it. What better place can the ‘Congress start 
to look into it than to the one man who comes up here and says that there ig 
scandal involved or that other people said that there was scandal involved? 

Mr. KaranT. I think the most accurate way I can say that it simply to say that 
what I said in my original letter to General Arnold is really what I mean to say, 
and that is that I have strong feelings that there is this involved. To what 
extent, I cannot answer you. I don’t know. 

But having seen what I saw, for example, about the allocation of contracts 
for this equipment and the fact that the equipment seems to have grave defi- 
ciencies in it at the same time, this all by itself, in my opinion, and based on my 
knowledge, is not proper for the military to allocate contracts for equipment that 
does not work or has not been proved. 

Mr. HinsHaw. Can you point out any particular contract, any particular equip- 
ment, or any particular set of circumstances surrounding such contract or equip- 
ment which could be said to be scandalous in any degree? 

Mr. Karanrt. Only to this extent, and that is actually the reason we are meeting 
here today, when we found out what the system was, how far gone it was, so far 
as commitments were concerned—— 

Mr. HinsHaw. When you say “we,” whom do you mean? 

Mr. Karant. The VORTAC committee, my participation in the VORTAO 
committee. 

I found that we were not discussing two systems that were on an equal basis, 
Particularly we found that, first, that there was this system that had already 
been put into development, that funds had been committed for it, and that the 
consulfants told us that the equipment needed considerable reengineering before 
it conld work property. 

This despite the fact that the funds had been committed to a rather substantial 
extent. 

Mr. HinsHaw. I have here a list of all the contracts that have been let on this 
subject. I suppose you have seen that list as well, have you not? 

Mr. Karant. Yes, I have seen it. The classified list, of course, I cannot dis- 
cuss, but a detailed list was given to another House committee in a public hearing. 

Mr. Hinsuaw. Well, I have that list here. 

Mr. Karant. Yes, sir. 

Mr. HtnsHaw. Can you, or will you, point out any of these contracts that you 
think this committee should look into specifically to find out what you refer to as 
scandal? 

Mr. Karant. Not specific contracts. My feeling has to do with the entire 
system, how the entire system was brought about and how we were suddenly 
faced with this thing which proposes to knock out what we have today. 

No, I would not imply that any specifie contractor had done anything wrong; 
no, sir. 
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The subcommittee feels that the hearings did much to clarify the 
situation. In the end, it would seem that the principals are not as far 
apart as would seem. 

The following excerpts from the testimony given by Mr. Max 
Karant is of interest in that connection: 


Mr. Karant. I raise what I believe to be a serious question, a serious question 
that has to do with the entire future of our air navigation facilities, what we 
call the common system. 

Mr. Harris. I do not question that for one moment. You raise these ques- 
tions, what you believe to be a fact from your standpoint. That is what I am 
bringing to your attention. You believe in it. 

I believe you are honest and sincere about it, but are you willing to put your 
own belief from your background of experience against the military, those in the 
field of electronics and those scientists in this field, as to what is best for the 
future of your country, including both civilian and military? 
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i Mr. Karant. No, sir. 

or ered You have said here that the VOR/DME equipment can be trans- 
por 

Mr. Karant. Yes, sir. 

Mr. Harris. You gave one experience of what happened up at Westover. 

Mr. Karanrt. Yes, sir. 

Mr. Hargis. Can that equipment be placed on an aircraft carrier and used 
successfully ? 

Mr. Karant. I am not qualified to answer that. I don’t know. The only 
place we could get that information, of course, was in VORTAC committee. 

Mr. Harris. You sat in these hearings that we held in the other committee 
room and one in this one, and you heard all the testimony. 

Mr. Karant. Yes, sir. 

Mr. Harris. Now, you heard one after another come up and testify that the 
reason something had to be done is because this kind of system has been de. 
veloped whereby it could be used out in the far Pacific or anywhere else at sea. 

Mr. Karanr. Yes, sir. 

Mr. Harris. You heard them say that the other equipment could not be installed 
on board an aircraft carrier; is that right? 

Mr. Karant, That is right. 

Mr. Harris. Then do you accept that? 

Mr. Karant. Oh, yes; I accept the Navy’s statement for that. 

Mr. Harris. Well, during the course of these hearings, then, do you not recall 
that out of the experience in Korea where they were operating from aircraft 
earriers the need for this TACAN system developed? 

Mr. Karant. Well, I have no personal knowledge of that. They said it did. 

Mr. Harris. You heard them and you say you do not question it. 

Mr. Karant. Yes, sir. 

Mr. Harris. Now, you say that you are interested in the future security of our 
country. 

Mr. KARANT. Yes, sir. 

Mr. Harris. You have made these allegations here, but at the same time you 
now say that, so far as you know, the Navy is right; they cannot install these 
VOR/DME systems at sea on a ship, but they can the TACAN system. 

Mr. KARANT. I am simply blindly taking what they said; yes, sir. 

Mr. Harris. Well, I am, too, and I do not think that the Appropriations Com- 
mittee of the House would have appropriated $175 million for the development 
of this type system to be utilized as they have utilized it unless they were con- 
vinced that it was so. 

Mr. Karant. Well, Mr. Chairman, it is rather evident to me that I have not 
made myself clear. I do not object to TACAN as a system, I don’t think any- 
body involved objects to TACAN as a system. 

We would be facing this problem that we speak of now even if TACAN existed 
as a 100-percent perfect system today; we still would have this problem and 
that problem is that a common system for better or for worse has been put in 
and paid for. It is about 90 percent in and being used. 

All of a sudden from out behinds wraps comes this new thing. 
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' Mr. Karant. The position that the CAA has taken which we support, is 
that TACAN should and must be developed by the military until such time as 
it will reach a stage where it can be incorporated in the common system. We 
agreed with that. 

Mr. Harris. You aree to that? 

Mr. Karant. Yes. 

Mr. Harris. Now we are getting somewhere. 

Mr. Karant. We did agree all along. Our position was always that. Our 
objection was solely one in which a secret system suddenly burst out in the 
open and threatened to destroy the system we now have. 

Mr. Harris. Let us see if that is altogether correct and we can reach a meet- 
ing of the minds here. 

The record says that the VOR will be maintained until 1965 at least. 

Mr. KaArant. Yes, sir. 

Mr. Harris. Now, the SC-81 report originally said that by 1962 and 1964 it 
is going to be obsolescent. 

Mr. Karant. Yes. 

Mr. Harris. The ANDB agreement went beyond that period of time and 
says that we will have VOR until 1965 or until we get another system, which 
may be 10 years longer. 
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Someone said, I believe, during the course of these hearings, that it was a 
fact that when once you installed the system it is never taken out. I guess 
that is the way things have worked; is that not right? 

Mr. KarRantT. Well, they have taken out a few things here and there. I 
would not agree that once the system is installed you never take it out. 


Mr. Harris. We still have the old four-course range. That was the first 
radio system, was it not? 
Mr. KaRant. Yes. 


Mr. Witt1ams. What navigation system, once in use in aviation, has ever been 
eliminated or abandoned? 

Mr. KaraAnt. Radio aids, probably none. 

Mr. HInsHAW. Not even the light system has been removed. 


Mr. Hargis. May I proceed here. I think we are about to reach an agreement 
here, or meeting of the minds. 


You seem to say now, as I understand, or probably have said all during the 
course of your testimony, that the only thing you object to is the fact that you 
had not known of this development which threatened to kick out something 
immediately, but if brought in gradually over a long period of time to reach 
this common system you would be agreeable to it. 

Mr. Karant. That is the letter we wrote in the first place. 

Mr. Harris. Then if we could bring about a meeting of the mind here whereby 
by some date down in the future one system or another will finally be developed, 
then you and your organization would go right along with it? 

Mr. KArant. Yes, sir; we would participate in that. 

Mr. Harris. If it is 1962, or 1964, or 1965? 

Mr. Karant, Yes. 

Mr. Harris. If it develops in the course of time that VOR/DME as it is now, 
or as it will be improved, is the method, then all right. 

Mr. Karant. Absolutely. 

Mr. Harris. If TACAN or some other system has been developed and the 
best method, then you would go along with that? 

Mr. KAarAnt. We always did. 

Mr. Harris. That is very good. 


TESTIMONY 


Inasmuch as testimony of Department of Defense witnesses was 
interspersed with classified military information, it will be impossible 
to print all of the record of the subcommittee hearings. However, the 
testimony of a classified nature generally dealt with technical matters 
of little general interest. 

It is desired, however, to make available pertinent testimony of an 
unclassified nature which formed the basis of the subcommittee’s find- 
ings and recommendations. This will be done in an appendix. — 

Appendix A is an announcement made by the Air Coordinating 
Committee subsequent to the start of the subcommittee hearings. 

Appendix B is a letter addressed by Mr. Max Karant, a member of 
the VORTAC committee, to Mr. Milton W. Arnold, chairman of the 
VORTAC committee, and included in the final, unclassified version 
of the VORTAC committee report. 

Appendix C is a statement by Mr. Cole H. Morrow, a member of 
the VORTAC committee, made on behalf of the National Business 
Aircraft Association, and published in the VORTAC committee 
report. : 

Appendix D is a statement made by Hon. Donald A. Quarles, Assist- 
ant Secretary of Defense (Research and Development), made to the 
subcommittee on March 10, 1955. ‘ 

wd ary E is a statement made by Mr. Milton W. Arnold, vice 


ent, operations and engineering, Air Transport Association, 


oresit 
efore the subcommittee on March 25, 1955. 
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APPENDIX A 
Arr Coorprnatinc Commirrre ProcRaM 


The Air Coordinating Committee on April 20, 1955, issued the 
following announcement: 


The following program has been unanimously agreed to by the interested 
Federal agencies in the Air Coordinating Committee, it was announced today 
by Chairman Louis 8. Rothschild, Under Secretary of Commerce for Trans- 
portation: 


Unirep States NATIONAL ProGRaM ON Exvectrronic SHort Distance 
NAVIGATION SYSTEMS 


In view of the Military’s planned implementation of a tactical system, the 
divergence between the common civil military nontactical system and the tactical 
military system becomes obvious. Thus, a course of action must be devised 
which will minimize disruption to all aviation interests during this divergence, 
and arrive, to the extent possible, at a common civil-military system of navigation 
which provides for civil-military nontactical, as well as basic tactical operations. 
Appropriately, a statement of agreed program of the executive branch of the 
Government in regard to the implementation, development, and international 
plans of the United States for the short distance navigation system, is set forth 
as follows: 

I. THE DOMESTIC PROGRAM 


A. Interim military tactical program 

1. The military will proceed immediately to implement the minimum amount of 
TACAN necessary to meet military tactical requirements. These installations 
must avoid interference with the Radar Safety Beacon and DME, 

2. The proposed use of TACAN must be coordinated through the ACC agencies, 
and aireraft flights based on the system must be capable of being integrated into 
the operation of the Federal airways to minimize operational conflicts. Imple- 
mentation of TACAN will be in accordance with policy to be developed by ACC. 


B. The common system program 

1. The CAA continue the VOR/DME system, as hereinafter provided, until some 
succeeding common system has been adopted and installed on the Federal airways 
system. During the transition period, when a succeeding common system is 
being installed, priorities in frequencies or other areas of conflict shall be given 
to the succeeding system. 

2. The agencies of the Government responsible for the implementation or 
operation of any phase or phases of the present or a future common system 
program will consult with other interested agencies through the Air Coordinating 
Committee in the discharge of these responsibilities. Any implementation cf 
DME will be carried out only in proper priority relationship to the other needed 
improvements in the system. 

8. Based on information now available, if TACAN is adopted for use in the 
succeeding common system, it is estimated that under such a program, VOR 
will be continued until 1965 and that DME will be continued until 1960. 


C. Common system development program 

1. Presently undetermined factors.—As a matter of first priority, the ANDB 
should study the following items and report and recommend to the ACC: 

(a) The actual number of noninterfering channels which are available te 
TACAN. 


26 


te, eet gem a ee | ee i 


“se Ff © 4 


on al 


Rew oad 





AIR NAVIGATION AND TRAFFIC CONTROL 


(b) The number of TACAN channels required— 
(1) For the common civil-military system; 
(2) For the interim tactical system. 

(c) The relationship of TACAN to the continental air defense plans. 

2. Development of TACAN for possible common system applications.—Con- 
currently and also as a matter of first priority, the ANDB should immediately 
plan and direct a program to complete the development of ‘TACAN for possible 
common system use. The ACC should be kept closely advised and will consider 
the problem of adoption of TACAN as the common system element as soon as 
technical progress warrants this action. 

$8. Studies to determine technical feasibility of an alternate rho-theta system.— 
At the same time, but as a matter of second priority relative to items 1 and 2 
above, ANDB should conduct studies to determine the feasibility of developing 
a third rho-theta system which would meet all of the stated common system 
requirements. This alternate system could include portions of TACAN, DME, 
or any other rho-theta technique; the important factor being its capability to 
meet the stated common system requirements. The results of this study should 
be reported to the ACC, which will consider them in the light of the results of 
items 1 and 2 above. 

4. As an item of third priority, the ANDB should determine the feasthility of— 

(a) Improving low altitude coverage and minimizing site preparation of the 
VOR/DME. 

(b) Coaxial colocation of the VOR and TACAN antennas and of the VOR/DMB 
and ‘TACAN antennas. 


(c) Converting civil DME ground equipment to serve as low powered TACAN 
terminal facilities. 


Il. THE INTERNATIONAL PROGRAM 


The United States will, consistent with past practice, keep the member states 
of ICAO fully advised as to the progress of development, and the possibilities 
of future short range air navigation aids systems. The United States is con- 
tinuing extensite research and development on short-range aids. One of the 
aids under consideration is TACAN ; therefore, ICAO will be provided as soon as 
possible with as complete information as possible on the technical and opera- 
tional characteristics of TACAN, with comments to the following effect: 

A. The United States has undertaken elaborate evaluation tests of TACAN 
with the view to investigating its suitability to replace VOR/DME as the short 
distance aid component of the common system. Information on significant results 
of this study will be sent to ICAO as it becomes available. 

B. Should the results of the study reveal clear and substantial advantages of 
TACAN over VOR/DME, the United States will propose that the members of 
ICAO consider substituting TACAN for VOR/DME in the appropriate ICAO 
standards. 

C. In any event, the United States plans to continue VOR service at its inter- 
national airports at least until 1965. However, if the United States decides 
to adopt TACAN as the short-distance aid to air navigation, it may not be able 
to continue DME service at its international airports beyond 1960. 

D. The United States will cooperate with ICAO or any member state of ICAO 
in such studies as may be undertaken in connection with TACAN, 


THE AIR COORDINATING COMMITTEE 


Louis 8. Rothschild, Under Secretary of Commerce for Transportation, chair- 
man 

Chan Gurney, member, Civil Aeronautics Board, vice chairman 
Samuel C. Waugh, Assistant Secretary of State for Economie Affairs 
George H. Roderick, Assistant Secretary of the Army 

James H. Smith, Jr., Assistant Secretary of Navy for Air 

Roger Lewis, Assistant Secretary of the Air Force 

H. Chapman Rose, Assistant Secretary of Treasury 

E. George Siedle, Assistant Postmaster General 

Robert E. Lee, Commissioner, Federal Communications Commission 
J. Weldon Jones, economic adviser, Budget Bureau (nonvoting) 


Alvin B. Barber, consultant for transportation, Office of Defense Mobilization 
(nonvoting) 
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APPENDIX B 


The following letter from Mr. Max Karant outlines the position 
of the Aircraft Owners and Pilots Asswetation: 


AIRCRAMT OWNPhA ANG PLO ASaICLATION, 
Washingiag., D. ot, Beoemher fo, 1254, 

Brig. Gen. M. W. ARNOLD, 

Chairman, Advisory Committee No. 1, Air Navigation Development Boerd, 

Washington, D. C. 

~~Dexsr GENERAL ArRNnotp: AOPA generally supports the position taken by the 
CAA in the VOR/DME-TACAN dispute. This letter is intended to amplify 
AOPA’s position. 

It should be clearly understood from the outset that AOPA participated in the 
VORTAC committee in good faith, and that we devoted all the time and effort 
that was required in an effort to assure the fairest possible decision. It was 
quickly apparent to us, however, that a fair and factual decision would be 
impossible to reach, and we repeatedly made that point throughout the VORTAC 
deliberations. This was due entirely to the fact that the Air Force, Navy, and 
Army participated in VORTAC from the very beginning on this basis: 

1. TACAN is firmly and irretrievably committed for military adoption, and on 
a tremendous and costly scale. 

2. Civil aviation and the common system can do nothing to change this fact, 
Further, civil aviation had best “get on the bandwagon” and agree to the adop- 
tion of TACAN and the ultimate replacement of VOR/DME. Failure to do this 
among ourselves, we were told, could only and inevitably result in Congress 
forcing us to do so. In this latter eventuality, the military pointed out, Congress 
presumably will refuse to finance two separate systems, and will automatically 
insist without question that the military position is the right position, and hence 
civil aviation will be forced to comply. 

Essentially, this is the atmosphere that quickly became apparent in the 
VORTAC committee. All the discussions and studies within the committee were 
predicated on that immovable foundation, It was for that reason that AOPA 
felt from the beginning that the VORTAC committee could actually accomplish 
little. 

AOPA’s original understanding was that VORTAC would operate on a fair, 
impartial, and equal basis. We felt that both VOR/DME and TACAN would 
be studied on a fair and equal basis, and that the facts gained from such a study 
would be the sole basis on which the ultimate decision of whether VOR/DME 
or TACAN would best fit the common system would be made. This proved to 
be untrue. 

In AOPA’s opinion, the only thing within VORTAC that could have changed 
the military position one iota would have been a flat, unequivocal condemnation 
of TACAN by the technical consultants. That such condemnation was not 
forthcoming in connection with either VOR/DME or TACAN is simply proof 
that the consultants did a thorough and expert job, as no reasonable navigational 
system—even one as sketchily developed as TACAN—would be branded as being 
wholly bad by such men. 

Everyone quickly read into the consultants’ findings what they wished. The 
military contend the report endorses TACAN, with a few cleaning-up details. 
The CAA feels otherwise. AOPA feels the consultants’ report makes it quite 
clear that TACAN, after the expenditure of many millions of dollars, still 
cannot even approach the present-day performance of the VOR/DME system 
already in being. That TACAN can ever surpass the performance of VOR/DME 
in actual operation is clearly a matter of speculation. In addition, TACAN 
already has at least one grave common system deficiency in that it offers no 
voice communication facility. 

AOPA feels strongly that the consultants’ report adds up to a situation that 
points to such grave deficiencies in TACAN that the solution of these problems 
is actually a matter of speculation. Many unexpected thousands of dollars even 
had to be spent by the consultants during their investigations for the sole 
purpose of bringing the basic TACAN system to a point where they could reliably 
measure it. Based on data presented to the VORTAC committee we are con- 
vinced that many millions of additional dollars will have to be spent in an 
effort to make TACAN meet performance standards which the military had 
already claimed for it, but could not demonstrate, 
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AOPA is seriously concerned with the fact that the VORTAC committee proved 
to be little more than a sounding board for the fixed, unequivocal military 
position. At no time was it a fair and impartial deliberation, with everyone 
facing the facts and acting upon them with no predetermined position. 

Assuming as we must that the mere existence and daily operation throughout 
the United States of the VOR/DME system indicates that that system is right— 
at least in the eyes of the taxpayers and Congress, who appropriated the money 
needed to bring the system into being—the atmosphere in the VORTAC meet- 
ings was simply one based on the theory that might makes right. With the 
armed services lined up solidly in a determined position to force TACAN into 
being, all civil aviation was faced with the flat military position that the 
Armed Forces are dedicated solely to the purpose of ultimately replacing 
VOR/DME with TACAN. And AOPA disagrees sharply with the contention 
of the military that their TACAN program will not spell the end of VOR, and 
that only DME will suffer immediately. AOPA is firmly convinced that the 
program proposed by the military will, if adopted, immediately and automa- 
tically spell the end of not only DME but VOR as well. The only difference will 
be that the end of VOR will be more gradual. Other than that, however, it is 
AOPA’s contention that VOR would immediately become the secondary system 
in the eyes of Congress and the Bureau of the Budget, and that every effort 
would immediately turn to tapering off VOR and concentrating further expendi- 
tures for navigational aids to TACAN. Actually, this is precisely the fate that 
has befallen the L/MF four-course radio ranges today. None but the most vital 
expenditures for these low-frequency ranges is approved any longer. 

The decision thus appears to rest on whether or not the sheer weight and power 
of the military will decide this matter, without regard for the facts or cost. It 
is AOPA’s earnest hope that, somewhere in the higher Government levels that 
will have to make the final decision, a fair and impartial evaluation will be 
made. At the same time we recognize the gravity of this decision. Whichever 
way it goes, it is going to cost the American people vast sums of wasted money. 

This fact alone, AOPA feels, warrants the closest possible scrutiny of this 
entire controversy by the highest Government authorities. It is AOPA’s opinion 
that this costly controversy never would have come about had not some branches 
of the Armed Forces improperly and perhaps illegally committed tremendous 
sums of money for a system of radio navigation that was—and still is—highly 
speculative. 

AOPA also is concerned with the fact that these commitments were made 
during a period when these same branches of the Armed Forces were committed 
to the common system, the system which Congress approved. 

Meanwhile, it is apparent to AOPA that one of the most important reasons 
civil aviation has been forced into this controversy is the fact that the current 
blueprint for the common system indicates that the system must meet the 
tactical requirements of the military. The primary justification for forcing 
TACAN into the common system is its claimed ability to enable fighters to attain 
a higher percentage of successful inerceptions of unknown aircraft, and the 
ability of TACAN to serve carrier-based Navy aircraft at sea. AOPA attaches 
the greatest importance to these requirements as tactical military necessities. 
But AOPA also questions the wisdom of attempting to force all civil air commerce 
to accept such exclusively military considerations as the overriding justification 
for destroying a substantial, costly part of the existing common system. If we 
continue to abide by such a policy, doggedly and without reevaluation, where will 
this lead us? Must civil aviation soon prepare to convert to still another system, 
this time required to operate pilotless guided missiles in the airspace? 

AOPA feels this TACAN controversy itself may well serve as the basis for the 
first major change in the common system concept since it was conceived by CS-31. 
The all-important reasons for pushing TACAN are purely military. AOPA feels 
the time has come for a sharp delineation between tactical military requirements, 
a the continuation, development, and expansion of civil aviation in the United 

tates. 

AOPA urges the fullest public disclosure of the facts that led to this controversy. 
We feel the public must have the facts behind any controversy which involves a 
total expenditure of Government funds of more than a half-billion dollars. 

Sincerely, 
Max Karant, 
Assistant General Manager. — 








UNIVERSITY OF MICHIGAN LIBRARIES 


80 AIR NAVIGATION AND TRAFFIC CONTROL 


APPENDIX C 


The following statement outlines the position of the National Busi- 
ness Aircraft Association: 


NBAA PositIonN—VORTAC CoMMITTEE 
I 


As a matter of record, NBAA concurs in general and votes to support the posi- 
tion and report of the CAA on the VORTAC committee. The purpose of this 
report is to substantiate and amplify the position taken by NBAA, 


II. OBJECTIVES AND RESPONSIBILITIES 


The terms of reference set forth by the Air Navigation Development Board 
in establishing Special Advisory Committee No. 1, hereinafter referred to as 
the VORTAC committee, read as follows: 

“Assemble and analyze factual information to determine the extent to which 
the VOR/DME and TACAN systems meet, or can be made capable of meeting, 
the technical and operational aspects of military requirements and common 
system requirements.” 

It will be noted that the ANDB specifically separates military requirements 
and common system requirements. This differentiation is quite proper, since it 
is in accordance with the original concept of the common system as set forth in 
SC-31 report and subsequently followed by all properly established committees 
as accepted terms of reference to the common system; that is, that there would 
be tactical military requirements which the common system could not, and 
would not, be expected to meet. 


Ill, CONCLUSION 


NBAA has Very carefully studied and analyzed all of.the facts and information 
available to the VORTAC committee, and our final conclusion is that neither 
VOR/DME nor TACAN meet the operational requirements as set forth in the 
Air Navigation and Traffic Control Panel Report, No. ACC-59-58B, “Statement 
of Common System Operational Requirements for Short Distance Navigation 
System.” It is our conclusion that VOR/DME does meet the operational re- 
quirements of the common system if certain clearly tactical specifications of the 
military are relieved. 

NBAA does not believe that it is to the best interest of national defense to 
link tactical operations to common or public navigation systems. For example, 
it seems inconceivable that the Navy would want to establish on board an air- 
craft carrier the same kind of surface navigation station as used in the common 
system, since this would make it possible for any enemy aircraft using com- 
mercially available equipment, even manufactured by ourselves, to accurately 
navigate directly to that carrier. Conversely, if tactical requirements are to be 
arbitrarily imposed upon the civil users by the military, as they are trying to 
do in this case, then it would be just as logical to require every civil aircraft to 
equip itself with navigation equipment and devices which are peculiar to meet 
the operational requirements of launching and navigating guided missiles to 
their targets. 

IV. RECOMMENDATIONS 


1. Continue to improve and expand, as necessary, the present VOR/DME 
system. 

2. In accordance with the original common system plan, develop a 1,000-mega- 
cycle CW omni system which not only can be utilized with the present DME but 
which also is compatible with the other devices operating in the same frequency 
band. This system should have shipboard operating capabilities and be designed 
in such a manner as to meet all other present common system operational re 
quirements. We do not believe that the development of this system would 
involve any appreciable delay over the TACAN system, so far as availability is 
concerned, since at least 3 years more of engineering development work would 
still be required on TACAN. Also, in view of the experience and research know- 
how developed in the past few years, this system could be developed with a mini- 
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mum of delay and technical problems. The implementation of this system could 
be undertaken without any interference, confusion, or interruption to the opera- 
tion of the common system. 

8. Development work by the ANDB should be undertaken for the development 
of the ultimate navigation system of the common system in the 2,500- and 5,000- 
megacycle range, whichever seems most appropriate. The state of the art and 
electronics engineering research work that has been done to date indicates that 
the ultimate requirements of the common system will have to be met in a higher 
frequency band than the present 1,000-megacycle band. Both the 2,500- and 5,000- 
megacycle frequency bands have been set aside for aviation navigation aid 
operational uses. Since some research and development work has already been 
done in the 5,000-megacycle range, it would probably be more advisable to work 
in this frequency band. 

4. Consideration of TACAN as the common system component should be aban- 
doned. Any military uses of TACAN for tactical purposes in the ZI should be 
limited to those frequency channels which do not interfere with the operation of 
the present common system. Implementation of any TACAN stations should be 
coordinated with the Federal airways to assure that interference is not 
encountered. 

5. In the future, all development work by all users of the airspace should be 
coordinated through the ANDB, in order that a repetition of the TACAN situation 
with its colossal waste of the taxpayers’ money can be avoided. 


v 


NBAA is opposed to the adoption of TACAN as the primary short distance 
navigation component of the common system for the following reasons: 

1. General.—l'rom the outset, the development of TACAN has been carried on 
with the full knowledge that it was incompatible with the officially established 
common system. This development work has been carried on surreptitiously and 
in spite of the fact that the military agency sponsoring its development had 
agreed to and accepted the present common system in properly established com- 
mittees which coordinated the development of the common system. We are 
astounded at the millions of dollars that have already been expended on develop- 
ment of TACAN under these circumstances. Furthermore, we are also amazed 
that so much money and time could have been expended on anything and the 
state of development of the device to be so far from completion. 

2. TACAN is not developed.—According to the consultants’ report, at least 3 
more years would be required to complete the necessary development work on 
TACAN. TACAN is so poorly developed at this time that it was necessary for 
the consultants to spend a considerable amount of money and time in making 
modifications before the TACAN units were usable in their tests. The delay 
due to making these modifications set back this committee’s report at least 6 
months. 

3. TACAN equipments are unreliable—This is a direct quotation from the 
consultants’ report. In discussions with the VORTAC committee, the consultants 
stated that at the outset of their tests they were astounded at the lack of 
performance and poor reliability of TACAN equipments. 

NBAA submits that reliability is the first and compelling requirement of any 
common system equipments, All other operational requirements are secondary. 

4. TACAN does not provide voice communications.—This is an essential re- 
quirement of the civil users of the common system, and TACAN cannot be made 
capable of meeting this requirement. 

5. TACAN does not provide instrument landing system capability —This also 
is an essential operational requirement of the civil users of the common system. 
The adoption of TACAN as the common system equipment would merely mean 
that in a complete and operationally usable civil airplane the TACAN equipment 
would be in addition to all of the equipment presently required. 

6. Weight and size.—Since TACAN does not provide all of the operational 
capabilities as does VOR/DME, such as voice communications and ILS fune- 
tions mentioned above, the size and weight of the two systems cannot be prop- 
erly compared. Collins Radio Co. has estimated that the distance portion only 
of TACAN would be twice as large as present DME units and would weigh 
55 pounds compared to 29.9 pounds for current production DME’s. It is rea- 
sonable that the same ratios of size and weight would apply to the azimuth 
portion of TACAN as compared to civil VOR receiver units. 
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7. TACAN ground stations require attended operation.—The complexity and 
unreliability of TACAN ground installations require a fulltime operating tech- 
nician on duty. On the basis of the number of presently established VOR sta- 
tions in the United States, the manpower requirement for an equivalent number 
of TACAN stations would be approximately 2,000 technicians. There have 
been “promises” by the military proponents of TACAN that unattended ground 
station operation could be obtained, but there is no factual information to indi- 
cate that this is possible. 

8 TACAN units would be too costly for civil users.—Due to the complexity and 
size of the TACAN equipment, NBAA does not believe that airborne units could 
be produced and sold at a price which the civil users could afford to pay. The 
only factual information available so far has been an estimate by the Collins 
Radio Co. that the distance portion only of TACAN could be produced for ap- 
proximately $4,000, net cost, in lots of 1,000 units. This would be in addition 
to a tooling cost of over $500,000. This compares with the present net produc- 
tion cost of $2,569 for civil DME by Narco in lots of 100 units and without any 
MInilitary assistance. Since these are net production costs, it is reasonable to 
assume that selling prices for TACAN units, due to the retail dealer markup re- 
guired, would be at least double the present selling prices of DME’s. Also, it 
is reasonable that the azimuth portions of TACAN would likewise cost at least 
double or more than present VOR equipments. 

9. TACAN does not have adequate coverage.—The power output on TACAN 
units as presently developed is not adequate to provide the spatial coverage 
as set forth in the operational requirements of the common system. Such an 
increase in power obviously will mean increased cost and increased size and 
weight of unit. 

10. TACAN interferes with other devices besides DME.—TACAN would inter- 
fere frequencywise with other devices which are already in use by the military. 
Since DME does not use the entire available frequency band, it is possible to 
operate these other devices in the same frequency range without interference. 
There seems to have been some misconception that only DME and TACAN were 
incompatible. 

11. TACAN has an error characteristic inherent in the design.—The use of a 
nine-lobe signal in TACAN makes it possible for the equipment to “jump sectors.” 
This phenomona has been observed in the tests conducted so far. The consultants 
have stated that there does not appear to be any practical method of monitoring 
the airborne equipment so as to signal the pilot when this malfunction occurs. 
NBAA submits that this “sector jumping” characteristic more than offsets the 
potentially higher accuracy of the nine-lobe signal of TACAN over the single 
lobe system of VOR. 

VI 


NBAA endorses the continuation of VOR/DME as the primary navigation aid 
components of the common system for the following reasons: 

1. General_—The common system has been developed in a proper and orderly 
manner, and thoroughly coordinated with all users of the airspace, and it has 
been adopted and accepted by all users of the airspace including the military 
agencies now advocating TACAN. There has been no new facts of sufficient im- 
portance submitted to the committee to justify any deviation from the common 
system as presently established. The common system has not been expected to 
meet tactical requirements in the past, and we do not believe that it should be ex- 
pected to meet these requirements in the future. 

2. The system is developed. 

3. The system is reliable.—The consultants stated in their report, “VOR ground 
and airborne equipments have proved highly reliable under the ultimate test— 
widespread operational use. Ground DME units indicate satisfactory re 
liability. Although we have no significant operating data on the reliability of 
DME airborne equipment, it is reasonable to believe that it can be made to 
operate reliably.” Since NBAA members presently own and operate over 90 
percent of all the DME units that have been produced, we can state that this 
operating experience with production units has indicated satisfactory reliability 
of the airborne units. 

4, The system is implemented.—Since most business flying is done off airways, 
we have a greater requirement for rho-theta type navigation information than 
any other civil user. It is essential that this type of navigation information be 
available now to meet present needs and so that the future potential growth 
of business flying will not be handicapped. It would be at least 8 to 10 years 
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at the very best before any other type of new navigation system would be com- 
pletely implemented on a scale suflicient to meet civil requirements, and as a 
matter of practical consideration, we cannot comprehend any action which 
would preclude the use of the present completely implemented, existing proven 
system on the basis that something may be developed in the future which might 
be better. 

5. VOR/DME is an integrated system —VOR/DME meets all of the operational 
requirements of the civil users of the airspace. In addition to rho-theta informa- 
tion, it also provides communications as well as ILS navigation information. 
The accuracy requirements of civil aircraft users are adequately met with the 
present system. NBAA does not believe that aircraft can be flown within the 
limits of accuracy as set forth as a requirement by the military. 


NATIONAL BUSINESS AIRCRAFT ASSOCIATION. 
Cote H. Morrow, 
VORTAC Committee Member. 


APPENDIX D 


STATEMENT BY ASSISTANT SECRETARY OF DEFENSE (RESEARCH AND DEVELOPMENT) 
DONALD A. QUARLES, ON THE VOR/DME-Tacan ProsLEM OF A COMMON AIR 
NAVIGATION SYSTEM, MARCH 1955 


Mr. Chairman and members of the committee, I appreciate this opportunity to 
discuss the situation of the common system of air navigation with you. 

In this appearance before this committee, I believe it will be helpful to give a 
brief statement of my background and experience. I was born in Van Buren, 
Ark., in 1894. After graduation from the high school there, I attended the Uni- 
versity of Missouri and then Yale University, where I received a bachelor of 
arts degree. In May 1917, I enlisted in the Army and, after 2 years in France 
and Germany, was discharged with the rank of captain in Field Artillery. Upon 
my return to civilian life in 1919, I was employed by the Western Electric Co. in 
New York City in the engineering department which became the Bell Telephone 
Laboratories in 1925. While there, I took some graduate work at Columbia 
University in theoretical physics. I served the Western Electric Co. and the Bell 
Telephone Laboratories for 34 years in various engineering and executive posi- 
tions, becoming vice president of the Bell Telephone Laboratories in 1948. I 
served in that capacity until March 1, 1952, when I became vice president of 
Western Electric Co. and president of the Sandia Corp., a Western Electric 
subsidiary which operates the Sandia Laboratory in Albuquerque, N. Mex., for 
the Atomic Energy Commission. 

In addition to the military and industrial experience, I have served as a con- 
sultant to the Government on research and development activities since 1946. 
In that year, I was appointed a member of the Electronics Committee of the 
Research and Development Board. I was Chairman of this Committee from 1949 
until the termination of the Research and Development Board last year. I 
resigned as vice president of Western Electric Co. and president of the Sandia 
Corp. on September 1, 1953, in order to take the position of Assistant Secretary 
of Defense (Research and Development). 

I would like to review for you the history of the Department of Defense partici- 
pation in the development of a common air navigation system. 

House Reports Nos. 59, 885, and 1065 of the 80th Congress advocated the 
development and installation of a system of navigation, traffic control, and land- 
ing aids—all to be common to all segments of aviation. These proposals were 
studied in detail by Special Committee 31 of the Radio Technical Commission for 
Aeronautics. This group, known as RTCA SC-31, was made up of top technical 
and operational representatives from industry and Government, including the 
military services, Commerce, Treasury, State, FCC, and the like. The group took 
the proposals in the House reports and developed a detailed program of action 
which was adopted by all classes of users of the airspace. This significant 
achievement resulted in RTCA being selected for the 1948 Collier award. 

The Congress, through its Aviation Policy Board, endorsed the technical report 
and recommended that the program be launched. 

Study showed that implementation of the program could be accomplished 
within the normal functions and responsibilities of the Department of Commerce 
and the Department of Defense without the necessity of seeking legislation to set 
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up an independent governmental agency. Accordingly, by agreement between 
the two departments, the Air Navigation Development Board was established in 
November 1948. 

The Board, financed by funds provided by Congress in the Commerce Depart- 
ment budgets, undertook a development program which was worked on partially 
by direct contract with industry and partially by transfer of funds to the military 
services for work done on behalf of the common system. 

For its part, the Civil Aeronautics Administration tackled the Federal airways 
implementation job with typical vigor and aggressiveness, with the result that as 
of the end of fiscal year 1955 there will be 486 VOR, 241 DME ground stations, as 
well as radar traffic control facilities in most metropolitan areas. 

Now I would like to flash back in time to pick up the TACAN story. During 
the immediate postwar years there was an important military need for a 
earrier-based navigation system to replace the obsolescent equipment of the 
war years. A formal statement of the required military characteristics was 
adopted in February 1947 and the Navy commenced development of the system, 
now known as TACAN. This development was intended for what were impor. 
tant tactical uses and was carried on in a military security classification to 
preclude compromise. 

The things that happened in 1949, 1950, and 1951—principally the Russian 
achievement in exploding an atomic device and our own involvement in the 
Korean conflict—served to intensify the military requirements and in no way 
relaxed the necessity for military security. Although the ANDB common 
system and TACAN were developing along lines that were technically incom- 
patible, no one devised a way to bring them together. Had we gone into a 
full-scale war at that time probably no one would have brought them together, 
Actually the prospect of a head-on collision between the two seemed less im- 
portant when the Federal airways were not clearly located in a potential 
battleground. 

The end of the Korean conflict and the realization that we were in for a long 
pull in which our homeland might be on the frontlines of an air war changed 
the situation. One of the first things I did upon coming on the job in the fall 
of 1953 was to work with Mr. Robert Murray, of Commerce, in recognizing the 
serious situation we were in and looking for ways to end the impasse. 

Both the Departments of Defense and Commerce were firm in their support 
of the common-system concept but unvielding in support of their respective 
versions. The Air Navigation Development Board was reconstituted, still with 
Defense and Commerce as equal partners in the task, but with members from 
higher levels in Government. The revised charter was signed in January 1954. 
The membership of the revised Board consisted of Under Secretary of Com- 
merce for Transportation Robert Murray, Assistant Secretary of Navy for Air 
James H. Smith, Jr., Assistant Secretary of Air Force (Research and Develop: 
ment) Trevor Gardner, and the then Special Assistant to the Secretary of 
the Army, Mr. James N. Davis. I was the Department of Defense member and 
Chairman of the Board. 

Now let me summarize the situation which confronted the new Board. The 
common-system items, that is, the visual omnirange (VOR), which provides 
heading, and distance measuring equipment (DME), which provides distance 
information, were being installed at a rapid rate, with a total of 4386 visual 
omniranges and 241 distance measuring ground stations budgeted for installa- 
tion by the end of fiscal 1955. Parallel to this VOR/DME system was the 
TACAN development, which had reached the service test and evaluation point 
in its life cycle. We had reaffirmed the principle of a single navigation-device 
system for civil and military use. If either TACAN or VOR/DME was to be 
chosen, it seemed imperative to the Board that this choice be made as quickly 
as possible to prevent further commitment to either system. To continue both 
systems would have resulted in prohibitive cost and would have made the 
ultimate choice of a single system even more difficult than it then was. To 
complicate matters further, even had it been possible from the point of view 
of exnense and space and weight in aircraft to install two systems, VOR/DMB 
and TACAN, for basic technical reasons, were incompatible to an extent that 
made full implementation of both systems impossible. 

To assist in resolving these problems, the Air Navigation Development Board 
Advisory Committee No. 1 was appointed. This Committee, later to become 
known as the VORTAC Committee, consisted of representatives from all the 
military agencies, the Departments of Commerce and Defense, the National 
Business Aircraft Association, and the Aircraft Owners and Pilots Association, 
with Mr. Milton W. Arnold, vice president for operations of the Air Transport 
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Association, as chairman. Representation was deliberately planned to include 
all users of the airspace, with equal voting rights for each member. 

It was realized that the VORTAC Committee decision would have to be based, 
to a large extent, upon the solution of technical and engineering complexities. 
Therefore, a team of consultants was made available to the committee. This 
team consisted of Dr. H. R. Skifter, president, Airborne Instruments Laboratory ; 
Dr. J. B. Wiesner, professor of communications engineering and direetor, Research 
Laboratory of Electronics, Massachusetts Institute of Technology ; and Mr. R. C. 
Newhouse, military development engineer, Bell Telephone Laboratories. These 
individuals are known to be outstanding in electronics and engineering sciences 
as applied to air navigation. 

The VORTAC Committee, with its consultants, convened early in April 1954. 
It was immediately apparent, upon examination of all the evidence, that further 
engineering had to be accomplished upon the TACAN system. This problem was 
tackled by the consultants and, as a result of their efforts, engineering changes 
were made to the TACAN system, which caused it to fulfill its early engineering 
promise. Flight tests at Nutley, N. J., and at Caldwell, N. J., have confirmed 
the excellent work performed by these very able people. Their findings in sum- 
mary are: 

1. The TACAN system will provide azimuth accuracy to within 1°, while the 
comparable VOR accuracy is 3°. 

2. Prior to any widespread use of TACAN, a study should be made to assure 
that it can provide the total number of interference-free channels required for 
common-system operations. 

3. The VOR, for basic technical reasons, cannot provide satisfactory service 
when installed on Navy carriers. 

4. The VOR/DME system does not meet military needs for equipment which 
can be easily sited in military theaters of operation. 

After due deliberation on the consultants’ report, the VORTAC Committee 
split in its views with regard to choosing a single system. The majority opinion 
was for TACAN. Votes cast in the majority were from Army, Navy, Air Force, 
and Air Transport Association. The minority opinion was for continuing the 
VOR/DME program. The Civil Aeronautics Administration, the National Busi- 
ness Aircraft Association, and the Aircraft Owners & Pilots Association were 
the minority. 

At its January 14 meeting, Mr. Milton W. Arnold, chairman of the VORTAC 
Committee, reported to the ANDB; announced the inability of VORTAC to reach 
a unanimous decision; and described the majority and minority views. This 
left the Board with the basic navigation issue unsolved. 

Upon review of the report of the VORTAC Committee, and the reasoning be- 
hind it, Mr. Murray, then Under Secretary of Commerce for Transportation and 
Department of Commerce member of the Air Navigation Development Board, 
suggested consideration of an alternative course of action, which had not been 
included in the terms of reference of the VORTAC Committee. Following this 
suggestion, an ad hoe group was appointed to investigate a system composed of 
civil DME, which as a component, met military requirements, plus an azimuth 
System yet to be developed. This new azimuth device would be located in a 
higher frequency band than TACAN and would satisfy the miiltary requirements 
for 1° accuracy, be suitable for fleet use, and could be sited in military field 
environments. The same consultants that were available to the VORTAC Com- 
mittee were engaged to assist the ad hoe group. 

The ad hoc group reported on an alternative course of action to the Air 
Navigation Development Board at its January 28 meeting. This system used 
civil DME and an azimuth system in the 1,365-1,660-megacycle band. Because 
of the acditional expense and a further delay of approximately 3 years to ulti- 
mate common-system implementation, this system was not favored by ANDB as 
first choice. 

The Board now found itself in a most perplexing situation. Neither VOR/DME 
nor TACAN nor the best alternate system was acceptable to everyone. 

Also, the Board had substantial uncertainties which needed to be explored 
and resolved before final standardization of TACAN could be effected. Matters 
to be explored included: 

1. The determination of the final requirements for the common system in 
relation to available frequency space in the TACAN band. 

2. The relationship between the common civil/military short-range navigation 


system and the electronic ground environment being developed for our air-defense 
System. 
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3. The international implications of any standardization move. 

The Board was of the opinion that the best escape from this dilemma was to 
outline a plan of action which would declare a system objective and would dis- 
courage further commitment to the system not singled out as the Board's intended 
choice. The action had to serve the best national interests, recognize the uncer- 
tainties that were inherent in the systems under review, but also provide a means 
by which final decision was reserved for the future when present intangibles 
became more clearly defined. 

The ANDB decided unanimously on the following course of actions: 

1. Finish the development of TACAN to make it suitable for common-system 
use at the earliest practicable date. 

2. Continue VOR as a common-system navigation aid at least until 1965. 

38. Limit the use of civil DME facilities to experimental purposes, with the 
understanding that DME service is not guaranteed beyond June 30, 1955. (This 
is to assure that DME frequencies would not stand in the way of TACAN if it 
later is standardized.) 

4. Permit military agencies to implement TACAN facilities to meet their 
minimum interim requirements, for the present, on a basis which will be non- 
interfering with channels assigned to the civil DME and the common-system 
radar beacon. 

5. As a backup for the TACAN program, in case it should later prove unae- 
ceptable or inadequate for any reason, finish the design of the alternate proposal, 
This would consist of the present civil DME to provide distance plus a new CW 
omnirange device to be developed for a more suitable frequency band, as recom- 
mended by the consultants, The DME ground equipment will be held in readiness 
for this eventuality. 

The Board’s reasoning in stating that it could not guarantee DME service after 
June 30, 1955, deserves explanation. TACAN had been favored in the Board's 
plan of action over VOR/DME. As I previously stated, TACAN and DME are 
mutually interfering; it did not appear to the Board that a navigation aid 
interfering with TACAN could be allowed to continue indefinitely. Also, DMB, 
although about 50 percent implemented with commissioned ground stations, has 
not been accepted generally by the aviation public. We understand that approxi- 
mately 250 airborne equipments have been built ; we have estimates of the number 
of airborne sets that have been purchased by aircraft owners from as low a figure 
as 90 to as many as 220. An unknown number is still in the hands of dealers, 
The remainder of these equipments were purchased by the ANDB and Civil 
Aeronautics Administration for experimental and evaluation purposes. The 
Board felt that with TACAN as the announced objective, plus the interference 
problem, it was doubtful that Congress could be properly asked to appropriate 
funds for DME operation on an interim basis, in the interest of such a small seg- 
ment of the aviation public. We were also anxious not to encourage more pur- 
chases of airborne equipment in view of the doubtful future of DME. The Board 
did, however, consider other DME possibilities such as: 

1. It could be kent in oneration until the time of final transition to the chosen 
system when, if the preferred system were TACAN, DME would be shutdown. 
Disadvantages to this course were that it would require the interim military 
use of TACAN to be limited to 50 channels: also, it would tend to encourage addi- 
tional purchases of airborne equipment, which would make the final shutdown of 
DME difficult. 

2. An interim operation for 2 or 3 years on an experimental basis, in order 
to establish traffic control procedure and train traffic controllers and pilots in 
the use of distance information as a traffic control and navigation aid. 

3. Maintain DME in a condition of readiness so that if TACAN proves to be 
inadequate or unsatisfactory for common system use, it could be used to provide 
distance information in the alternative system to which I have already referred. 

It was the latter consideration that the Board thought most reasonable 
because it involved the least expenditure of public funds and yet provided for a 
part of the backup system for TACAN if it failed to qualify. 

Finally, it was the Board’s unanimous conclusion that the five-point program 
that has been announced and which I gave you a moment ago, was the best that 
could be made of a very complex situation for which there appeared to be no 
completely satisfactory solution. I believe this course of action is the least 
costly to the taxpayer, hest satisfies the needs of both national defense and civil 
aviation, and minimize further expenditure for equipment having limited utility. 
Finally, it promises a much improved common civil/military system of navigation 
by the implementation of TACAN which, even with the uncertainties already 
mentioned, has the greatest potential for common system use, 
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APPENDIX E 


STATEMENT OF MILTON W. ARrNoLp, VICE PRESIDENT, OPERATIONS AND ENGINEERING, 
Air TRANSPORT ASSOCIATION 


Mr. Chairman and members of the committee, my name is Milton W. Arnold, 
I am Vice president, operations and engineering, of the Air Transport Association, 
a trade organization representing most of the United States scheduled airlines. 
We appreciate the opportunity to present our views in regard to the matter of 
VOR/DME versus TACAN, and the overall necessity of providing a common, 
short-range system of navigation for all users of the airspace. 

We have been privileged to hear previous testimony by Government representa- 
tives and representatives of civil aviation, and it is my belief that it is not neces- 
sary for me to elaborate to any great extent upon the history of this matter, or to 
go into a great deal of technical detail with respect to the two systems. However, 
as a major user of the air-naviagtion and traffic-control system, we have a vital 
interest in this problem, and have played a part in developing the solution pro- 
posed by the Air Navigation Development Board. Our best contribution to the 
committee’s record can be made, I think, by reviewing our efforts to reach this 
solution. 

As far back as 1951 it was evident to us in the Air Transport Association that 
eventually a conflict between TACAN and DME would arise and have to be 
resolved. On April 24, 1953, we recommended to the air carriers that they pur- 
chase civil DME airborne equipment only for experimental purposes. We so 
recommended again on August 5, 1953. A little later we recommended to the 
Departments of Commerce and Defense that the DME program be held in abey- 
ance. This was accomplished by a letter dated November 2, 1953, to these 
departments in which we recommended the suspension of the DME program 
until a complete determination could be made as to the comparative advantages 
of an alternate system. While it was impossible to refer specifically to the alter- 
nate system at that time, the reference, of course, was to the rapidly developing 
TACAN program. ‘The existence of TACAN was revealed in the press for the 
first time, to our knowledge, in December of 1953. We continued to press for 
some resolution of the potential conflict between the two systems. 

Presumably it was these continuing efforts, as well as the advances made 
in the development of TACAN, that resulted in the recent consideration of this 
subject by the ANDB, and the appointment of the VORTAC committee, of which 
I was chairman. This latter committee, created as an adviser to the ANDB, had 
the responsibility for recommending a future course of action with resnect to 
the coordinated development and construction of air-navigation and traffic-con- 
trol facilities by the Federal Government. 

I began my work as chairman of the VORTAC committee with the firmly 
held personal belief that a common system of air navigation and traffic control 
was essential. I also knew that this belief was shared by the air transport in- 
dustry. I am sure it is not necessary to discuss at length the wisdom of the 
common system concept because this concept is now based upon governmental 
policy established as a result of the recommendation of your committee made 
Several years ago. A common system is essential from the standpoint of govern- 
mental economy. Even if it were technically possible for military and civil 
users to have two separate and distinct systems of air navigation and traffie 
control, the burden on the Treasury of the United States would be unnecessarily 
great. Even though the expenditures would be divided between the budget 
of the Department of Commerce and the budget of the military agencies, the 
total effect upon the Treasury would be the same. Moreover, the maintenance 
of a common system aids immeasurably the solution of the difficult problem 
of air traffic control, since it is obviously easier for air traffic control systems 
and air-traffic controllers to work with one group of equipment, rather than two. 
From the standpoint of mobilization requirements, it is almost essential that 
there be a common system, since in time of national emergency the transport 
airplane fleet of the United States should be available for use, either in military 
or civil capacities. 

As an airline representative, I also started my work as chairman of the 
VORTAC committee with the full knowledge that VOR/DME was fully adequate 
to meet present airline needs, and that any change in that system might well 
result in the necessary acquisition by the airlines of new electronic equipment, 
with all the financial burden and operational difficulties that that entails. My 
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natural tendency, therefore, was to hope that in some fashion the present common 
system program could be carried out as planned. As has already been stated 
to the committee, I was unable to reach this conclusion. I was unable to do 
80 for the reasons which I will now set out in detail. 

The VORTAC committee studies, when taken with the reports of the con- 
sultants and the explicit presentations of military requirements made by the 
defense agencies, left me no alternative but to conclude that VOR was not ade- 
quate for military use. It is not necessary for me to repeat the statements al- 
ready made by the military agencies as to why this is so. The relatively greater 
accuracy of TACAN, the impossibility of installing VOR on shipboard, and the 
difficulties of siting the equipment on land which have been mentioned by the 
military agencies, were confirmed by the consultants, At the same time, all of 
the facts which we had before us demonstrated that TACAN would almost cer- 
tainly meet the stated requirements of the military agencies. While, according 
to the consultants, it would take 2 or 3 years to get the bugs out of TACAN, it 
was demonstrated at Nutley, Caldwell, and Patuxent River as a system adequate 
to meet the stated needs of the military agencies in a fashion far superior to the 
present combination of VOR and DME. This being the case, I was convinced 
that the military agencies had no alternative but to proceed with the develop- 
ment and installation of the TACAN system, not only on shipboard and in 
foreign installations, but also within the continental United States. The 
reasons for this latter conclusion were made clear by the representatives of the 
Defense Department, and I will not repeat their reasons for saying so. 

It should be clearly understood that this recommendation and decision of mine 
was based upon my personal evaluation of the evidence and facts as presented 
to the VORTAC commitee. I no longer have this responsibility, i. e., of evaluat- 
ing the stated requirements of the defense establishments. That is the respon- 
sibility solely of the Government of this Nation, since Congress and the executive 
branch have taken this matter under advisement. But I do have a responsibility 
to one of the major users of the air navigation system, to request that in the 
interest of all users the Government make a decision and that decision should 
immediately provide for one common civil/military system. I desire to elaborate 
on this point later. 

Once that conclusion had been reached, i. e., that the stated requirements of 
the military were valid and that the VOR/DME system would not meet their 
needs in the interest of, and the absolute necessity for, maintaining an air naviga- 
tion system which will meet the requirements of both civil and military users, it 
seemed to me that the civil users likewise had no alternative but to begin to 
move in the direction of adopting TACAN as the air navigation-traffic control 
system of the future. This conclusion was required not only because of the 
need to maintain a common system concept for all of the reasons I have stated, 
but also because of the conflict between TACAN and civil DME. In the course 
of our studies we reviewed several possibilities for the elimination of this con- 
flict. One of them has already received the attention of this committee—i. e., 
the possibility of assigning to TACAN a portion of the frequency band concerned, 
and assigning to DME another portion of the same band. This conceivably could 
be done, but it involves, of course, an abandonment of the common system con- 
cept, and actually would prevent the full implementation of TACAN as the 
ultimate common system component. 

I am sure your committee recognizes that any such program of endorsing 
the continued use of DME and at the same time allowing a limited expansion 
of TACAN is positively detrimental to the national interest. We, as a user, 
have recognized that this course of action is compelte folly, namely, the 
two systems, fully implemented, cannot coexist and if the Government endorses 
such a program, i. e., the continued use of DME and the limited expansion of 
TACAN, that is, in essence, determining that a common system is a thing of 
the past. To a major user of the airspace, such a program means that civil 
and military will purchase and use the conflicting systems and demand the 
full implementation of both systems at a later date—which we all know is 
technically impossible. 

Still another method of integrating the nonconflicting components of VOR/DME 
and TACAN was considered by the consultants at my request. They reviewed 
the possibility of combining the directional portion of TACAN with civil DME. 
I thought this would be a wise solution because it would meet the military 
problems and at the same time preserve DME. However, we were advised 
that this solution was impractical—that the directional portion and the distance- 
measuring portion of TACAN were inseparable as a military installation. Any 
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effort to separate them would result in setting the military installation project 
back an additional 2 to 3 years and would render present airborne designs and 
productions unusable. 

For all of the reasons previously stated, the next problem which had to be 
met was the method by which the transition to TACAN from our present com- 
mon system could be made with the least burden and inconvenience upon 
users, and the least burden upon the Treasury of the United States. In working 
out this method of transition we were fortunate in finding that there is no 
conflict between VOR and TACAN. Thus, our present VOR program can be 
earried to completion, and the ground and airborne equipment can be permitted 
to serve out its normal economic life, It can serve as the basic air navigation 
equipment during the transition from the present system to TACAN. On the 
other hand, civil DME should not be continued because of the conflicts to which 
I, and others, have referred. Because of the conflicts to which I and others 
have referred, civil DME should not be continued unless your committee deter- 
mines that the stated military needs can be met by the VOR/DMP. 

The airlines believe that domestically there is no serious problem in navi- 
gation from A to B without the aid of DMB, although it does make this problem 
simpler and gives an added check. From an air traffic control standpoint, 
realizing that the problem of providing electronic equipment for all users of 
the airspace is costly, we have outlined a program which would provide greater 
capacity to all users of the airspace at less cost than would the implementation 
of DME. This program includes: 

(a) Improvement in air-traflic-control communications facilities, particularly 
as applied to air-trafiic-control centers, with more channels and better location 
of transmitter sites; 

(b) Implementation of long-range and terminal area radar as a means of con- 
trolling traffic for movement and separation, both in the congested areas and 
en route ; 

(c) Improved method of handling instrument flight records, such as an auto- 
matic data posting and transfer, to replace the present strip posting method; and 

(d) Implementation of airborne transponders and ground interrogators. 

At the time the SC-31 program was delineated, it was anticipated that parallel 
separation under IFR conditions would be possible; in other words, that the use 
of the offset computer with DME by a single VOR/DME facility would provide 
parallel airways under instrument conditions. Since that time two things have 
precluded the practical application of lateral separation, as visualized by SC-31. 
The first is a military requirement for numerous prohibited warning and jet 
operating areas. This made the application of lateral separation under instru- 
ment conditions almost impractical except in rather limited areas. Secondly, 
the VOR even after considerable work, showed a normal operational error of 
approximately plus or minus 3°. With this error, plus the inherent instrument 
error and the additive offset computer and DME errors (which quite often be- 
come cumulative), the idea of lateral separation, as planned by SC-31, is at the 
present time impractical, since at least 20 to 25 miles lateral separation between 
parallel airways would be required. 

During the period 1953-54 those airline operators flying between Chicago and 
New York installed DME equipment on a limited basis and conducted an evalua- 
tion in connection with ground stations along the New York-Chicago airway. 
Records were kept of the reliability and operation of the equipment and the dis- 
tance readings obtained by the pilot from the DMB indicator were compared 
with chart distances measured from known fixes. It was found that a large 
majority of the hundreds of readings which were taken checked within one-half 
mile of the chart distance. There were a few scattered reports of errors as 
much as 5 miles, and several unexplained errors of 20 to 25 miles. 

Considerable trouble was experienced with the reliability of the equipment. 
It should be mentioned, however, that the airborne equipments for these test 
installations were not manufactured to the rigid airline specifications normally 
required for airline electronic equipment. 

We encouraged the Air Navigation Development Board to fully equip one 
of the smaller carriers—which was accomplished in the summer and fall of 
1953, when Mohawk Airlines equipped its entire fleet with airborne DME. This 
test called for 2,000 DME accuracy checks over known positions. In addition, 
Mohawk studied procedures and methods by which DME could be used to improve 
airline operations. ATA traffic control experts participated in this work. 

From our analysis of the use of DMB, it was our opinion that the DMB, 
without the offset computer, is not of major importance to the user as an adjunct 
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or improvement to the overall efficiency and capacity of the traffic control system 
as it exists today. There is no question in the minds of airline people or of ATA 
that the ground equipment of the DME is relatively simple and reliable, and that 
it does afford the pilot ready information on distance from a given point. Yet 
we have been unable to ascertain that it has any great value at this time as an 
improvement to traffic control. 

Thus, we believe that at the present time DME is something of a luxury which, 
under the present circumstances, can be foregone. 

It is at this point where views have clashed before your committee, some 
believing that the DME program should be continued to completion while the 
TACAN system is being installed, and sume believing that the DME program 
should be stopped. We must remember that DME and TACAN cannot coexist 
when TACAN is fully implemented. The completion of the DME installation 
will cost the Government a substantial amount of money. I do not believe that 
the expenditure of this amount of public funds can be justified, unless in the 
evaluation by your committee you conclude that VOR/DME will meet stated 
military requirements. But even if this expenditure of public funds could be 
ignored, the endorsement of a continued DME program at the present time would 
carry with it more serious adverse effects. If this committee and the Congress 
were to authorize the continuation of the DMB program, all civil users of the 
airways would be encouraged to acquire the necessary airborne equipment. By 
reason of the established investment among private users of conflicting airborne 
equipment, the eventual adoption of any common system would be greatly de- 
layed. Asa result, we would all be back here again in a year or two to resolve 
the same, but much more complex, problem. 

I do not want to leave the impression with the committee that a transition 
to TACAN could be made without economic or operational burden on the users, 
There would be complexities and economic burdens imposed upon the airlines 
by transition to TACAN. Let us take for example, Pan American Airways, 
which, we believe, would probably be as adversely affected as any airline. The 
aircraft of Pan American are required to operate in South America and parts 
of Africa and Europe where the large majority of aids at the present time are 
low frequency ranges and homing beacons. Consequently, Pan American would 
be required to continue to carry and maintain a minimum of two low frequency 
airborne receivers for navigational purposes. At the same time these aircraft 
woule€ be required to operate into such VOR-equipped terminals as New York 
and Miami and along VOR airways, such as New York to Gander, Newfoundland. 
Consequently, duplicate VOR receivers would be required for installation in the 
aircraft. The VOR receiver is also required to provide the ILS localizer function. 

The committee has heard in previous testimony that there will be a substantial 
amount of TACAN installed in Europe, at least in Western Europe or the NATO 
nations. Hence, it is quite logical to assume that from the standpoint of 
navigation and traffic control, Pan American will find itself in the position of 
being forced to equip the same aircraft with two TACAN units. This condition 
will probably exist indefinitely, since there are no indications of a major change 
of facilities in Africa or South America. 

From this, I think it is quite evident that the complexities from a weight, 
maintenance, and economic standpoint, would require considerable expenditure 
for maintenance of the extra equipment and probably $8,000 to $15,000 capital 
investment per aircraft for the purchase and installation of TACAN, 

There are similar implications with other carriers. TWA is unquestionably 
in the same position, since that company is also an international carrier. The 
domestie carriers will be faced with the same problems, although to a somewhat 
lesser degree, in that low frequency navigation may be removed from the picture 
at an earlier date. The cost and complexity of airborne electronic gear is one of 
the most serious problems we have today without further complications and 
added cost. 

However, in the event your committee determines that VOR/DME will not 
meet the stated military requirements, we would have no choice but to accept 
the economic and operational burden imposed by the transition to TACAN in the 
interest of continuing a common system for civil and military users. 


oO 
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CONSIDERATION OF H. R. 5715 





Mar 17, 1955.—-Referred to the House Calendar and ordered to be printed 





Mr. Manpew, from the Committee on Rules, submitted the following 


REPORT 
{To accompany H. Res. 246] 


The Committee on Rules, having had under consideration House 


Resolution 246, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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84TH CONGRESS HOUSE OF REPRESENTATIVES { Report 
1st Session No. 594 





EXTENDING THE TIMES FOR COMMENCING AND COMPLETING 
THE CONSTRUCTION OF A TOLL BRIDGE ACROSS THE RAINY 
RIVER AT OR NEAR BAUDETTE, MINN. 





May 17, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Jupp, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany H. R. 4630] 


The Committee on Foreign Affairs, to whom was referred the bill 
(H. R. 4630) extending the times for commencing and completing 
the construction of a toll bridge across the Rainy River at or near 
Baudette, Minn., having considered the same, and unanimously 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The measure was introduced by the Honorable Coya Knutson, of 
Minnesota, on March 3, 1955, and the measure was considered in 
executive session by the Committee on Foreign Affairs on May 12, 
1955, on which date it was unanimously ordered reported favorably. 

Similar legislation was enacted during the 81st Congress in the form 
of Public Law 884, approved December 21, 1950. The purpose of 
that measure was to authorize the village of Baudette to construct, 
maintain, and operate a toll bridge and approaches thereto across the 
Rainy River, so far as the United States has jurisdiction over said 
river, at a point suitable to the interests of navigation at or near 
Baudette, Minn., in accordance with the provisions of the act approved 
March 23, 1906, and subject to the approval of the proper authority 
in Canada. The purpose of H. R. 4630 is simply to extend until 
3 and 5 years, respectively, the times for commencing and completing 
the construction of the bridge. 

The letter from Assistant Secretary of State Thruston B. Morton 


to the Honorable James P. Richards, chairman of the committee, on 
the measure, follows: 
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2 EXTEND TIME FOR CONSTRUCTION OF BRIDGE ACROSS RAINY RIVER 


DEPARTMENT OF STATE, 

Washington, May 11, 1956. 
Hon. James P. Ricwarps, 

hairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Ricuarps: Reference is made to your letter dated May 2, 1955, and 
the re ly of this Department of May 3, 1955, regarding your request for a report 
from this Department on H. R. 4630, a bill to extend the times for commencing 
and completing the construction of a toll bridge across the Rainy River at or near 
Baudette, Minn. 

It is understood that the interested parties will obtain the consent of the 
Canadian authorities to the extension of the times for commencing and completing 
construction of the bridge. With this understanding, you are advised that so far 
as the interests entrusted to this Department are concerned, there is no objection 
to the enactment of this bill. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
Turvuston B. Morton, 
Assistant Secretary 
(For the Acting Secretary of State). 


O 










Laehneheaeaiene et nee 


pie So 














cians eee aininel anaes ne eeemeniccas nell aaee 4 iete int eadameaeeoe eo ee ee . 


| 
| 
| 


ee 


84TH CoNGRESS \ HOUSE OF REPRESENTATIVES © { Report 
1st Session No. 595 





EXTENDING AN INVITATION TO THE INTERNATIONAL OLYMPIC 
COMMITTEE TO HOLD THE WINTER OLYMPIC GAMES IN THE 
UNITED STATES AT SQUAW VALLEY, CALIF. 





May 17, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Ricnarps, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


[To accompany H. J. Res. 296] 


The Committee on Foreign Affairs, to whom was referred the joint 
resolution (H. J. Res. 296), extending an invitation to the Interna- 
tional Olympic Committee to hold the Winter Olympic Games in the 
United States at Squaw Valley, Calif., having considered the same 
reports favorably and unanimously thereon without amendment and 
recommend that the joint resolution do pass. 

The measure was introduced on May 2, 1955, by Hon. Clair Engle 
of California. It was considered by the committee in executive 
session on May 12, 1955, and on that date unanimously ordered 
reported favorably. 

The International Olympic Committee will meet in Paris on June 
14 to make its selections for the 1960 Olympic Games. The purpose 
of this measure is to give official United States sanction to the exten- 
sion of an invitation by the United States Olympic Committee to 
hold the 1960 Winter Olympic Games at Squaw Valley, Calif. No 
expenses to the United States Government are involved in this 
measure. 

The Olympic Games were last held in the United States at Los 
Angeles in 1932, while the Winter Games were held at Lake Placid. 
It is entirely fitting, therefore, that these games be held in the United 
States again after such a long lapse of time. 

There follows a communication from Mr. Asa S. Bushnell, secretary 
of the United States Olympic Association, Inc., to Mr. Otto Mayer, 
secretary of the International Olympic Committee, giving the back- 
— on the selection of Squaw Valley, Calif., as the proposed site 

or the Olympic Games: 
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2 HOLD WINTER OLYMPIC GAMES AT SQUAW VALLEY, CALIF, 


Unrrep States Oryrmpic Association, Inc., 
Bittmore Horet, 
New York, N. Y., February 2, 1956. 
Mr. Otto Mayer, 
Secretary, International Olympic Committee, 
Mon Repos, Lausanne, Switzerland. 

Dear Mr. Mayer: It is the earnest hope of the United States Olympic As- 
sociation that when decision is made regarding the site of the 1960 Olympic 
Winter Games, the International Olympic Committee will see fit to award the 
event to the United States Olympic Committee and in turn to one of the cities 
of our Nation. 

In order to determine which of these cities was from all points of view the best 
equipped to hold the games 5 years hence, and which was best prepared to assume 
the considerable responsibilities entailed, the United States Olympie Association 
some time ago set up a special committee to weigh and appraise the facilities and 
potentialities of the different municipalities. All interested cities were notified 
through their proper authorities of the establishment of this special committee, 
and detailed presentations were then made to this committee by delegations from 
no less than seven such cities. When its hearings had been completed the special 
committee reported its findings and recommendations to the membership of the 
United States Olympic Association. Thereupon, the association voted through 
mail balloting to endorse the application of Squaw Valley, Calif., for the award 
of the Olympic Winter Games of 1960. 

Our organization wishes to emphasize to the members of the International 
Olympic Committee the fact that the endorsement which it has given to Squaw 
Valley is of an unqualified nature. Our organization urges the members of the 
International Olympic Committee to give careful and favorable consideration to 
the invitation which will be received by them from the Squaw Valley authorities, 

Thanking you for your good offices in transmitting our message to your fellow 
members on the International Olympic Committee, I am, with best wishes, 

Sincerely yours, 
Asa 8. BusHnetn 
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84rH CoNGRESS } HOUSE OF REPRESENTATIVES — { ‘Report 
1st Session No. 596 





BURLEY TOBACCO STUDY AND REPORT 





May 17, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cootzy, from the Committee on Agriculture, submitted the 
following 


REPORT 


{To accompany S. J. Res. 60] 


The Committee on Agriculture, to whom was referred the joint 
resolution (S. J. Res. 60) directing a study and report by the Secretary 
of Agriculture on burley tobacco marketing controls, having considered 


the same, reports favorably thereon without amendment and recom- 
mend that the joint resolution do pass. 

The purpose of this joint resolution is to authorize and direct the 
Secretary of Agriculture to make a study of the various methods of 
market control which could be made applicable to burley tobacco. 
Following is the text of the Senate report and the report of the Depart- 
ment of Agriculture explaining the need for this legislation. 

This joint resolution would direct the Secretary of Agriculture to 
make a study of various methods of marketing control for burley 
tobacco. At present we have a 3.5-year supply, whereas a 2.7-year 
supply is considered adequate. The Department of Agriculture’s 
witness at joint hearings before subcommittees of the House and 
Senate Agriculture Committees advised that the Department is con- 
fronted with serious difficulties in maintaining supplies in line with 
demand under present legislation, and that there is a prospect of 
substantial losses to the Commodity Credit Corporation on the price- 
support program. Public Law 21 was enacted this Congress to 
tighten up the present program, but your committee feels that this 
may not be enough and that all possible programs should be thor- 
oughly explored. 

t should be pointed out that the resolution provides for a study 
only. Senator Scott, in particular, suggested that it be made clear 
that the committee’s action in reporting out this resolution should not 
be construed as indicating that the committee favors poundage 

mitations or any other particular method of control. The report 
of the Department of Agriculture on the resolution is attached. 
55006 
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BURLEY TOBACCO STUDY AND REPORT 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., April 21, 1955. 
Hon Auten J. ELLenp=r, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator ELteENDER: This acknowledges your letter of March 20, 1955, 
asking for the Department’s views on Senate Joint Resolution 60, directing a 
study = report by the Secretary of Agriculture on burley tobacco marketing 
controls. 

Favorable action is recommended on Senate Joint Resolution 60. 

Experience gained from ‘“‘poundage quota” operations under the Kerr-Smith 
Tobacco Act in 1934 and 1935 and under the Agricultural Adjustment Act of 1938 
in that year provides some basis for evaluating a poundage versus an acreage 
allotment approach on tobacco marketing quotas. Administrative personnel of 
the Department have discussed the subject of ‘“poundage quotas” with tobacco 
grower representatives on numerous occasions, and considerable thought has been 
given to the subject during recent months. 

The drastic current situation on burley tobacco oo a comprehensive ex- 
enna of all possible methods that might be employed to maintain supplies in 

ine with demand. Different methods have been suggested from time to tim» by 
growers and others, some being use of poundage quotas or variations of poundage 
quotas, and some being combinations of poundage quotas and acreage allotments, 
It is felt that, whether or not a new-type program should result for burley tobacco, 
an exhaustive study and report as contemplated by Senate Joint Resolution 60 is 
highly in order and should be initiated at an early date. 

epending upon the nature of the study required to arrive at a satisfactory 
finding, a relatively small additional expenditure of funds would be necessary. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 


Sincerely yours, 
True D. Morssz, 


Under Secretary. 


O 
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CONVEYANCE TO GEORGIA STATE BOARD OF EDUCATION 





May 17, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cootzry, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 2973] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 2973) to provide for the conveyance of all right, title, and in- 
terest of the United States in a certain tract of land in Macon County, 
Ga., to the Georgia State Board of Education, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 


Page 1, strike out lines 3, 4, and 5 and the first four words of line 
6 and insert: 


That upon the written consent of the Georgia Livestock Development Authority 
the United States of America, acting through the Administrator of the Farmers’ 
Home Administration, is authorized and directed to convey by quitclaim deed to 
the Georgia State Board of Education, its successors and assigns, all of the right 
title, and interest retained by the United States of America in its quitclaim de 
to the Georgia State Board of Education, dated December 18, 1945, and recorded 
on January 28, 1946, in Deed Record Book WW, page 156, in the Office of the 
Clerk of the Superior Court of Macon County, Georgia, covering 


The purpose of this bill is to transfer to the Georgia State Board 
of Education the residual interest of the United States in a tract of 
approximately 226 acres in Macon County, Ga., which was deeded to 
the board of education by the United States in 1945. The tract was 
deeded to the board for educational p ses and is being used for 
such purpose. The interest retained by the United States at the time 
of the previous conveyance was a reversionary right in the event 
that the tract ceased to be used for school purposes and about 60 
percent of the mineral interest. 

_The Department of Agriculture has recommended approval of the 


with the amendment adopted by the committee. The letter from 
the Department follows. 
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2 CONVEYANCE TO GEORGIA STATE BOARD OF EDUCATION 


Aprit 21, 1955. 
Hon. Harotp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConGREssMAN Cooter: This is in reply to your request of February 16, 
1955, for a report from this Department on H. R. 2973, a bill to provide for the 
conveyance of all right, title, and interest of the United States in a certain tract 
of land in Macon County, Ga., to the Georgia State Board of Education. 

We recommend enactment of H. R. 2973 provided it is amended by deleting 
lines 3, 4, 5, and the first 4 words of line 6 on page 1, and by inserting in liey 
thereof the following: “That upon the written consent of the Georgia Livestock 
Development Authority, the United States of America, acting through the Ad- 
ministrator of the Farmers’ Home Administration, is authorized and directed to 
convey by quitclaim deed to the Georgia State Board of Education, its successors 
and assigns, all of the right, title, and interest retained by the United States of 
America in its quitclaim deed to the Georgia State Board of Education, dated 
December 18, 1945, and recorded on January 28, 1946, in Deed Record Book 
WW, page 156, in the Office of the Clerk of the Superior Court of Macon County, 

rgia, covering * * *,” 

This amendment is recommended for the reasons that, in our opinion, it would 
be preferable to expressly (1) limit the authorization to conveyance of the interests 
retained in the grant deed dated December 18, 1945, rather than to authorize 
conveyance generally of any interest of the United States in the property, and 
(2) provide for conveyance by the Government of the interests of the Georgia 
Livestock Development Authority only upon its written consent. 

By the above-mentioned quitclaim deed dated December 18, 1945, the Gov- 
ernment conveyed to the Georgia State Board of Education the 226.148-acre 
tract referred to above, subject to its continued use for educational and related 
community purposes. The quitclaim deed provided for reversionary rights to be 
exercised by the Government in the event the purposes for which the property 
was conveyed were not continued. The Georgia State Board of Education has 
used and apparently will continue to use the property for the purposes for which 
it was conveyed, and the reversionary right is, therefore, not exercisable at this 
time. However, in order to obtain additional improvements from State funds, 
it is necessary that the Georgia State Board of Education have fee-simple title 
to the property covered by the quitclaim deed from the Government. The deed 
also included reservation of mineral interests held by the Government in the 
property. An undivided 60.2 percent of those reversionary rights and mineral 
interests is owned by the Federal Government. The remaining 39.8 percent 
thereof is owned by the Georgia Livestock Development Authority, successor to 
the Georgia Rural Rehabilitation Corp., the Government acting as trustee 
therefor under an agreement entered into pursuant to section 2 (f) of Public Law 
499, 8ist Congress. 

It is not clear from the bill whether it is intended to require conveyance by the 
Government of the 39.8 percent interest to which the Government holds title as 
trustee, or only the 60.2 percent interest to which the Government holds title 
in its own right. If it is contemplated that both interests are to be conveyed, 
we believe that it would be inappropriate to make such an explicit directive with 
respect to conveyance of the corporation’s interest without making the require- 
ment for such conveyance conditional upon obtaining the corporation’s consent. 
Accordingly, we would construe the bill as presently written to require conveyance 
of the Government’s undivided 60.2 percent interest only. This would appear 
to leave the corporation’s undivided 39.8 percent interest subject to disposition 
by the corporation if the existing section 2 (f) agreement were first amended to 
permit return of this interest to the corporation for such disposition. However, 
in view of the rural-rehabilitation purpose requirement of Public Law 499, 8ist 
Congress, it is questionable whether the Secretary of Agriculture could approve 
the absolute conveyance by the corporation of its undivided 39.8 percent interest, 
particularly in the reserved minerals, to the Georgia State Board of Education 
without specific congressional authorization. 

The Government would not receive any consideration for the conveyance of 
its interests, neither would the conveyance require any expenditure of Federal 
funds or affect adversely any program of this Department. 

The Bureau of the Budget advises that from the standpoint of the program of 
the President, there is no objection to submitting this report. 


Sincerely yours, 
True D. Morse, Under Secretary. 


O 
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INDEMNITY FOR SWINE CARCASSES DESTROYED IN 
VESICULAR EXANTHEMA PROGRAM 





Mar 17, 1955.— Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Cootey, from the Committee on Agriculture, submitted the 
following 


REPORT 


{To accompany H. R. 4576] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 4576) to authorize the Secretary of Agriculture to pay indem- 


nity for losses and expenses incurred during July 1954 in the destruc- 
tion, treatment, or processing, under authority of law, of swine, swine 
carcasses, and products derived from swine carcasses, infected with 
vesicular exanthema, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 

The purpose of this bill is to authorize and direct the Secretary of 
Agriculture to use funds available to him for the control of vesicular 
exanthema to pay the Federal indemnity on swine which were 
destroyed under the program in July 1954, but on which the indem- 
nity could not previously be paid because the disease was not 
discovered until the swine were slaughtered. The situation arose at 
the John Morrell & Co. packing plant in Ottumwa, Iowa. 

Under the Federal law authorizing this program, payment of in- 
demnity by the Federal Government for swine destroyed in the eradi- 
cation program cannot exceed the indemnity payment made by the 
State. At the time these swine carcasses were destroyed the law of 
Iowa did not permit payment of indemnity unless the swine were 
appraised before slaughter. Since the disease was not discovered in 
this particular lot of swine until after slaughter, the provisions of the 
then-existing State law had not been complied with, although the 
swine carcasses were actually destroyed in connection with the 
disease-control program. 

On April 19, 1955, the Governor of Iowa signed an act appropriating 
$29,448.52 to John Morrell & Co. for the indemnity of shins swine. 
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Since the Federal indemnity cannot exceed the State indemnity, it 
will presumably be limited to this amount. 

Although the bill is drawn in general terms, records of the Depart- 
ment of Agriculture indicate that it will apply only to this one situ- 
ation. Following is the report of the Department of Agriculture 
recommending approval of the legislation: 


Apri 25, 1955. 
Hon. Harotp D. Cootzy, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConcressMAN Cootey: This is in reply to you request of March 12, 
1955, for a report on H. R. 4576, a bill to authorize the Secretary of Agriculture 
to pay indemnity for losses and expenses incurred during July 1954 in the destruc- 
tion, treatment, or processing, under authority of law, of swine, swine carcasses, 
and products derived from swine. carcasses, infected with vesicular exanthema. 

The Department favors the enactment of H. R. 4576, as prompt disposal of 
animals infected with or exposed to the disease was necessary to prevent further 
dissemination of the disease. 

This bill authorizes and directs the Secretary of Agriculture to indemnify in an 
amount equal to 50 percent of their losses and expenses, but not exceeding the 
indemnity paid by the State, all persons whose swine, swine carcasses, and 
products derived from swine carcasses were destroyed, treated, or processed, 
under authority of law, in July 1954, as a result of having been infected with or 
exposed to the contagious disease vesicular exanthema. It also requires that 
such indemnities be limited, in the absence of Federal appraisal, to those losses 
and expenses where proof has been made to the State and 50 percent of the losses 
and expenses has been paid by the State. 

Because of the spread of vesicular exanthema, an emergency was declared by 
the Secretary of Agriculture on August 1, 1952. Federal funds were not available 
for indemnities until declaration of the emergency or such later date as States 
agreed to cooperate in payment of indemnities. 

According to the Department’s records the only swine that were not paid for, 
which were properly disposed of during July 1954, belonged to John Morrell & 

., Ottumwa, Iowa. Xt the time infection was found, some of the swine had 
already been slaughtered. They, as owners of the slaughtered swine, were eligible 
for Federal indemnity if the carcasses were _——— by a Government inspector 
and if the State of Iowa paid its share of the indemnity. Iowa was not authorized 
to pay for the swine that were already slaughtered, and therefore the carcasses 
were not appraised. It now appears that Iowa will be authorized to pay indemnity 
for the swine carcasses, but the Federal Government cannot pay the indemnity 
as the carcasses were not appraised. H. R. 4576 would permit the payment of 
vcs funds for such indemnity, provided the State of Iowa pays its share of the 
indemnity. 

John Morrell & Co. cooperated fully with the State and the Department's 
representatives in Iowa. An investigation shows that the Federal share of indem- 
nity under this bill would be about $31,698. Payment of this amount from current 
funds would not impair the program for this fiscal year. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 


Troe D. Morssz, Acting Secretary. 
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PROHIBITING PREDICTIONS OF APPLE PRICES 





May 18, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 


(To accompany H. R. 5188] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 5188) to prohibit publication by the Government of the United 
States of any prediction with respect to apple prices, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 1, line 6, strike out “apples” and insert “apple’’. 

The purpose of this bill is to apply to apples the same prohibition 
against estimates of future prices by the Department of Agriculture 
that has applied to cotton for a number of years. Representatives of 
apple growers appeared to be unanimous in their belief that price 
prediction with respect to the apple crop by the Department of 
Agriculture performs no useful service either to producers or pur- 
chasers of the crop but that it can create confusion and result in 
harm to apple growers. 

The price estimates referred to are made by the Department of 
Agriculture in connection with its reports on the prospective apple 
crop, supplies of apples on hand, and similar data. The growers 
content that data as to quantity and quality of the crop and informa- 
tion of this type is a sufficient guide to both producers and buyers 
and that predictions as to future apple prices, although such predic- 
tions may be made in the most general terms, can be affected by so 
many factors not capable of accurate prediction that they are likely 
to do more harm than good. 

This position of the several apple-producing groups which appeared 
at the hearing was concurred in by representatives of the American 
Farm Bureau Federation who said that a study of this subject by a 
special committee of that organization had led to its recommendations 
on the matter. 
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The bill adds the word “apple” to a section of the law which for 
more than 20 years has prohibited the Department from making 
advance predictions as to the price of cotton. It is to be noted that 
the statute does not prohibit informal discussions by Department of 
Agriculture employees or others with respect to the trend of prices. 
It does prohibit “inclusion in any governmental report, bulletin, or 
other such publication” of any such prediction and makes it clear that 
the prohibition of the statute applies only to officers or employees of 
the United States who authorize, or are responsible for the “inclusion 
in any such report, bulletin, or other publication of any such predic- 
tion. 

A representative of the Department of Agriculture appeared in 
opposition to the bill. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Representa- 
tives, changes in existing law made by the bill are shown as follows 
(existing law proposed to be omitted is enclosed in black brackets; 
new matter is in italics; existing law in which no change is proposed 
is shown in roman): 


AGRICULTURAL MARKETING AcT 


* * * * * * * 
Sec. 15 (12 U. 8. C. 1141j) * * * 

(d) The inclusion in any governmental report, bulletin, or other such publica- 
tion hereafter issued or published of any prediction with respect to cotton or apple 
prices is prohibited. Any officer or employee of the United States who authorizes 
or is responsible for the inclusion in any such report, bulletin, or other publication 
of any such prediction, or who knowingly causes the issuance or publication of any 
such report, bulletin, or other publication containing any such prediction, shall, 
upon conviction thereof, be fined not less than $500 or more than $5,000 or im- 
prisoned for not more than five years, or both: Provided, That this subdivision 
shall not apply to the Governor of the Farm Credit Administration when engaged 
in the performance of his duties herein provided. 
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AMENDING THE FEDERAL PROPERTY AND ADMINISTRA- 
TIVE SERVICES ACT OF 1949, AS AMENDED 





May 18, 1955.—Committed to the Committee of the Whole House on the State 
of the Union ard ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government Oper- 
ations, submitted the following 


REPORT 
{To accompany H. R. 3758} 


The Committee on Government Operations, to whom was referred 
the bill (I. R. 3758) to amend the Federal Property and Administra- 
tive Services Act of 1949, as amended, and for other purposes, com- 
panion bill to 5. 1007 which passed the Senate May 10, 1955, having 
considered the same, report favorably thereon without amendment 
and recominend that the bill do pass. 


STATEMENT 


Compacts or agreements between States of the Union, as constitu- 
tionally consented to by the Congress (art. 1, sec. 10), have been 
considered as having sufficient historical value to warrant Federal 
custody and preservation when made available. In approving such 
compacts the Congress since 1789, because of custom and usage and 
because of lack of a more appropriate agency, has designated the 
Department of State as the depository. 

By the Federal Property and Administrative Services Act of 1949 
(sec. 507, Public Law 152, 63 Stat. 377), as amended, the principal 
archival functions of the United States were transferred to the General 
Services Administration, making that agency the principal custodian 
of official United States records. 

Reorganization Plan No. 20 of 1950 (64 Stat. 1272) provided for 
the transfer of specified and enumerated archival functions, unrelated 
to the conduct of foreign relations, from the Department of State to 
the General Services Administration. Inasmuch as neither the Fed- 
eral Property and Administrative Services Act of 1949, as amended, 
nor the Reorganization Plan No. 20 of 1950 specifically mentions 


74008°—57 H. Rept., 84-1, vol. 2——121 








2 AMEND FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 


interstate compacts, there have been varying interpretations resulting 
in confusion as to the appropriate depository. 

This proposed legislation is designed and intended to correct that 
omission. Although this legislation, as proposed, would be permis- 
sive only, there appearing to be no constitutional requirement that 
the States concerned supply such documents, it will establish a definite, 
official, central depository for such duplicate originals or authenticated 
copies of such compacts or agreements as are provided by the States 
to the Federal Government; thus providing for their systematic 
assembly, custody, servicing, and preservation. 

This legislation was recommended by the Administrator, General 
Services Administration, and has the approval of the Bureau of the 
Budget and the Comptroller General of the United States. The let- 
ter of the General Services Administrator to the Speaker of the House 
requesting this legislation follows: 


OrFricE OF THE GENERAL SERVICES ADMINISTRATOR, 
Washington 25, D. C., January 24, 1955. 
Hon. Sam RayBurRn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith draft of legislation to amend 
the Federal Property and Administrative Services Act of 1949, as amended, 
together with a sectional analvsis thereof. 

his proposed legislation would amend the Federal Property and Administrative 
Services Act of 1949, as amended, by authorizing GSA to receive duplicate originals 
or duly authenticated copies of agreements or compacts entered into, pursuant 
to the Constitution and laws of the United States, between States now or here- 
after admitted to the Union, and to take al) necessary actions for their preserva- 
tion and servicing. 

At the present time there is no statutory depository for such documents within 
the executive branch. It is believed that establishing such depository within 
GSA would be clearly consistent with its archival responsibilities. Heretofore 
there has existed some confusion as to which agency should serve as a depository 
for such documents. It appears desirable to have such documentation in one 
central location within the executive branch of the Government. 

The enactment of this proposal would not involve the expenditure of any 
Federal funds. 

This proposal is part of the legislative program of GSA for 1955, and it is recom- 
mended that it be enacted by the Congress. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this proposed legislation to the Congress. 

Respectfully yours, 
Epmunp F. Mansvure, 
Administrator 
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